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Whether bonds or
touchdowns, they’re still a
gamble. Page 33

World Watch
A comprehensive rundown
of news from around
the world. Pages 34-35

Editorial
& Opinion

The victory—and re-
introduction—of Viktor
Yanukovych. Page 15

Germans mull bank-data buys
German officials said they

were weighing fresh offers
from informants after decid-
ing last week to pay €2.5 mil-
lion ($3.4 million) for the
names of suspected tax evad-
ers in what is rapidly evolving
into a broad attack on Swit-
zerland’s system of banking
secrecy.

Over the past week, Ger-
man officials have launched a
tactical and rhetorical assault
on Swiss banking, a strategy
that appears to be aimed at
undermining both Switzer-
land’s tradition of secrecy and
its pre-eminence as a tax ref-
uge. In addition to agreeing to
purchase the data, a move
Switzerland vociferously pro-

tested, Germany signaled it
would likely share whatever
information it secures with
other countries.

“There’s no future for bank
secrecy,” German Finance
Minister Wolfgang Schäuble
said in an interview with Ger-
man newspaper Süddeutsche
Zeitung on Saturday. “It’s fin-
ished. Its time has run out.”

Authorities from the Ger-
man state of North Rhine-
Westphalia, where the data
had been offered, reached a
deal in recent days with a
confidential informant to ac-
quire an initial trove of secret
Swiss banking data, a German
official familiar with the in-
vestigation said over the
weekend. The records, which
authorities said originated
from a Swiss bank, include ac-
count details of some 1,500
Germans suspected of using
the Swiss accounts to hide un-
declared money.

German finance officials,
who have reviewed samples of
the data set, now believe the
information could yield €400
million in back taxes, more
than double initial estimates,
according to the official. The
German Tax Union, a labor
union for tax collectors and fi-
nance officials, estimates that
tax evasion—including hiding
money abroad and other un-
reported income—costs the
German government some
€30 billion in lost revenue an-
nually.

The prospect of similar tax
bonanzas is spurring German
authorities to consider addi-
tional offers from unidentified
hackers or thieves. Over the
weekend, officials in the
southern German states Ba-
varia and Baden-Württemberg
said they also were reviewing
offers of banking information
from Switzerland but didn’t

Please turn to page 4

By David Crawford
and Vanessa

Fuhrmans in Berlin
and Deborah Ball in

Zurich

Posters in Zurich protesting Germany’s move to buy secret Swiss bank data from an informant.
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Victory appears
near in Ukraine
for Yanukovych

KIEV, Ukraine—Opposition
leader Viktor Yanukovych ap-
peared headed for victory
Sunday in Ukraine’s presiden-
tial election, according to exit
polls, but his opponent’s cam-
paign said it would contest
the results.

The dispute raises the
prospect that Ukraine’s presi-
dential contest might spill
into the streets and the na-
tion’s courts—as it did in
2004 when protests over al-
leged fraud overturned Mr.
Yanukovych’s tainted victory
at the polls.

Ukraine’s National Exit Poll
2010, conducted by a consor-
tium of leading Ukrainian
pollsters, gave Mr. Yanuk-
ovych 48.7% of Sunday’s vote
and Prime Minister Yulia Ty-
moshenko 45.5%. The poll had
a margin of error of 2.5%.

GfK Group, an interna-
tional market-research firm,
gave Mr. Yanukovych a wider
lead: 49.8% to 45.2%; that sur-
vey’s margin of error is 1.6%.

Ms. Tymoshenko’s cam-
paign manager, Oleksandr
Turchynov, said her campaign
would contest votes cast at
more than 1,000 polling sta-
tions, about 3% of the national
total, in the eastern region of
Donetsk, a Yanukovych
stronghold. He said Tymosh-
enko delegates were barred
from polling places there.

Volodymyr Mayevsky, head
of the Ukrainian Interior Min-
istry’s public security depart-
ment, told a news conference

that officials said they had not
received reports of serious vi-
olations during the vote.

A victory by Mr. Yanuk-
ovych, 59 years old, would
mark an impressive comeback
for the two-time former prime
minister. As the Kremlin-
backed candidate in 2004, he
was the target of the street
protests known as the Orange
Revolution and lost a co-
urt-ordered revote to Viktor
Yushchenko.

This time, Mr. Yanukovych
focused criticism on Ms. Ty-
moshenko’s management of
the economy, which has been
crippled by the global finan-
cial crisis during her stint as
prime minister. Many voters
overlooked her criticism of
Mr. Yanukovych as a Soviet-
era hack and a front-man for
Ukrainian oligarchs.

His appeal was strong
among people also disillu-
sioned by legislative paralysis
and broken promises of over-
haul that have characterized
Mr. Yushchenko’s turbulent
years in office.

Please turn to page 4

BY RICHARD BOUDREAUX
AND JAMES MARSON

Viktor Yanukovych
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Oil, gas, coal, biofuels,
nuclear, wind, solar...
to fuel the future
we need them all.
Meeting future demand will take more than
just oil. We’ll need to tap every practical
source of energy: from natural gas and coal
to nuclear and renewables. But whatever the
source, we’ll need technology to help
us use it as efficiently and cleanly
as possible. The story continues at
exxonmobil.com

36 THE WALL STREET JOURNAL. Monday, February 8, 2010

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

Gloom on Swiss banks looks overdone
The Swiss banking industry is

under siege, at least in the markets.
Shares in UBS, Credit Suisse

Group and Julius Baer Group fell
last week after Germany threatened
to buy stolen details of an unnamed
bank’s customer accounts as part of
its battle against tax evasion. A suc-
cessful Italian tax amnesty at the
end of last year and the prospect of
new amnesties in Germany and Bel-
gium have added to fears of a re-
newed political assault on the in-
dustry. But the gloom looks
overdone.

Germany’s threats are legally du-
bious and are more likely a ruse to
frighten Swiss bank account holders
into declaring hidden assets than a
serious plan to reward criminals. It
highlights the lengths cash-strapped
governments will consider to re-
cover revenue. Switzerland is esti-
mated to hold about a quarter of the
world’s offshore wealth. Germany’s
refusal to say which bank’s data are

involved adds to the pressure.
Swiss bank secrecy already had

been eroded by last year’s U.S. tax-
evasion settlement that forced UBS
to disclose 4,450 account-holder
identities. That could set a prece-
dent, both in terms of U.S. lawyers
chasing other Swiss banks and fu-
ture European treaties demanding
greater levels of client information,
according to lawyers from the Uni-
versity of Bern.

Meanwhile, tax amnesties pose a
threat. Last year’s Italian amnesty,
the country’s third, raised €100 bil-
lion ($136 billion), €15 billion more
than expected, Morgan Stanley esti-
mates. If a parallel level of disclo-
sures were made, Germany could
scoop up €200 billion, based on esti-
mated hidden assets.

Still, this must be seen in per-
spective. While UBS has suffered 56
billion Swiss francs ($52 billion) of
outflows of client money from its
Swiss bank and wealth-management

divisions since the U.S. scandal
broke, this amounts to a manage-
able 6% of assets under manage-
ment. Julius Baer this week re-
ported a 4% rise in inflows in 2009.
And Credit Suisse hasn’t had a quar-
ter of outflows since the start of the

financial crisis. Most of the funds
lost by UBS appear to have stayed in
Switzerland.

As much as 65% of the money re-
patriated under the Italian amnesty
likely is to have moved to onshore
accounts with the same bank, ac-
cording to Morgan Stanley. And
most banks have been reducing
their reliance on European offshore-
banking customers. Credit Suisse is
set to disclose figures showing its
reliance on European customers is
“relatively small,” according to a
person familiar with the firm.

For the newly rich in Asia and
the Middle East that continue pour-
ing money into Swiss banks, secrecy
matters less than Switzerland’s re-
cord of a stable currency, its pre-
dictable legal and tax environment,
and its history of asset-management
expertise. Those qualities remain
relevant, now more than ever.

—Simon Nixon
and Hester Plumridge

Putting Whole Foods on investors’ shopping lists

PNC’s path
out of TARP
raises worries

Like a resolution to get healthier,
taking a bet on Whole Foods Mar-
ket has become all too easy to put
off.

Little has gone right for the natu-
ral-foods company since 2006, when
investors realized it was overex-
panding, even for a booming econ-
omy. By the time the recession
struck, Whole Foods couldn’t hit the
brakes fast enough. Even though the
market rally has helped the stock
recover some ground, it is still down
66% from its high.

Recent signals suggest it is on
the road to recovery. Even with un-
employment around 10%, customer
traffic rose during the September
quarter and comparable-store sales
finally turned positive in the follow-
ing weeks.

Whole Foods has advantages that

could keep the momentum going.
First, it learned a painful lesson that
taught it to scale back ahead of

many retailers. Edward Aaron of
RBC Capital Markets says the com-
pany increased square footage by
about 14% annually since listing in
1992 but has reduced the rate more
recently to 7%.

How does that help? The com-
pany’s average store, currently 7.4
years old, will be about 8.5 years old
by the end of 2012, Mr. Aaron esti-
mates. Between 2005 and 2008, the
average store’s age largely held
steady. Mature stores are more
profitable and should lift the firm’s
operating margin from current lev-
els around 3.5%.

True, older locations have slower
revenue growth. But the company is
still adding enough new stores to
keep revenue healthy. Other retail-
ers such as Starbucks have slashed
store growth far more drastically.

Investors might be troubled that
Whole Foods trades at 23 times con-
sensus earnings for calendar 2010,
higher than most retailers. Yet that
metric reflects large expenses from
the company’s building boom. De-
preciation cut the company’s net in-
come in half last fiscal year, to $147
million from about $303 million.
With a slower rate of store expan-
sion, rising earnings from existing
locations should outweigh more of
those costs over time.

Indeed, Whole Foods has an en-
terprise value of 6.3 times consen-
sus earnings before interest, taxes,
depreciation and amortization. Star-
bucks trades at 8.2 times. Don’t in-
vest your whole paycheck, but at
that price the food retailer is worth
adding to your list.

—John Jannarone

Joining some gangs requires an
unpredictable initiation. Banks face
it on exit instead, as they leave the
hardly desirable TARP club.

Most big U.S. lenders have paid
off government investments made
under the Troubled Assets Relief
Program. But some sizable regional
banks haven’t. And now investors
are starting to worry that to get out
of TARP, these lenders will have to
carry out equity offerings that are
more dilutive than expected. The
reason: The terms on which PNC Fi-
nancial is leaving the program.

PNC is one of the U.S.’s strongest
banks, yet last week it announced a
capital-raising plan associated with
its TARP exit that was surprisingly
big. The real talking point was that
PNC looks set to emerge with a Tier
1 common-capital ratio of 8%. Since
that ratio appears to be an impor-
tant capital measure for bank regu-
lators, analysts are working out how
much capital other banks would
have to raise to get to 8%. Getting
there might only increase Sun-
Trust’s share count by about 5%,
but could swell Zions Bancorpora-
tion’s by around 28%.

The banks caution that TARP-re-
lated capital increases aren’t neces-
sarily driven by a single capital ra-
tio. And it is true that large
regionals have exited with ratios be-
low 8%; U.S. Bancorp is at 6.7%.

But the regionals still under
TARP have balance sheets that look
far less healthy than PNC’s or U.S.
Bancorp’s. Regulators may therefore
press for capital raising that leave
Tier 1 common ratios even higher
than 8%.

The banks might respond that
hoisting capital north of 8% will
hurt returns and cut lending. That
might stand up if they were rushing
to expand their loan books now.
They aren’t.

—Peter Eavis

Source: Thomson Reuters
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NEW must-read email newsletter from Heard on the Street

Smart. Relevant. To the point.

The Heard on the Street NEW twice-daily newsletter

delivers thought-provoking analysis and commentary on the

biggest stories of the day.

Our global team of reporters sets the agenda for the

financial world with their blend of trading ideas, macro

insights and policy recommendations.

Be part of the debate...

Visit europe.WSJ.com today to find out more about our range of

emails and alerts, designed to keep you well-informed.



2 THE WALL STREET JOURNAL. Monday, February 8, 2010

PAGE TWO

Strains across the Atlantic coincide
with strains across the euro zone

Oh, for the
good old days
when American
presidents would
attend European
Union summits.

Gone.
Barack Obama, the hero of the

adoring, anti-George W. Bush
street crowds in Paris, Berlin and
London has decided after two
such summits that he would do
better to tend to his diminishing
popularity at home than to attend
the May EU summit in Madrid,
thereby foregoing the need to
figure out with which of the three
EU “presidents” he should
hobnob—Herman Van Rompuy,
the new, full-time EU “president”;
José Manuel Barroso, the
president of the European
Commission; or the occupant of
Spain’s seat as the temporary,
rotating president.

EU officials haven’t yet
identified the official host.

This comes at a time of
heightened tension in the EU, both
political and economic. Political
tension has been mounting for
some time as French president
Nicolas Sarkozy continues his
attack on America’s plans for
structural reform of the banking
system, and the use of the dollar
as the world’s reserve currency.

In part this is a matter of
conviction, in part the revenge of
a scorned lover. Mr. Sarkozy had
hoped to become Mr. Obama’s
closest ally, but was refused a
photo op with the U.S. president
during D-Day ceremonies and,
according to the Washington Post,
was mightily offended when a
letter from Mr. Obama promising
close collaboration was
misaddressed by the White House
and sent to former President
Jacques Chirac.

So much for Europe’s belated
discovery that Mr. Obama is not
the friend in the White House for
which they yearned during the
reign of Bush the younger.

More important is the
economic strain created by the
Greek crisis, which might be the
forerunner of problems in Spain
and Portugal, and Goldman Sachs
calls the euro zone’s “biggest
challenge since the establishment
of the single currency.”

Nobel-Prize-winning economist
Joseph Stiglitz is hoping Greece
does not cut its deficit too quickly
lest such fiscal austerity would
throw Greece’s economy into a
deeper recession, deepening
rather than lowering its deficit.

EU policy makers don’t see it
that way. They fear that Greece’s
failure to present credible plans to
cut its deficit from 12.8% to 8.7%
this year and to 2.8% by the end
of 2012 might result in a default,
and put pressure on it and

similarly situated countries to
abandon the euro.

So they are increasing their
control of Greece’s finances in the
(decreasing) hope of avoiding a
bailout, which would create moral
hazard, inviting Spain and
Portugal (deficit, 9.3% of GDP) to
seek similar help.

Over four million Spanish
workers are out of work, and the
jobless rate, closing in on, if not
already at, 20%, is the highest in
the EU. Cutting the budget deficit,
now 11.4% of GDP, is politically
difficult, and might cause what is
politely labeled by eurocrats as
“social unrest”—“riots,” to the
rest of us. The good news for
Spain, which has the advantage of
a low level of debt (55.2% of GDP),
is that Goldman Sachs last week
called its budget-cutting plan
“realistic and credible.”

The difficult situation in which
these periphery countries find
themselves has forced the
European Central Bank to hold its
key interest rate target at 0.25%,
despite the fact that the core
euro-zone economies are showing
real signs of life. Business
sentiment in the core countries is
up and Germany’s economy
minister Rainer Brüderle has
raised his growth forecast for this
year to 1.4% from the 1.2% figure

he suggested in October.
Most private forecasters

believe he is being excessively
cautious, since they expect the
world-wide recovery and a fallen
euro to increase Germany’s
exports by 5.1%.

What remains unclear is the
credit situation and the condition
of the euro-zone banks. Although
the proportion of banks tightening
their lending standards is down,
42% “are still reporting some
constraints on lending,” according
to Bank of America Merrill Lynch.
Joerg Kraemer, chief economist at
Commerzbank AG is a bit more
gloomy. He reports, “The current
stagnation of bank lending
reflects at least partly the difficult
situation of the banking industry.”
Which carries three unpleasant
implications.

� If the pace of recovery
quickens, the ECB, burdened by
concerns for the banks and for the
peripheral countries, will find it
difficult to raise interest rates in
order to contain inflationary
expectations, which at the
moment are quite low.

� Small and medium-size
firms, which provide 70% of
private-sector jobs, continue to
have difficulty expanding if they
need credit, which most of them
do.

� The banks remain on the life
support of extraordinarily low
interest rates: Several might have
difficulties when that support is
withdrawn.

Meanwhile, EU politicians are
trying to decide how to react to a
U.S. president who ignored them
during the Copenhagen climate-
change meetings, and is proposing
financial-sector reforms that are
completely unacceptable to most
European countries. And who
doesn’t care to mingle with their
very own three presidents.

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

policy studies at the Hudson
Institute.

Opposing visions: Barack Obama, Nicolas Sarkozy and Gordon Brown last year.
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“Say, very slowly and
calmly: ‘The U.K. is
not Greece.’ See?
Don’t you feel better
already?”
David Cottle on reasons why the U.K.
isn’t in the same position as Greece.
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Question of the day

Vote and discuss: Which
country do you think is
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crisis?
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n G-7 financial leaders
sought to play down at a
meeting in Canada the threat
that Greece’s debt woes pose
to the financial system amid
growing concern of contagion
across the euro zone. 5

n The chief executive of SAP
resigned after the German
software company declined
to renew his contract. Two
co-CEOs were named to suc-
ceed Leo Apotheker. 3

n Lender CIT named former
Merrill CEO John Thain as its
chairman and CEO. 21

n Goldman Sachs’s CEO will
get a $9 million bonus, a
fraction of the $68.5 million
he got in 2007. 22

n President Ahmadinejad
ordered Iran’s nuclear agency
to begin enriching uranium
for use in a medical-research
reactor. 8

n Toyota will likely start an
effort this week in Japan to
fix braking problems on the
newest Prius models. 24

[ Agenda ]

BY IRWIN STELZER

ONLINE TODAY

What remains unclear is
the credit situation and
the condition of the euro-
zone banks.
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Advertising

n Weight Watchers settled a dis-
pute with Jenny Craig involving
ads that stated a head-to-head sci-
entific study supported the con-
tention that Jenny Craig’s pre-
packaged-meals system was
superior to the Weight Watchers
program. Jenny Craig agreed to
pull the ads, which Weigh Watch-
ers called “false and misleading.”

i i i

Autos

n Toyota will likely start recalls
or voluntary repairs to fix the
braking-system problems of the
latest model of its highly popular
Prius hybrid in Japan as early as
this week, people familiar with
the matter said. One person said
Toyota also intends to take similar
steps in the U.S. and other over-
seas markets simultaneously.
n Akio Toyoda, president of Toy-
ota, broke his near-total silence
on the safety crisis battering his
company, offering a “heartfelt
apology” to customers but little
new on what steps the auto maker
will take to resolve the doubts of
car owners and lawmakers around
the world. Toyoda said the car
maker would establish a “special
global quality committee” and
seek advice from outside experts
to re-evaluate its practices.
n Questions arose as to why Toy-
ota waited for nearly half a year
to roll out a fix for sticky acceler-
ator pedals in the U.S. after un-
veiling a similar solution for the
same gas pedals in Europe.

n Daimler announced a shake-up
at its Mercedes-Benz division, ap-
pointing Wolfgang Bernhard, head
of its van operations, to succeed
Rainer Schmückle as the German
luxury-car maker’s powerful sec-
ond-in-command. Daimler’s chief
executive, Dieter Zetsche, will
continue to head the Mercedes car
unit directly, but the move vaults
Bernhard into a strong contending
spot to succeed him eventually.

n Volvo’s net loss widened to two
billion Swedish kronor ($267.9
million) in the past quarter—the
Swedish truck maker’s fifth con-
secutive loss. Volvo also scrapped
its dividend but posted a rise in
orders and said it saw signs of re-
covery in some markets.

i i i

Aviation

n British Airways reported a sur-
prise operating profit of £25 mil-
lion ($39.1 million)—the first in
five quarters—as the carrier drove
down costs, even as it remained
on course for its worst-ever full-
year performance.

n Japan Airlines is leaning to-
ward maintaining its longstanding
alliance with American Airlines in-
stead of teaming up with Delta Air
Lines, according to a person famil-
iar with the matter.

n Delta Air Lines told the U.S.
government it is making software
and avionics changes to prevent a
repeat of the October incident in
which one of its jets lost contact
with air-traffic controllers for
more than an hour and cruised
past its destination.

i i i

Banking

n Goldman Sachs said Chief Exec-
utive Lloyd Blankfein would get a

$9 million bonus for 2009, a frac-
tion of the $68.5 million payout
he got in 2007. The bonus consists
entirely of stock, with no cash, re-
flecting a recent shift by Goldman
and other financial firms to tie
compensation more closely to
company performance.
n J.P. Morgan Chase, which has
recovered from the crisis much
faster than rivals, said Chief Exec-
utive James Dimon will receive
about $17 million in bonuses this
year, but no cash.

n CIT Group Monday is to ap-
point John Thain, the former head
of Merill Lynch, as its chairman
and chief executive officer follow-
ing his messy departure last year
from the investment bank, now a
division of Bank of America.

n Dexia, a Franco-Belgian bank,
said it will sell assets in Spain, It-
aly, Slovakia and Turkey, helping
to reduce its balance sheet by 35%
under a deal brokered with the
European Commission. The EU is
requiring banks that received
state aid to sell off assets to pre-
vent them from having competi-
tive advantage over those that
didn’t receive aid.

n U.S. regulators shuttered 1st
American State Bank of Minne-
sota, marking the sixteenth bank
failure of 2010. The two-branch
bank had $18.2 million of assets.

i i i

Defense

n BAE Systems reached settle-
ments totaling almost $500 mil-
lion with the U.S. Justice Depart-
ment and the U.K. Serious Fraud
Office to resolve longstanding cor-
ruption allegations that have

dogged one of the world’s biggest
defense contractors. The investi-
gations examined whether BAE
had made illegal payments to offi-
cials in various countries to se-
cure lucrative contracts.

i i i

Energy

n Cnooc agreed to buy a stake in
the Ugandan oil assets of Tullow
Oil for $2.5 billion, people with di-
rect knowledge of the deal said.
Cnooc’s selection follows a long-
running bid process instigated by
Tullow after appraisal wells con-
firmed the presence of around one
billion barrels of oil in Uganda’s
Lake Albert region.

n A consortium led by Russia’s
Gazprom decided to delay startup
of the huge Arctic Shtokman gas
field by three years to 2016, amid
uncertainty about global demand
for natural gas.

n BG Group posted a 39% fall in
fourth-quarter net profit to £465
million ($726.8 million) because of
weaker natural-gas prices.

i i i

Entertainment

n Singapore’s first casino won
regulatory approval to open,
bringing a formal end to the Sin-
gapore government’s decades-long
opposition to gambling. It also es-
tablishes an important new front
for the growth of the booming ca-
sino industry in Asia.

i i i

Pharmaceuticals

n Sanofi-Aventis is expected to
decide in coming weeks whether

combine its Merial animal-health
unit with rival Intervet/Schering-
Plough, a Merck unit. The poten-
tial joint venture, to be equally
owned by Merck and Sanofi,
would be even bigger than the
partnership that was undone last
year, when Merck had to sell its
50% stake in Merial in order to
gain antitrust clearance for its ac-
quisition of Schering-Plough.

i i i

Property

n The Mortgage Bankers Associ-
ation sold its 10-story Washington
headquarters for $41.3 million to
CoStar Group. The price is far be-
low the $79 million the trade
group said it paid for the building
in 2007, while it was still under
construction.

n Bernard Madoff’s Manhattan
penthouse has gone into contract
for an undisclosed price. It was
originally listed for $9.9 million
and later was cut to $8.9 million.
n Madoff’s brother, sons and
niece agreed to freeze their assets
pending the outcome of a $200
million lawsuit filed by a trustee
who is gathering assets for vic-
tims of the fraud.

i i i

Publishing

n Hachette said it has decided to
sell its electronic books to all re-
tailers through the same pricing
model being promoted by Apple
for its new iPad.
n Print books by Macmillan au-
thors went back on sale on Ama-
zon’s Web site, a week after Ama-
zon halted the sale of books from
the publisher over an e-book pric-
ing dispute.

i i i

Technology

n SAP’s chief executive, Leo Apo-
theker, has resigned after his con-
tract wasn’t renewed and two new
co-CEOs have been named, the
German software company said.

n Panasonic returned to profit-
ability in the past quarter, posting
net income of ¥32.26 billion
($360.9 million), helped by cost
reductions and a domestic stimu-
lus program.
n The company said the acquisi-
tion of a majority stake in Sanyo
will change its future investment
priorities from flat-panel televi-
sions to products like electric car
batteries and solar panels.

n Microsoft said it will no longer
sell banner ads on Facebook, leav-
ing the social network with sole
control over selling the graphical
ads that appear on the site.

n The U.S. Department of Justice
expressed concerns about a re-
vised legal settlement that Google
struck with authors and publish-
ers to make millions of books
available online, saying there were
still several problems with the
amended agreement.

n National Security Agency offi-
cials have been working with
Google to investigate the cyberat-
tacks that Google announced pub-
licly last month, according to peo-
ple familiar with the investigation.

BUSINESS WATCH

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

Closely held Australian company Resourcehouse has signed a $60 billion, 20-year export contract with one of China’s largest power companies, China Power
International Development. The move marks the latest deal in a string of major contracts between Chinese firms and Australian resource companies as China
seeks to secure the energy, steel and other materials it needs for its surging economy. Pictured, a coal mine in Changzi, China.
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Coal deal illustrates growing commercial relationship between Australia and China
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SAP chief quits;
co-CEOs step in
Software maker reaches ‘mutual agreement’

DUESSELDORF, Germany—Ger-
man business software maker SAP
AG late Sunday said Chief Executive
Leo Apotheker resigned effective
immediately. He will be succeeded
by two insiders, who were named
co-CEOs.

The company said it had
“reached a mutual agreement” with
Mr. Apotheker not to renew his con-
tract after less than a year as SAP’s
solo chief executive.

The company wouldn’t elaborate
on the reasons behind Mr. Apo-
theker’s departure, but SAP and its
chief executive have been under in-
creasing pressure to jump-start
growth after flagging sales and
profits. SAP has long been a leader
in the $67 billion market for enter-
prise software but the global eco-
nomic downturn, intense competi-
tion and the fast-evolving business
software field have threatened to
crimp SAP’s growth.

The co-CEOs will be Bill McDer-
mott, head of field organization, and
Jim Hagemann Snabe, head of prod-
uct development, both already
members of the SAP executive
board.

At the request of the SAP super-
visory board, Hasso Plattner, co-
founder of SAP and chairman of the
SAP supervisory board, will con-
tinue to play a strong role in advis-
ing the new leaders on technology
and product development, the Wall-
dorf, Germany, company also said.

Mr. Apotheker was with SAP
more than 20 years. He took the
helm of SAP in June 2009 after
serving as a co-CEO with Henning
Kagermann since April 2008.

During Mr. Apotheker’s tenure at
the helm, SAP was hit by the eco-
nomic downturn resulting in a
slump of demand for business soft-
ware, which helps companies man-
age their customer relations man-
agement and payrolls, for example.

Mr. Apotheker wasn’t immedi-
ately available for comment.

Last month, SAP, whose pro-
grams help companies do back-of-
fice work such as payroll, inventory
management and accounting, said
its fourth quarter net income fell
12% to €727 million ($993.4 million)
because of difficult market condi-
tions, but said it expected an im-
provement this year.

For all of 2009, SAP reported
that earnings fell 4% to €1.79 billion,
or €1.54 a share. SAP said earlier
this year it will no longer force cus-
tomers to opt for a more expensive
support-fee model.

“The new setup of the SAP exec-
utive board will allow SAP to better
align product innovation with cus-
tomer needs. The new leadership
team will continue to drive forward
SAP’s strategy and focus on profit-
able growth, and will deliver its in-
novations in 2010 to expand SAP’s
leadership of the business software
market,” said Mr. Plattner.

SAP also said that Vishal Sikka,
chief technology officer, has been
appointed to the SAP executive
board.

“SAP needs a good technologist
in place as they have to right-side
the roadmap,” said R “Ray” Wang,
analyst at Altimeter Group, San Ma-

teo, Calif., said. “McDermott is an
excellent sales guy, but the issues is
not sales, it’s products. Snabe and
Vishal will need strong product vi-
sion to right SAP and point it in a
forward direction. Engineering and
products need more attention.”

The company said it will hold a
conference call on Monday.

BY VANESSA FUHRMANS
AND ARCHIBALD PREUSCHAT

Leo Apotheker took the helm of SAP in June 2009 after serving as a co-CEO since April of 2008.
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Europe

n In Ukraine, opposition leader
Viktor Yanukovych appeared
headed for victory in the country’s
presidential election, according to
exit polls, but the campaign of his
opponent, Prime Minister Yulia
Tymoshenko, said it would contest
the results. The dispute raises the
prospect that the presidential con-
test might spill into the streets
and the nation’s courts—as it did
in 2004 when protests over al-
leged fraud overturned Yanuk-
ovych’s victory at the polls.

n In Germany, officials said they
were weighing fresh offers from
informants after deciding last
week to pay €2.5 million ($3.4
million) for the names of sus-
pected tax evaders in what is rap-
idly evolving into a broad assault
on Switzerland’s system of bank-
ing secrecy.

n Group of Seven financial lead-
ers tried to tamp down continued
anxiety about the global economic
recovery, with officials promising
continued stimulus efforts and Eu-
ropean leaders pledging to ad-
dress public debt problems.

n In the U.K., four politicians face
criminal charges over alleged
abuses of the House of Parlia-
ment’s expense-reimbursement
system, extending a scandal that
has already dented the reputation
of the self-styled mother of Parlia-
ments and ended the political ca-
reers of a host of politicians.

n Northern Ireland’s main parties
have agreed to transfer police and
justice powers from London to
Belfast in April, ending a standoff
that had threatened Northern Ire-
land’s power-sharing government.

n Portuguese lawmakers ap-
proved a regional finance law that
could add to the budget deficit at
a time when investors are growing
increasingly concerned about the
state of already strained Portu-
guese public finances.

n The OECD said there are in-
creasingly strong signals that the
world economy is in recovery,
with leading developed economies
clearly set to expand.

n The chairman of the Nobel-
prize-winning Intergovernmental
Panel on Climate Change is facing
calls to resign after a cascade of
scandals has rocked the credibility
of the organization.

i i i

U.S.

n The U.S. unemployment rate
dropped sharply to 9.7% in Janu-
ary, but a separate survey of em-
ployers, which counts how many
workers are added or cut from
payrolls, found that 20,000 jobs
were eliminated last month.

n Timothy Geithner, the Treasury
secretary, said the U.S. wasn’t in
danger of losing its triple-A bond
rating, in the wake of a warning
from Moody’s Investors Services.

n U.S. regulators urged banks to
continue lending to creditworthy
small businesses, responding to
growing criticism from Capitol
Hill and the White House that reg-
ulators’ aggressive post-crisis su-
pervision is cutting off credit.

n Ben Bernanke, the Federal Re-
serve chairman, is preparing to

lay out a blueprint for tightening
credit that the Fed will follow
once it decides the U.S. economy
has recovered sufficiently. The
centerpiece of the new strategy
will be a new tool that Congress
gave the Fed in October 2008, the
interest rate the Fed pays banks
on money they leave on reserve at
the central bank.

n Christopher Dodd, the chair-
man of the Senate Banking Com-
mittee, will push legislation to
overhaul financial-sector regula-
tion without the support of Sen.
Richard Shelby—the panel’s top
Republican. Dodd’s decision comes
after months of negotiations be-
tween the two lawmakers broke
down over how the legislation
should treat consumer protection.

n An explosion at a power plant
under construction in Connecticut
killed multiple construction work-
ers and injured fewer than 50, a
town fire official said.

n A blizzard battered the mid-At-
lantic region, with emergency
crews struggling to keep pace
with the heavy, wet snow that has
toppled trees and left thousands
of people without electricity.

n John Brennan, the White House
counterterrorism chief, ripped
into lawmakers for criticizing the
Obama administration’s handling
of Christmas Day bombing suspect
Umar Farouk Abdulmutallab.

n Sarah Palin said she wasn’t rul-
ing out running for president in
2012, after a weekend appearance
at the National Tea Party Conven-
tion underscored the depth of her
support from the conservative
grassroots movement.

n Mitch Landrieu was elected
mayor of New Orleans, marking
the first time the city will have a
white mayor in three decades.
Landrieu, whose father was the
city’s last white mayor, won in a
landslide in a vote that many had
worried would be overshadowed
by revelry and football fever as
the New Orleans Saints prepared
for their first Super Bowl appear-
ance, and as Mardi Gras parades
were under way.

n Alberto Vilar, onetime head of
now-defunct Amerindo Investment
Advisors, was sentenced to nine
years in prison after he was con-
victed in 2008 of bilking investors
out of millions of dollars.

i i i

Americas

n In Costa Rica, voters appeared
likely to elect their first woman
president as pre-election polls
were giving a nearly 20-point lead
to Laura Chinchilla—who served
as vice president under the coun-
try’s current president, Oscar
Arias—over Otto Guevara, an anti-
-taxation Libertarian.

i i i

Asia

n In Afghanistan, President
Hamid Karzai proposed a draft to
beef up the ranks of the army and
police so his country can assume
control of the fight against the
Taliban within five years.

n A military investigation into
how the Taliban overran a remote
U.S. Army combat outpost in Af-
ghanistan last fall, killing 8 sol-
diers and injuring 22, has con-
cluded that “inadequate measures
taken by the chain of command”
facilitated the attack.

n In Iran, President Mahmoud
Ahmadinejad ordered his coun-
try’s nuclear agency to begin en-

riching uranium for use in a medi-
cal research reactor, ratcheting up
Tehran’s defiance over Western
demands that it curb its nuclear
ambitions.
n Robert Gates, the U.S. Defense
secretary, said he believed there
was still time for sanctions to
work to halt Iran’s nuclear pro-
gram despite Ahmadinejad’s deci-
sion.

n Indian and Pakistani officials
met as the countries try to set a
roadmap for formal talks that
could begin as early as this
month, a person familiar with the
situation said.

n India successfully test-fired a
nuclear-capable missile that can
hit targets across much of Asia
and the Middle East, according to
the country’s defense ministry.

n Robert Park, a Korean-Ameri-
can missionary who strode ille-
gally into North Korea on Christ-
mas Day and was detained by the
communist regime for 43 days,
was sent back to the U.S.

n China’s current-account surplus,
the broadest measure of its trade
balance, fell sharply in 2009, re-
flecting the dramatic economic
adjustments forced by the global
financial crisis.

n Chinese authorities slapped
preliminary import duties of as
much as 105.4% on U.S. chicken
products, in a clear sign that
China is getting increasingly bold
in its response to a continuing
trade dispute with the U.S.

i i i

Africa

n Jacob Zuma, South Africa’s
president, apologized for father-
ing a child with a woman who
wasn’t one of his wives. In a state-
ment, the 67- year old president
said the birth out of wedlock to
the daughter of a top South Afri-
can soccer official had put pres-
sure on his family and his political
organization. He also acknowl-
edged the anger of South Africans
over the matter.

n A Libyan court acquitted a
Swiss businessman of operating a
business without a license, making
it possible for the man at the cen-
ter of a diplomatic row between
the two countries to leave within
a week. The ruling followed a
verdict by an appeals court that
overturned the conviction of the
same man on a charge of violating
residency laws.

n Danish special forces stormed
a ship captured by armed Somali
pirates and freed the 25 crew on
board, marking the first time a
warship has intervened during a
hijacking.

i i i

Australia

n The Australian government
said it will withdraw its guarantee
of bank wholesale funding and de-
posits and a guarantee of state
government borrowing, after reg-
ulators advised it is no longer
needed to help Australian finan-
cial institutions compete in global
credit markets.

WORLD WATCH

WSJ.com
To read more about these items,
and for all the latest breaking
news, go to WSJ.com/WorldAs they do every year on the first Sunday in February, clowns filled the Holy Trinity Church in Dalston, East London, for a

service held in memory of Joseph Grimaldi, the U.K.’s most-celebrated clown.
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In London, clowns pay tribute to Joseph Grimaldi
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EU utilities under pressure
Complaint from Micronesia over Czech power plant highlights climate-change concerns

PRAGUE — A move by the Pacific
island nation of Micronesia to influ-
ence the technology used by Czech
utility CEZ is illustrating how na-
tions half a world away can compli-
cate the regulatory processes faced
by European utilities.

The Ministry of the Environment
has delayed a decision about CEZ’s
plans for rebuilding Prunerov, its
largest coal-fired power plant, be-
cause of requests by Micronesia and
the local chapter of Greenpeace. The
two have said that the steps don’t
go far enough to cut greenhouse-gas
emissions.

Analysts say the move will set
the stage for similar complaints.
That is particularly the case in coal-
rich countries like Poland and Ger-
many, which have large generation
capacities that are going to be re-
newed in coming months and years.

“As a test case, it will be impor-
tant for the wider EU coal-power
sector, as it could open a flood of le-
gal challenges against new plants,”
said Meg Brown, an analyst at Citi
Investment Research.

A letter dated Jan. 4 from An-
drew Yatilman, the director of Mi-
cronesia’s Office of Environment &
Emergency Management to the
Czech Environment Ministry, high-
lights the extent of Prunerov’s dam-
age to the environment. It says
Prunerov produces 40 times the
level of carbon dioxide as the entire
Micronesian Federation, and the is-
lands are at risk from accelerated
sea-level rises caused in part by glo-
bal warming. It is the most recent
correspondence from Micronesia re-
ceived thus far.

A quirk in the legal systems of
some EU countries allows Microne-
sia, or any other nation that applies,
to have legal standing in the CEZ
case. Some EU countries allow far-
away nations to take part in the en-
vironmental approval procedure,
while others limit the geographical
scope.

In the case of the Prunerov
plant, near the Czech-German bor-

der, CEZ has argued that the tech-
nology it intends to use for its coal-
fired generator is the most suitable
for the site, which abuts an open-pit
coal mine. The Czech utility has
been trying to get regulatory clear-
ance for the project since July 2008.

But the case heralds a shift in
the tactics employed by activists
seeking to stem the effects of cli-
mate change. The new strategy cen-
ters on moving the battle from po-

litical panels, such as December’s
United Nations Copenhagen climate
conference, to challenges against in-
dividual power plants.

“It’s a positive development as it
shows that nations endangered by
the climate change have learned
how to use all available legal tools
to make themselves heard,” said Jan
Rovensky, an energy and climate
campaigner at the Czech chapter of
Greenpeace.

Others aren’t quite so sure.
“In my opinion, Micronesia’s

move will not have legal conse-
quences, but is rather aimed at sig-
naling the gravity of the problem of
rising sea levels,” said Piotr
Otawski, Deputy Head of General Di-
rectorate for the Environmental Pro-
tection in Poland, an agency tasked
to handle environmental-impact as-
sessments. Poland is slated to add
several thousand megawatts of coal-
fired power generation capacity in
coming years.

In addition to CEZ, there are a
few European utilities seeking to
build new or refit existing coal-fired
capacity. In Germany, E.On AG wants
to build two coal-fired power plants,
hoping to bring one of them online
as early as 2011.

But throughout Europe, the
choice of fuel for next-generation
power stations is tricky. In these
two countries, domestically mined
coal remains relatively cheap, but
its cost advantage is under pressure
due to Europe’s emissions trading
system, which forces utilities to pay
for emitting greenhouse gases into
the atmosphere.

If new requirements for more-ex-
pensive technology become the
norm, utilities might switch to natu-
ral gas as more cost-effective fuel.

CEZ officials say challenges from
nations like Micronesia may chal-
lenge other power-generating proj-
ects planned in Europe in the future.

“It is entirely possible that simi-
lar claims in compliance with exist-
ing regulation may be moved for-
ward,” said Vladimir Hlavinka, CEZ’s
board member responsible for elec-
tricity-generation projects.

Lawyers generally agree. “Like in
the Czech Republic, Micronesia
could also petition power-plant
projects in Germany to help ensure
that certain environmental stan-
dards are considered,” said Bern-
hard Kuhn, a Frankfurt-based part-
ner specializing on environmental
law at Lovells law firm.

—Marek Strzelecki in Warsaw,
Jan Hromadko in Frankfurt and

Alessandro Torello in Brussels
contributed to this article.

BY SEAN CARNEY
AND LEOS ROUSEK Regulatory climate

Czech coal-fired power plant Prunerov II in Prunerov

n RWE in 2007 gave up plans to build a Œ2.3
billion coal-fired plant in Ensdorf, Germany
because of a vote by residents due to
environmental concerns.

n CEZ coal-fired power plant in Prunerov. Work
planned to start in 2010 but is now delayed
due to environmental protests from
Greenpeace and the Federated States of
Micronesia.

n E.ON is in the process of building a coal-fired
plant in Datteln, Germany. Completion of this
plant will be delayed because of environmental
concerns and legal challenges.

n E.ON coal-fired power plant in Staudinger, near
Frankfurt. The plant was expected to come
online in 2012, but several delays have
postponed the project by one year at least.

How environmental concerns are affecting
European power-plant projects
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Yanukovych appears near a win in Ukraine
Mr. “Yanukovych’s team is an

old-style party team,” Vitaly
Kuzmenko, a 39-year-old criminal
lawyer, said after voting in Kiev.
“But it doesn’t matter what their
past is. I believe they have the expe-
rience to bring order to this country.
…What we need is stability.”

Voters said the economy was up-
permost in their minds. Ukraine’s
currency crashed in 2008, gross do-
mestic product shrank 15% last year,
and a $16.4 billion bailout by the In-
ternational Monetary fund was put
on hold after the government failed
to adopt a budget for 2010.

Ms. Tymoshenko, 49, portrayed
herself during the campaign as a
pro-Western reformer, a skilled cri-
sis manager and the only guarantor
of closer relations between this for-
mer Soviet republic and the Euro-
pean Union.

She forced Mr. Yanukovych, the
front-runner, into Sunday’s runoff
election by polling strongly in the
first round of voting Jan. 17, despite

Continued from first page her frequent feuding with the presi-
dent in two stints as his prime min-
ister. Mr. Yanukovych got 35% of the
first round vote, compared with her
25%.

“Yulia has worked hard during
the crisis, and I’m sure when the cri-
sis is over things will get better,”
said Olga Yanchuk, a 35-year-old
teacher in Kiev, after casting her
ballot Sunday for the prime minis-
ter.

But others who voted for her said
they did so reluctantly, only because
they disliked Mr. Yanukovych. And
many who supported the Orange
Revolution said they didn’t vote, a
choice that undermined Ms. Ty-
moshenko’s effort to close the gap.

Smiling and looking relaxed, Mr.
Yanukovych said the election would
mark the “first step in overcoming
the crisis.”

“The people of Ukraine deserve a
better life,” he said after voting in
Kiev.

Earlier in the day at the same
polling station, four members of the

feminist group Femen stripped to
the waist and shouted, “Enough of
raping the country!” in protest
against what they called the corrup-
tion of politics by all parties.

President Yushchenko, who polled
a meager 5.5% in the first-round vot-
ing, urged his supporters to vote
against both runoff candidates, a le-
gal option. “I think that the people
of Ukraine will be ashamed of the
choice they have to make,” he said
after voting.

Tensions ran high ahead of the
vote, with both candidates accusing
each other of planning large-scale
ballot fraud and vowing to send
their supporters into the streets to
sway the outcome of any legal dis-
putes over the count.

Scores of blue tents surrounded
by Yanukovych supporters appeared
around key government buildings in
Kiev, a sign of preparations for post-
election protests.

Mr. Yanukovych’s party said that
Ms. Tymoshenko’s supporters deliv-
ered ballots to polling stations that

had incorrect numerical codes, giv-
ing officials an excuse to declare
them invalid.

Any prolonged dispute over the
vote could undermine Ukraine’s
young democracy, which has man-
aged two relatively smooth parlia-
mentary elections since the up-
heaval of 2004. It could also prolong
the country’s economic paralysis.

The next president faces the task
of securing renewed IMF funding,
Ukraine’s only source of external fi-
nancing. A fractious parliament
could make it harder to pass the re-
quired budget, and the IMF is likely
to object if it includes wage and
pension increases passed into law
last year at Mr. Yanukovych’s behest.

Mr. Yanukovych has said that as
president he would seek to oust Ms.
Tymoshenko as prime minister by
engineering defections from her co-
alition and forming his own majority
in parliament. Failing that, he said
he would move to call for election of
a new parliament a year ahead of
schedule.

provide any details about the
sources. The Netherlands, Belgium,
Austria and other European coun-
tries quickly clamored for access to
any data that Germany buys.

The German government is in-
creasingly making clear that the
endgame in its negotiations with in-
formants is to upend Switzerland’s
system of banking secrecy alto-
gether. Under pressure from the U.S.
and other countries, particularly in
Europe, Switzerland recently agreed
to water down its banking secrecy
laws. But Germany in particular has
frequently complained that its small
Alpine neighbor has been slow in its
cooperation with foreign tax authori-
ties and continues to offer itself as
an attractive haven for tax cheats.

Swiss officials, in their condemna-
tion of Germany’s moves to procure
the stolen data, acknowledge that
the development could more broadly
destabilize the country’s private
banking system.

“We find the development simply
difficult, worrying,” Swiss President
Doris Leuthard said on Swiss na-
tional television over the weekend.
“If one buys, it makes it more attrac-
tive, it makes it a business and that
creates more of a market.” A Swiss
finance ministry spokesman reiter-
ated that if the data were stolen,
they should be returned.

The German government has
launched a campaign in public and in
private over the past week to maxi-
mize pressure both on Switzerland
and on tax-evading German citizens.
A German finance official said tax
accords and other treaties with
other countries would likely enable
Germany to share data it secures.

German authorities have re-
mained tight-lipped on which bank
or banks may be the source of the
data they are reviewing, allowing no
German citizen with money hidden
in a Swiss bank account to feel at
ease. Over the weekend, tax agencies
across Germany reported that a
number of tax dodgers have turned
themselves in and agreed to pay
back taxes to avoid prosecution.

An official familiar with the inves-
tigations said investigators in three
German states are examining ac-
count records hacked or stolen from
UBS AG, HSBC Holdings PLC and
Julius Baer Group. All three banks
declined to comment on what they
called speculation.

Though the U.S. used information
from a whistleblower to pressure
Switzerland into handing over the
names of some U.S. taxpayers with
secret Swiss accounts last year, the
confrontation with Germany repre-
sents a bigger threat to the Swiss
tradition of bank secrecy. German of-
ficials say the country’s taxpayers
have about €175 billion in Swiss bank
accounts, or more than 10% of Swit-
zerland’s estimated $1.8 trillion off-
shore-banking business.

Switzerland has suggested an in-
ternational agreement under which
banks would levy a withholding tax
on foreign account-holders and send
the funds back to their countries.
But a number of European countries,
sensing that Bern is on the defen-
sive, are pressing for Switzerland to
agree to a full exchange of informa-
tion on foreign account-holders.

The Swiss have resisted, although
the Swiss finance minister suggested
over the weekend that the country
could be more open to the idea in or-
der to give Swiss banks greater ac-
cess to other European markets.

Continued from first page

Germans ponder
purchasing more
Swiss bank data
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Specialist Cantor Fitzgerald uses
financial software to gamble on sports
Firm engineers Las Vegas wedding between Wall Street and sports betting; persuading more casinos to sign up

I NVESTORS ARE sometimes ac-
cused of treating the stock
market like a casino. Now, one

Wall Street firm wants to treat ca-
sinos like the stock market.

Bond-trading specialist Cantor
Fitzgerald in March took over the
management of sports betting at
the M Resort, a new 390-room ho-
tel and casino on the
Strip’s southern edge.

“We wanted to turn
gamblers into traders,”
says Lee Amaitis, the 60-
year-old Cantor executive
who runs the gambling
division, Cantor Gaming.

To do that, the com-
pany has transformed Las
Vegas sports betting into
something it thinks is
akin to derivatives trad-
ing. By using financial-
markets technology, Can-
tor allows bettors to wager not
only on who might win the game
or by how much, but also on
whether a team can complete its
next pass or make a field goal.

While such betting is common
in Europe, and has been tried be-
fore in Las Vegas, Cantor says it is
currently the only company in the
U.S. to allow bets while the game
is under way. Vegas veterans say
Cantor is the first Wall Street
trading firm they can remember
running a gambling operation
here.

Super Bowl Sunday, always one
of the busiest weekends for book-
ies, was to serve as a test of

whether Cantor’s push into Las
Vegas will produce a payday.
Sports books, which are consid-
ered high risk for the house, have
always been an anemic component
of Las Vegas gambling revenues,
accounting for a bit more than 1%
of the total.

Cantor’s first move when it
took over at the M was to rip out
the leather lounge chairs with cup
holders and turn the place into

something resembling a
trading floor.

Bettors now sit in rows
of cubicles lined with four
screens each. Overhead, a
wall of giant monitors
flashes the ac-
tion—though on an Octo-
ber evening, instead of
market prices, it was a
Monday Night Football
match up between the
New York Jets and the
Miami Dolphins.

Just before the Jets-
Dolphins kickoff, Mr. Amaitis,
decked out in a sleek black suit,
his hair slicked back, greeted a
group of gamblers huddled on a
couch with their laptops open,
studying up for the game.

The room was filled with the
kind of anticipation ahead of the
opening bell on Wall Street. But
here, cocktail waitresses hovered
nearby. As the game got under
way, Dave “Spider” Perry, a 41-
year-old former bond trader who
now lives in Las Vegas, took his
place at a cubicle in the front row
of the VIP section.

He gestured and an attendant
rushed over. Working at one of his

screens, Mr. Perry made one wa-
ger after another. Would Miami
kicker Dan Carpenter make a 35-
yard field goal in the first quar-
ter? Would the Jets score a touch-
down late in the fourth? (Both
turned out to be true.)

“It’s like on Wall Street, when
your heart is in your throat. You
make the wrong move and you
could lose your clients’ money,”
said Mr. Perry, adding, “Wall
Street is just a form of legalized
gambling.”

As the teams jockeyed for the
lead, the betting line, which had
started out favoring the Jets,
shifted to Miami and back again
many times. “The market keeps
going up and down, like bonds
trading,” Mr. Perry said during a
Jets drive in the fourth quarter.

With his pick, Miami, in the
lead, Mr. Perry decided it would
be a good time to hedge his bet
slightly. He tapped a screen for a
$50 bet that the Jets would score
during the drive—at about four-
to-one odds. Not long after, a
Braylon Edwards reception set up
a touchdown.

“I was looking for a miracle
and I got lucky,” Mr. Perry said, a
small gold boxing glove strung
around his neck. “I have $800 to
$900 on Miami so now I’m almost
$200 into that margin.”

In the back room, Cantor em-
ployees plugged in data so a com-
puter could spit out a new set of
odds for the next play.

Cantor makes money by charg-
ing a small commission on bets. It
tries not to take on any risk itself.
That means that a bet that Miami

is about to score has to be
matched with the opposite wager.
But frequently, there isn’t the
same amount of money on the
other side of the bet, leaving Can-
tor exposed.

Employees scan a risk-manage-
ment chart—imported from trad-
ing platforms—which shows bets
that Cantor still hasn’t been able
to match.

When the charts show too
much imbalance, Cantor gaming
operator Andrew Patterson ad-
justs the odds to try to persuade
gamblers to bet for the other
team. “I manage risk,” Mr. Patter-
son said. “If the pricing gets
heavy on one side, I can adjust.”

While most Las Vegas sports
books discourage professional bet-
ters because they expose the
house to more risk, Cantor is try-
ing to increase its gambling busi-
ness to the point where it can use
its software to create an efficient
market. To do that, it must con-
vince more casinos to sign up
with Cantor’s service. In addition
to the M, it currently operates in
the Palazzo and Venetian hotels in
Las Vegas.

Some old-time bettors may be
slow to adapt.

“I always bet individual games,
and I say if it ain’t broke, don’t fix
it,” said Bill Reichman, 55, a gam-
bler at M who calls himself “The
Battler.” “I don’t want to be influ-
enced by what’s going on in the
game.”

The Brooklyn-born Mr. Amaitis
joined Cantor Fitzgerald in 1995
as a top executive. He later moved
to London. After the terrorist at-

tacks of Sept. 11, 2001, which
wiped out Cantor’s headquarters
in the World Trade Center, he
helped rebuild the company from
offices overseas.

While in London, he also built
a reputation as a foul-mouthed
but effective manager. London pa-
pers referred to him as the
“Brooklyn Bruiser.” One London
employee successfully brought a
suit against him for bullying. Mr.
Amaitis chalks up the experience
to culture clashes.

“The North American manage-
ment style in my opinion is more
passionate, more aggressive, more
entrepreneurial,” Mr. Amaitis said.
“We want to win.”

Five years ago, Cantor success-
fully lobbied to change a Nevada
state law to allow gambling on a
new device based on its mobile-
bond trading technology. Called
eDeck, it allows gamblers to play
games while walking through the
casino or lounging at the pool. Mr.
Amaitis soon realized that the de-
vices could be used for sports-bet-
ting as well.

Mr. Amaitis plans to expand
Cantor’s service to allow gamblers
to place bets on stocks and other
financial instruments. Cantor has
been discussing the move with
regulators and while nothing’s
been approved yet, one regulator
said such betting could begin as
soon as this spring.

“If I come in one day and say I
think gold is going up and bet on
that, it takes nothing away from
Wall Street,” Mr. Amaitis said.
“It’s no different than betting on
the Dolphins vs. the Jets.”

BY ALEXANDRA BERZON
Las Vegas

Lee Amaitis

The betting area at M Resort was designed to look like a trading floor. Some old-time bettors may be slow to adapt.
M Resort
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G-7 frets over debt woes
Leaders try to downplay threat as worries of euro contagion grow

Group of Seven financial leaders
sought to downplay the threat
Greece’s debt woes pose to the fi-
nancial system amid growing con-
cern of contagion across the 16-
member euro zone.

U.S. Treasury Secretary Timothy
Geithner, attending a G-7 meeting of

financial leaders in a remote Cana-
dian town, said European officials
had made it clear to the G-7 that
they would manage the Greece situ-
ation with great care. Other officials
said Greece’s relatively small size
meant that it didn’t pose a serious
risk to the global financial system.

Such comments may have little
effect in calming markets that have
already moved beyond Greece to fo-
cus on other euro-zone countries.

“No one is really concerned
about Greece—but people are con-
cerned about the potential conta-
gion,” says Axel Merk, president and
chief investment officer of Merk
Mutual Funds.

The G-7, which represents the
major European and North Ameri-
can economies and Japan, said the
global economy has improved but
the financial recovery remains ten-
tative. Officials said they would con-
tinue to provide support to their
economies until the financial recov-
ery has taken firm hold.

The comments came after fears
that some European countries could
default on their debt sparked a mar-
ket sell-off last week. European
credit and equity markets were par-
ticularly hard hit as the cost of in-
suring against a default of the most
vulnerable countries’ bonds rose to
new highs. Those fears also weighed
on the euro, which fell to an eight-
month low as some investors jetti-
soned their European holdings.

What most worries European
policy makers is that the market
concerns could spread from the na-
tions running high deficits—Portu-
gal, Greece, Ireland and Spain—to
euro-zone members with more sta-
ble finances such as Belgium and
Austria, which saw their bonds
come under pressure last week.

“The dislocations in Greece have
reduced market liquidity,” says Mo-
hamed El-Erian, chief executive of-
ficer at giant bond manager Pacific
Investment Management Co. in
Newport Beach, Calif. “As a result,
neighboring economies become par-
tial hedges for exposures that can-
not be hedged directly and fully.”

Countries such as Belgium, Aus-
tria and France ought to be able to
weather a bond crisis well because
despite high levels of government
debt, they don’t rely on foreigners
to fund their deficits, notes Sebas-
tien Galy, currency strategist at BNP
Paribas in New York. Belgium, for
example, is a net exporter of savings
to other countries.

As euro-zone members, however,
they could still be on the hook for a
major bailout. “You can get conta-
gion because of the rescue,” Mr.
Galy says. “If you get a rescue the
bad assets will end up on the bal-
ance sheet of the good assets.”

The transmission of speculative
pressures from one country, bank or
currency to another, known as “fi-
nancial contagion,” has fueled many
of the worst financial crises the
world has seen in recent decades.

Often, pressure is transferred

from a set of financial assets to an-
other as investors react to losses by
liquidating other assets in their
portfolios. Asset liquidation was a
big reason for the contagion that
followed the financial crisis in Rus-
sia in 1998, for example.

Contagion also occurs when a
crisis prompts investors to exit in-
vestments that seem similar to
those losing value. Losses in the
price of debt in one country, for ex-
ample, can spark investors and
speculators to examine other coun-

tries with similar weaknesses. In the
Asian crisis of 1997, triggered by a
devaluation in Thailand, a series of
countries with big current-account
deficits suffered attacks on their
currencies.

This seems to be what is now
happening in Europe, where the eu-
ro-zone countries under pressure
have similar problems, says Ricardo
Hausmann, a professor at Harvard
University’s Kennedy School and a
former Venezuelan planning minis-
ter.

By Gregory Zuckerman,
Stephen Fidler

And Tom Lauricella

French Finance Minister Christine Lagarde with Canada’s Jim Flaherty Saturday.
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The England cricket team
heads to Bangladesh later this
month without regular captain
Andrew Strauss, who opted to
miss the series, handing the
leadership role to Alastair Cook
for the three One-Day Interna-
tionals and two five-day Test
matches.

A mainstay of the England
line-up, Mr. Cook was vice cap-
tain for last year’s Ashes suc-
cess and instrumental in help-
ing secure a Test series draw
and one-day series victory on
the recent tour of South Africa.

He is 5/1 with Ladbrokes to
be his country’s top-scoring
batsman for the 50-over
games, but has yet to master
the shorter format with an av-
erage of just 30.25 from 23
matches.

Paul Collingwood, a vastly
experienced specialist in limit-
ed-overs cricket, looks a better
option in the market at the
same price.

Yet this could be just the
platform for big-hitting Kevin
Pietersen to find form after an
injury-plagued year—he is 3/1
favorite to be England’s top
batsman and, on his day, is
simply unstoppable. His explo-
sive style and cavalier approach
has helped him to an average
of 45.12 and he will certainly be
confident of success against in-
ferior opponents.

England has won all eight
one-day matches against Bang-
ladesh—as well as each of its
four Tests—so there is little to
put off Victor Chandler’s 5/4 for
the 3-0 one-day series white-
wash for those who want a bit
more value than the 2/7 Eng-
land series win with William
Hill.

Tip of the day

72

Source: BBC.co.uk

Transfer rule snares footballers
Fifa’s Article 17, designed so sport follows Europe’s labor laws, turns into a tangled net

Football’s transfer system has al-
ways been a murky business.

Unlike the National Football
League or the National Basketball
Association in America, where play-
ers enter the professional ranks
amid the glitz and razzmatazz of
the college draft, the movement of
players in football is an altogether
more furtive operation.

Players are effectively the prop-
erty of their employers, bought and
sold by professional clubs without
oversight or regulation from the
sport’s authorities. Since every
player has a price attached, recruit-
ment is a cloak and dagger process.

Transfers are usually kept secret
until the last possible moment, and
often the first thing fans know
about their idols making a move
comes when they’re paraded in pub-
lic wearing the jersey of a new club.

Now, the complex web of foot-
ball’s transfer dealings has just be-
come a bit more tangled.

Last week, FIFA, the governing
body of world football, issued a rul-
ing on the latest attempt to modify
the present system of clubs trading
players like goods. The dispute con-
cerns Italian goalkeeper Morgan De
Sanctis, who walked out on Udinese,
his team in Italy’s Serie A, to join
Spanish club Sevilla in 2007 despite
being under contract.

In doing so, Mr. De Sanctis in-
voked Article 17 of FIFA’s transfer
regulations, an obscure rule intro-
duced in 2001 in an effort to bring
the football industry up to date with
modern labor laws.

The introduction of Article 17
grew out of European Commission
regulations on freedom of move-
ment for workers and allows foot-
ballers to break their contracts in
exchange for compensation to their
clubs once a “protected period” has
expired. For players under 28 years

old when they signed their contract,
they must be three years into their
deal—those over 28 can use it after
just two years.

Mr. De Sanctis, then 29, was mid-
way through a five-year deal with
Udinese when he unilaterally ripped
up his deal.

“I realized it was time for a
change, even though Udinese
thought otherwise—taking advan-
tage of the FIFA rule was the only
way out, so I used it,” he later said
at a news conference. “That’s the
way it should be for everyone, be-
cause Article 17 gives you freedom.
Sometimes colleagues find them-
selves in positions where they’re
not free to choose, and that’s not
how it should be.”

This legal loophole has been
used twice before. In 2006, the
Scottish defender Andy Webster be-
came the first player to cite Article
17 when he quit Heart of Midlothian
12 months before his contract ex-
pired to join Wigan Athletic in the
English Premier League.

A long legal battle ensued over
the amount of compensation due,
with Hearts placing a valuation of
£5 million ($7.8 million) on the de-
fender, but the Court of Arbitration
for Sport in Lausanne, Switzerland
struck an apparent blow for player
power by deciding on an award of
£150,000 to the Scottish club—a
nominal sum equivalent to the
year’s salary he had remaining on
his contract.

The ruling was said to herald a
major power shift in the transfer
market, guaranteeing the rights of
players and forcing football to ac-
cept its status as an industry like
any other.

Not so fast.
Football authorities were in-

censed by the decision, which
threatened to introduce a pay-as-
you-go system in which players
were required simply to hand in

their notice before joining rival
teams in Europe for a fraction of
their market value.

Sepp Blatter, the president of
FIFA, declared the ruling a “a Pyr-
rhic victory for those players and
their agents who toy with the idea
of rescinding contracts before they
have been fulfilled,” while Arsenal
manager Arsene Wenger said the
ruling would be “very detrimental”
to clubs which seek to nurture the
development of young footballers.

But when Brazilian playmaker
Matuzalem, captain and top scorer
for the Ukraine team Shakhtar Do-
netsk, ripped up his contract in July
2007 and signed for Spain’s Real
Zaragoza—later to be transferred to
Lazio in Italy—the pendulum swung
back in favor of the clubs.

Shakhtar took the case to FIFA
and then appealed to CAS after an
initial compensation award of €6.8
million ($10.6 million). Last May, the
Ukrainian team was awarded €12
million in a decision that took into
account the value of the player to
his former club, his salary, and even
the difficulty the team would have
in finding a suitable replacement.

No wonder that Article 17 has
since become a clause for concern
as clubs, players and agents scram-
ble to weigh up what it really
means.

“It’s really difficult to under-
stand right now how the amount of
compensation is awarded,” says
Juan de Dios Crespo Pérez, the Va-
lencia-based lawyer who success-
fully argued for FIFPro, the global
players’ union, in the Webster case
and subsequently represented
Shakhtar in the Matuzalem ruling.

The decision in the De Sanctis
case has done little to clarify things.

Where the Matuzalem ruling had
appeared to limit the Article 17 es-
cape route only to those clubs with
the deepest of pockets, this latest
ruling is less of a deterrent.

While Udinese requested €22
million in compensation, Sevilla and
Mr. De Sanctis argued the amount
should be closer to €1.5 mil-
lion—equivalent to the three years’
salary remaining on the goal-
keeper’s contract.

Last week, FIFA made its ruling,
awarding Udinese €3.9 million in
compensation. All three parties have
subsequently requested the grounds
of the decision and intend to appeal
the award in the CAS.

“None of us is happy with the
decision, although obviously we are
happier than Udinese,” says Mr. Cre-
spo Pérez, who is representing
Sevilla in the dispute. “With De
Sanctis, we have a case that is not
Webster and it is not Matuzalem. It
is something completely different.”

The lawyers for Udinese and Mr.
De Sanctis weren’t available for
comment.

If such differing applications of
Article 17 appear to show the
amount of compensation awarded is
completely arbitrary, Mr. Crespo
Pérez says that is only in keeping
with what the football authorities
want: to satisfy European law while
doing as little as possible to upset
the operation of the transfer sys-
tem, which has changed remarkably
little since its inception in England
in 1890 as a means of preventing
the poaching of players.

“It is quite impossible for clubs,
players or agents to pre-prepare a
case and say ‘this player is going to
be worth this’ and then breach the
contract,” he says. “There is no uni-
form formula. And that is exactly
what FIFA wants—to avoid a situa-
tion where a player or an agent can
end a contract with knowledge of
how much they will have to pay.”

In the meantime, players at-
tempting to use Article 17 to breach
their contracts must accept that
when it comes to compensation, it’s
a case of win, lose or draw.

BY JONATHAN CLEGG

Hamburg’s Olic Ivica (right) fights for the ball with Harry Kewell and Morgan De Sanctis (left) of Galatasaray during their UEFA Cup round of 16 in March
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States try to tax
more services
New levies considered as revenue runs short

Will plumbers, lawyers and
hot-air balloon operators be
forced to pitch in to solve state
and local government revenue
shortfalls?

Sales taxes in the U.S. today
mainly, though not exclusively, hit

sales of tangible
goods like cars and
couches. Faced
with the worst

budget crisis in a generation,
many states are looking to expand
sales taxes to services, such as
lawn care or accountants’ advice.
The goal, legislators say, is to
broaden the tax base to cover a
broader swath of the economy as
traditional sources decline.

Although in early stages, ser-
vice taxes are being considered by
legislators around the U.S. In Ken-
tucky, representatives have intro-
duced a measure to extend sales
taxes to some high-end services
like limousines and balloon rides.
In North Carolina, the legislature
last year considered, but didn’t
pass, a proposal to tax services
such as car repairs and lawn care.

In Maine, the legislature last
year passed a law that would
lower income taxes for most resi-
dents but extend sales taxes to
services such as car repairs and
dry cleaning. It faces a voter ref-
erendum in June.

Many states already tax some
services, such as hotel rooms and
restaurant tabs. And the service

sector is indirectly taxed through
the wages of employees providing
those services. But as of 2007, the
latest data available, only seven
states taxed the consumption of
professional services such as doc-
tors and lawyers said the Federa-
tion of Tax Administrators, a
trade group of state tax agencies.

Hawaii and New Mexico tax the
broadest array of services, more
than 150, including movie tickets,
according to the trade group.

The tax system ought to reflect
the nature of our current econ-
omy,” said Gerald Parsky, an in-
vestment manager who last year
chaired a commission on Califor-
nia’s tax system. The panel sug-
gested the state lower personal
income taxes, eliminate the state’s
corporate income and sales taxes,
and replace the revenue with a
“business net receipts tax” that
would tax a greater share of busi-
nesses. “The sales tax in Califor-
nia doesn’t reach the service
economy and yet the state is pro-
viding benefits to those people,”
said Mr. Parsky, a Republican. The
idea went nowhere.

Kyla Christoffersen, a policy
advocate for the California Cham-
ber of Commerce, said her organi-
zation opposed the idea for a
number of reasons including po-
tential harm to smaller businesses
like dry cleaners. “These small
businesses are trying to sell their
services and they are going to es-
sentially have to tell their con-
sumers now the prices have in-

creased,” she said.
The consumption of services,

at about $6.1 trillion a year, ac-
counts for about two-thirds of to-
tal consumer spending, yet ser-
vices aren’t widely taxed by state
and local governments. This is
rooted partly in history: Sales
taxes in the U.S. began to spread
around 75 years ago when the ser-
vice sector was a smaller share of
the economy, and legislators have
generally found it easier to raise
existing sales tax rates than to ex-
tend the tax to new areas.

As the service sector’s share of
the economy has grown, so has its
influence. “Whenever you [pro-
pose a service tax] everybody who
is in that profession shows up in
the lobby and protests it,” said
William F. Fox, a University of
Tennessee economist. “That
proves extremely difficult to over-
come.”

Stuart Crawford, owner of a
hot-air balloon ride company in La

Grange, Ky., is trying to rally char-
ter-plane companies and helicop-
ter operations to oppose the
state’s move to extend the sales
tax to high-end services including
golf-course fees, landscaping—and
chartered aircraft rides. Jim
Wayne, the Kentucky Democrat
sponsoring the proposal, said it
would update the tax code to re-
flect the modern economy and
smooth tax revenue. “We know
that the economy has shifted
away from the purchase of goods
to services,” he said.

Some tax experts long have ar-
gued the most effective way to
broaden the sales-tax base was to
expand it into the service sector.
Purveyors of goods can easily
move across state lines or online,
though services can’t easily do so.
“You can’t get your plumbing
fixed over the Internet,” said
Michael Mazerov, formerly re-
search director of the Multistate
Tax Commission, an organization

of state taxing authorities, and
now at the Center on Budget and
Policy Priorities, a liberal advo-
cacy group in Washington.

State and local governments
are funded almost entirely by
taxes on sales, property, personal
income and corporate profits,
which together account for 81% of
state and local tax revenue. High
unemployment and thriftier con-
sumer behavior have eaten into
income and sales taxes. And in
many places falling real-estate
prices have reduced property
taxes, the biggest source of local
funding and normally a stable rev-
enue stream.

The strategy of raising sales-
tax rates, adopted by several
states lately, appears to be run-
ning out of steam. The average
state sales-tax rate rose 52% be-
tween 1970 and 2007, yet the total
tax revenue as a share of con-
sumption has rose just 13%, ac-
cording to the Center on Budget.

BY CONOR DOUGHERTY

Hot-air balloons outside Kentucky’s state capitol. The state is weighing a tax on high-end services, such as balloon rides.
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Fed to Outline Plan for Future Tightening
WASHINGTON—Federal Reserve

Chairman Ben Bernanke is prepar-
ing, beginning this week, to lay out
a blueprint for a credit tightening to
be followed once the Fed decides
the economy has recovered suffi-
ciently.

The Fed is still at least several
months away from raising interest
rates or beginning to drain the flood
of money it poured into the finan-
cial system in 2008 and 2009. But
looking ahead to when the economy
grows strong enough that they must
begin tightening credit, Fed officials
have been discussing for months
which financial levers to pull, when
to start and how best to communi-
cate their intent.

The centerpiece of the strategy,
described by Fed officials in inter-
views and recent speeches, will be a
new tool Congress gave the central
bank in October 2008, the interest
rate the Fed pays banks on money
they leave on reserve at the central
bank. Known as “interest on excess
reserves,” this rate is now 0.25%.

When the Fed is ready to tap the
brakes, it plans to raise this rate,
enticing banks to keep tied up
money they otherwise might lend to
customers or other banks. It expects
this maneuver to pull up other
short-term rates throughout the
economy, including the federal-
funds rate at which banks lend to
each other overnight—long the cen-

tral bank’s main tool for steering
the economy.

“If the [Fed] were to raise the in-
terest rate paid on excess reserves,
this would raise the price of credit,”
New York Fed President William
Dudley said in a December speech.
“That, in turn, would limit the de-
mand for credit.”

In his first congressional appear-
ance since his confirmation for a
second term, Mr. Bernanke testifies
Wednesday before the House Finan-
cial Services Committee. He will re-
turn later in the month to give his
semiannual outlook for the economy
and monetary policy. He is likely to
use the appearances to explain how
the Fed expects to undo some of the
extraordinary steps it has taken.

The nature of its exit from to-
day’s unusually low interest rates
will affect everything from mort-
gage rates and what companies pay
on short-term borrowings to the
rates savers earn. The timing and
sequence of the steps are the sub-
ject of intense speculation in finan-
cial markets.

The Fed already has ended sev-
eral emergency lending programs,
but the big step of broadly tighten-
ing credit looms. For now, the cen-
tral bank has little interest in dis-
couraging bank lending or consumer
borrowing. Eventually, it will, to
forestall inflation.

In the past, it simply raised its
target for the federal-funds rate on
banks’ overnight borrowing. That

rippled through to other rates. The
Fed steers the fed-funds rate, which
has been near zero since late 2008,
by buying and selling securities to
influence the supply of money in
this market.

Because it has put so much
money into the banking system, the
Fed expects to find it harder than in
the past to raise and control the
fed-funds rate. Hence the search for
alternatives.

“Raising the rate of interest paid
on reserve balances will give us sub-
stantial leverage over the federal-
funds rate and other short-term
market interest rates, because banks
generally will not supply funds to
the market at an interest rate signif-
icantly lower than they can earn
risk-free by holding balances at the
Federal Reserve,” Mr. Bernanke told
Congress several months ago.

Plans for the Fed’s portfolio of
mortgage-backed securities are an-
other part of the debate over the
exit strategy from super-easy mone-
tary policy. The Fed is on course to
buy up to $1.25 trillion of the secu-
rities, in an effort to hold down

mortgage rates and buoy housing.
Over time, officials want to re-

duce these holdings and return to
holding U.S. Treasury securities as
the Fed’s primary asset. But they
are reluctant to take steps that
might push mortgage rates higher
and damage the still-fragile housing
market. They haven’t ruled out sell-
ing mortgage securities, but such a
move, if it occurs, is unlikely in the
early stages of tightening.

Another element of the emerging
exit strategy centers on how the Fed
describes its plans. After pushing
rates very low in the past decade,
the Fed publicly vowed to raise
them slowly—at “a measured
pace”—from 2004 to 2006. It kept
its word, raising rates in 17 consecu-
tive quarter-point increments.

Some economists say locking
into slow, predictable increases
helped fuel the borrowing boom
that led to the financial crisis. “The
predictability of the rate hikes was
a problem for some of us” at the
Fed at the time, says Marvin Good-
friend, former research director at
the Federal Reserve Bank of Rich-
mond and now at Carnegie Mellon’s
Tepper School of Management. He
says it suggested more certainty
about the outlook for the economy
and rates than existed among some
officials at the time. The wisdom of
conveying that steady-as-she-goes
approach then is still much debated
among academics and other Fed
watchers.

Such predictability is unlikely to
be repeated this time. Fed officials
are so uncertain about the outlook
for the economy and markets that
they are determined to avoid com-
mitting to an approach they might
later find inappropriate. They want
to keep open the options of raising
rates quickly, keeping them low for
a long period or moving them up
and then pausing.

Officials are warning investors
and banks to prepare for surprises.
In January, Fed Vice Chairman Don-
ald Kohn said: “Interest rates are
difficult to forecast in the most set-
tled or normal times, and their path
is especially uncertain in the current
circumstances.”

The Fed is contemplating other
innovative steps to manage some of
the money it has pumped in, steps
that officials say could come either
slightly before or alongside a boost
in the rate on reserves.

One option is to encourage banks
to tie up money at the Fed for a set
period—preventing them from lend-
ing it—in what are called “term de-
posits.” Another is to lock up funds,
and thus constrain the supply of
credit in short-term lending mar-
kets, by borrowing against the Fed’s
large portfolio of securities hold-
ings, in trades known as “reverse re-
pos.” When the Fed borrows from
the markets, it effectively takes
money out of circulation and re-
places it with securities from its
holdings.

BY JON HILSENRATH

THE
OUTLOOK

Officials are reluctant to
take steps that might push
mortgage rates higher and
damage the housing market.
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Laptops with much to offer core users
Creative designs by Dell and Sony show the portable computer is still a platform for innovation

For all the talk about new tab-
let computers like Apple’s iPad,
laptops remain the computer in-
dustry’s bread and butter, and
smaller laptops are especially
popular with consumers.

So, I’ve been testing two di-
minutive laptops, both with 11-

inch screens, that
show how clever
engineering can
take a familiar

device and customize it for partic-
ular audiences. These two ma-
chines couldn’t be more different,
and they are aimed at radically
different customers. Neither is a
bargain-priced netbook, but both
were designed with compactness
in mind.

One of these products is from
Dell’s Alienware group, which spe-
cializes in potent computers for
hard-core gamers. The device is
called the M11x, and it came out
this week at a base price of £749
(or €830). It’s an attempt to pack
much of the power gamers typi-

cally tote around inside thicker,
heavier laptops into a much more
portable chassis. The M11x weighs
about 4.4 pounds, which in the
gaming world is svelte, and is
about 1.3 inches thick.

The other machine I’ve been
testing was released by Sony over
the holiday shopping season with
relatively little mass-market fan-
fare. It’s called the Vaio X, starts
at £1,239 and is easily the lightest
laptop I’ve ever reviewed.

In fact, it’s so light, at just 1.6
pounds, that at first I thought it
must be a mock-up made of card-
board. The Vaio X is also just a
tad over a half an inch thick. Its
processor and graphics system are
like a netbook’s, so it can’t come
close to matching the Dell in per-
formance.

But it isn’t meant for the per-
formance market. It’s meant for
highly mobile users who do typi-
cal computing, want to show off
something sleek and can tolerate a
high price and weak battery life in
the standard configuration.

The M11x is a chunky box that,

despite its size, is immediately
recognizable as an Alienware
product. The power button looks
like a space alien’s face, and,
along with the keyboard and some
other features on the front edge,
it can be made to light up and
pulse in a variety of bright colors.

Inside, it sports dual graphics
systems—one powerful discrete
graphics card for heavy-duty gam-
ing, and one lesser integrated card
for other tasks or when you want
to save battery life. You can
switch between them quickly,
without rebooting.

I am not a serious gamer, but I
briefly tested the M11x on some
included 3D games, and they ran
smoothly and well. The machine
also did great on high-definition
video and on common tasks like
Web browsing, email and word
processing. It’s also packed with
ports, including an HDMI connec-
tor, the new standard for easy
hookup to a TV.

On my tough battery test, the
Alienware did pretty well, clock-
ing in at just under four hours

with the more potent graphics in
use, and just under five hours
with the lesser graphics turned
on. In normal usage patterns, you
could stretch these figures.

The downsides to this machine
are that the keyboard is cramped,
and the specs on the base model
might not satisfy a serious gamer
or video creator. It has a relatively
small 160-gigabyte hard disk and a
low-end Pentium processor.

The Sony Vaio X is a world
apart, a reminder that the com-
pany, which years ago pioneered
small, thin, costly laptops, can
keep doing so. This little com-
puter can get lost in your brief-
case.

The Vaio X comes in several
colors, but has modest specs for
the price. It uses the Intel Atom
processor, common in netbooks,
and integrated graphics. It only
comes with 2 gigabytes of mem-
ory, and the base model has a
very small 64-gigabyte solid-state
drive for storage.

The Sony is gorgeous, and its
lightness amazed everyone to

whom I showed it. It handled all
the common tasks I threw at it,
including some HD video from
YouTube, which played fine. But it
also has a cramped keyboard, plus
a tiny touch pad.

The Achilles’ heel of the Sony
is battery life. Its petite built-in
battery got a miserable one hour
and 48 minutes in my test, which
might mean 2.5 hours in normal
use. Sony does include an ex-
panded battery with the unit,
which got an impressive eight
hours and 11 minutes in my test,
or perhaps as much as 10 in typi-
cal use.

But this battery is huge. It cov-
ers the entire bottom of the ma-
chine and must be affixed with
screws. The battery roughly tri-
ples the computer’s thickness and
brings its weight to nearly three
pounds.

These two creative designs
show that, despite the coming
wave of tablets, the laptop is still
a platform for innovation.

Email mossberg@wsj.com.

BY WALTER S. MOSSBERG

Dell’s Alienware M11x, left, and
Sony’s Vaio X, right.
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Textbook publishers strike e-deals for digital devices

Major educational publishers
have struck deals with software
company ScrollMotion Inc. to
adapt their textbooks for the elec-
tronic page, as the industry em-
braces a hope that digital devices
such as Apple Inc.’s iPad will
transform the classroom.

“People have been talking
about the impact of technology on
education for 25 years. It feels
like it is really going to happen in
2010,” said Rik Kranenburg, group
president of higher education for
the education unit of McGraw-Hill
Cos. and one of the publishers in-
volved in the project.

Other publishers include
Houghton Mifflin Harcourt K-12,
which is a unit of Education Me-
dia & Publishing Group Ltd.;
Pearson PLC’s Pearson Education,
and Washington Post Co.’s Kaplan
Inc., known for its test-prep and
study guides.

Many developers and publish-
ers are working on applications
that will work on the iPad and
other digital devices. Publishers
have been investing heavily in dig-
ital education in recent years. So
far, digital education has largely
been confined to desktops and
laptops, but many college students
have been slow to embrace e-text-
books on their computers. Porta-
bility could make the difference,
however.

Maureen McMahon, president
of Kaplan Publishing, said a recent
Kaplan study showed that stu-
dents remain big fans of printed
books but that they would be
more receptive to e-textbooks on
portable digital devices.

Whether the iPad will be the
digital device to transform the
classroom remains to be seen.
“Nobody knows what device will
take off, or which ‘killer app’ will
drive student adaptations. Today
they aren’t reading e-textbooks on
their laptops. But ahead we see all

kinds of new instruction materi-
als,” said Mr. Kranenburg.

Though Apple didn’t outline its
strategy to target the educational
sector with its iPad, people famil-
iar with Apple’s thinking have said
that the iPad’s use in schools was
one of the focal points of discus-
sions in developing the product.

In its exploration of electronic
book technology, it thought par-
ticularly about how it could re-in-
vent textbooks, these people said.
Apple declined to comment on the
role of textbooks on the iPad. Ap-
ple has an edge in the educational
sector because its Macintosh com-
puters have always enjoyed a
strong following in the academic
sphere, and it already offers edu-
cational audio and video content
through its iTunes U service.

The iPad also will be helped by
the interest that schools have al-
ways had in tablet-form comput-
ers. Science teachers, for example,
could use them for taking lab
notes, which often use a combina-

tion of sentences, charts and
mathematical equations, while
others could use them on field
trips. “This is the beginning of
handheld education,” said John
Lema, chief executive of ScrollMo-
tion.

But the iPad faces competition
from other devices, notably the
cheap portable laptop computers
known as “netbooks” that have al-
ready started making in-roads in
schools. Amazon Inc., which ini-
tially failed in its attempt to pitch
its bigger-sized Kindle DX to
schools, says it has plans to offer
“active content” that works more
like programs and less like plain
books.

Jeanne Hayes, an educational
consultant in Littleton, Colo., said
the iPad’s lower-than-expected en-
try-level price will interest
schools, but some of them may
not be able to purchase the device
right away if they’ve already pur-
chased netbooks. “It will be a
matter of how Apple represents

this to schools and how they fold
it into their offerings,” she said.

It’s also unclear whether
ScrollMotion will emerge as the
leading applications provider, with
many others in the works.

A closely held New York-based
firm, ScrollMotion has already de-
veloped applications for Apple’s
iPhone and iPod Touch. ScrollMo-
tion takes digital files provided by
publishers for the iPad, adapts
them to fit on the device, and
then adds enhancements such as a
search function, dictionaries, glos-
saries, interactive quizzes and
page numbers.

The features of its iPad deal
with publishers include applica-
tions to let students play video,
highlight text, record lectures,
take printed notes, search the
text, and participate in interactive
quizzes to test how much they’ve
learned and where they may need
more work.
—Paul Sonne contributed to this
article.

BY JEFFREY A. TRACHTENBERG
AND YUKARI KANE
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Tea Party plots strategy,
with eye on election wins
Palin bolsters ties to movement, ponders running for president

NASHVILLE, Tenn.—Tea Party
activists gathered in Tennessee this
weekend grappled with a central
question looming over the burgeon-
ing political movement: Where does
it go from here?

Organizers here seek to shift the
focus from staging political rallies
to winning elections. “The Tea Party
movement is growing up,” said Jud-
son Phillips, a Nashville-based crim-
inal-defense lawyer who organized
the National Tea Party Convention.
“If 2010 is another year of rallies,
we’ve lost.”

Building a coherent movement
won’t be easy. The Tea Party activ-
ism that sprang up last year re-
mains a loosely organized concept,
held together by the broad beliefs
that politicians in both parties are
out of touch, that fiscal responsibil-
ity has run amok and that the public
view of America has dimmed.

But the movement—guided by
thousands of independent and con-
servative activists who organize
mainly through online social-net-
working sites—is prone to infighting
over its leadership and ties to the
Republican Party. There are also
tensions between those who think
the Tea Partiers should remain a
grassroots organization, and those
willing to partner with more estab-
lished groups who can offer guid-
ance on how to organize and run
campaigns.

“The current form of this move-
ment is fresh and young and frag-
ile,” said 2008 Republican vice-pres-
idential nominee Sarah Palin in a
keynote address at the convention
Saturday. “

Palin may not be an official
leader of the movement, but her ap-
pearance Saturday—televised live
and attended by 1,100 activists—un-
derscored her ability to capture the
spirit of the conservative grass-
roots.

The former Alaska governor has
embraced the Tea Party in public re-
marks, and she is stepping up her
participation in the movement, with
Saturday’s speech and appearances
at Tea Party rallies in Nevada and
Massachusetts in the next two
months. She said she intended to
endorse, and campaign and raise
money for, conservative candidates
in 2010.

She urged activists to resist ef-
forts to spark a third-party move-
ment and instead, to work to change
the current political system. “The
Republican Party would be really
smart to try and absorb as much of
the Tea Party movement as possi-
ble,” she said.

Some supporters at the conven-
tion agreed. “I suspect the Tea Party
strategy is to commandeer the Re-
publican machine,” said Roger
Webb, a 65-year-old freelance pho-
tojournalist.

As for her own political ambi-
tions, Ms. Palin hasn’t ruled out a
2012 presidential bid. “I think that
it would be absurd not to consider
it,” she told Fox News on Sunday.
Since resigning from the governor’s
office last summer, she has written
a best-selling memoir and signed a
deal with Fox News to be a political
commentator. Fox News is owned by
News Corp., which also owns The

Wall Street Journal.
Both Ms. Palin and Mr. Phillips

have acknowledged payment for her
appearance at the convention, but
they have declined to disclose the
sum. Ms. Palin defended herself
against critics by stating she
wouldn’t personally profit from the
speech, but would direct the funds
to her political action committee,
SarahPAC, which donates to Repub-
lican candidates.

The Tea Party movement boasts
of at least one primary victory so
far. Illinois venture capitalist Joe
Walsh won a six-way contest on Feb.

2 to be the Republican Party’s nomi-
nee against well-funded incumbent
Democratic Rep. Melissa Bean in a
Chicago area district. “I ran as a Tea
Party candidate in the primary, and
I’m going to run as a Tea Party can-
didate in the general,” said Mr.
Walsh, who spoke in Nashville. He
said he is the candidate for voters
who are “pissed off, scared, and an-
gry” at Washington.

The movement’s electoral mettle
will face further tests as Republican
primary elections take place across
the nation ahead of the November
general election.

BY SUSAN DAVIS

Sarah Palin at the National Tea Party Convention in Nashville, Tenn., Saturday.
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Taking a nosedive, by Time

When the bull market ofWall Street stumbled, we all took the fall. As the
global economy struggles to find its feet, keeping up to date is more important
than ever. So for breaking business news and informed articles, visit Time.com

TIME. See the world differently.
www.time.com/business

30 THE WALL STREET JOURNAL. Monday, February 8, 2010

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

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

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

Corn (cents/bu.) CBOT 351.50 -2.50 -0.71% 712.25 315.50
Soybeans (cents/bu.) CBOT 913.50 -0.50 -0.05 1,560.00 805.00
Wheat (cents/bu.) CBOT 473.25 -2.50 -0.53 1,029.25 459.00
Live cattle (cents/lb.) CME 90.400 0.325 0.36% 95.175 85.050
Cocoa ($/ton) ICE-US 3,001 -124 -3.97 3,514 2,066
Coffee (cents/lb.) ICE-US 128.80 -2.75 -2.09 188.65 115.00
Sugar (cents/lb.) ICE-US 26.17 -1.47 -5.32 30.40 11.91
Cotton (cents/lb.) ICE-US 66.62 -2.37 -3.44 84.00 49.67
Crude palm oil (ringgit/ton) MDEX 2,521.00 11 0.44 2,743 2,150
Cocoa (pounds/ton) LIFFE 2,205 -45 -2.00 2,350 1,310
Robusta coffee ($/ton) LIFFE 1,295 -15 -1.15 1,710 1,290

Copper (cents/lb.) COMEX 285.75 -2.15 -0.75 365.00 135.50
Gold ($/troy oz.) COMEX 1052.80 -10.20 -0.96 1,229.00 785.10
Silver (cents/troy oz.) COMEX 1483.00 -52.00 -3.39 2,011.50 1,045.00
Aluminum ($/ton) LME 1,982.00 -95.00 -4.57 2,356.50 1,288.00
Tin ($/ton) LME 15,675.00 -955.00 -5.74 18,250.00 9,945.00
Copper ($/ton) LME 6,260.00 -329.50 -5.00 7,695.00 3,171.00
Lead ($/ton) LME 1,937.00 -78.00 -3.87 2,615.00 995.00
Zinc ($/ton) LME 1,992.00 -103.00 -4.92 2,659.00 1,086.00
Nickel ($/ton) LME 17,400 -925 -5.05 21,150 9,475

Crude oil ($/bbl.) NYMEX 71.19 -1.95 -2.67 141.30 48.78
Heating oil ($/gal.) NYMEX 1.8748 -0.0604 -3.12 3.5280 1.3800
RBOB gasoline ($/gal.) NYMEX 1.8864 -0.0644 -3.30 2.2003 1.2176
Natural gas ($/mmBtu) NYMEX 5.515 0.099 1.83 12.590 4.550
Brent crude ($/bbl.) ICE-EU 70.08 -2.41 -3.32 83.58 51.55
Gas oil ($/ton) ICE-EU 582.25 -13.25 -2.23 688.00 502.25

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

Currencies London close on Feb. 5
Per In

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

Argentina peso-a 5.2546 0.1903 3.8438 0.2602
Brazil real 2.5632 0.3901 1.8750 0.5333
Canada dollar 1.4602 0.6848 1.0682 0.9362

1-mo. forward 1.4603 0.6848 1.0682 0.9362
3-mos. forward 1.4603 0.6848 1.0682 0.9361
6-mos. forward 1.4604 0.6847 1.0683 0.9361

Chile peso 737.32 0.001356 539.35 0.001854
Colombia peso 2726.17 0.0003668 1994.20 0.0005015
Ecuador US dollar-f 1.3670 0.7315 1 1
Mexico peso-a 17.9937 0.0556 13.1624 0.0760
Peru sol 3.9132 0.2555 2.8625 0.3493
Uruguay peso-e 26.726 0.0374 19.550 0.0512
U.S. dollar 1.3670 0.7315 1 1
Venezuela bolivar 5.87 0.170329 4.29 0.232848

ASIA-PACIFIC
Australia dollar 1.5805 0.6327 1.1561 0.8650
China yuan 9.3331 0.1071 6.8272 0.1465
Hong Kong dollar 10.6239 0.0941 7.7714 0.1287
India rupee 63.8207 0.0157 46.6850 0.0214
Indonesia rupiah 12830 0.0000779 9385 0.0001066
Japan yen 122.21 0.008182 89.40 0.011186

1-mo. forward 122.20 0.008183 89.39 0.011187
3-mos. forward 122.16 0.008186 89.36 0.011191
6-mos. forward 122.07 0.008192 89.30 0.011198

Malaysia ringgit-c 4.7081 0.2124 3.4440 0.2904
New Zealand dollar 1.9867 0.5033 1.4533 0.6881
Pakistan rupee 115.789 0.0086 84.700 0.0118
Philippines peso 63.595 0.0157 46.520 0.0215
Singapore dollar 1.9435 0.5145 1.4217 0.7034
South Korea won 1599.38 0.0006252 1169.95 0.0008547
Taiwan dollar 43.978 0.02274 32.170 0.03108
Thailand baht 45.366 0.02204 33.185 0.03013

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

Euro zone euro 1 1 0.7315 1.3671
1-mo. forward 1.0000 1.0000 0.7315 1.3670
3-mos. forward 1.0002 0.9998 0.7316 1.3668
6-mos. forward 1.0006 0.9994 0.7320 1.3662

Czech Rep. koruna-b 26.126 0.0383 19.111 0.0523
Denmark krone 7.4448 0.1343 5.4459 0.1836
Hungary forint 273.16 0.003661 199.82 0.005005
Norway krone 8.1916 0.1221 5.9922 0.1669
Poland zloty 4.0864 0.2447 2.9892 0.3345
Russia ruble-d 41.505 0.02409 30.361 0.03294
Sweden krona 10.1926 0.0981 7.4559 0.1341
Switzerland franc 1.4678 0.6813 1.0737 0.9314

1-mo. forward 1.4675 0.6814 1.0735 0.9315
3-mos. forward 1.4669 0.6817 1.0730 0.9319
6-mos. forward 1.4658 0.6822 1.0722 0.9326

Turkey lira 2.0800 0.4808 1.5215 0.6572
U.K. pound 0.8737 1.1446 0.6391 1.5647

1-mo. forward 0.8738 1.1444 0.6392 1.5645
3-mos. forward 0.8742 1.1440 0.6394 1.5639
6-mos. forward 0.8746 1.1434 0.6398 1.5630

MIDDLE EAST/AFRICA
Bahrain dinar 0.5154 1.9404 0.3770 2.6526
Egypt pound-a 7.4812 0.1337 5.4725 0.1827
Israel shekel 5.1176 0.1954 3.7435 0.2671
Jordan dinar 0.9682 1.0328 0.7083 1.4119
Kuwait dinar 0.3940 2.5382 0.2882 3.4698
Lebanon pound 2052.63 0.0004872 1501.50 0.0006660
Saudi Arabia riyal 5.1261 0.1951 3.7498 0.2667
South Africa rand 10.5379 0.0949 7.7085 0.1297
United Arab dirham 5.0212 0.1992 3.6730 0.2723

SDR -f 0.8869 1.1276 0.6487 1.5415

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 600 237.46 -5.24 -2.16% -6.2% 19.6%

23 DJ Stoxx 50 2373.24 -51.90 -2.14 -8.0 16.0

70 Euro Zone DJ Euro Stoxx 249.39 -6.58 -2.57 -9.2 15.5

13 DJ Euro Stoxx 50 2631.64 -75.81 -2.80 -11.3 12.3

27 Austria ATX 2392.69 -82.16 -3.32 -4.1 38.0

14 Belgium Bel-20 2392.52 -62.38 -2.54 -4.7 24.8

15 Czech Republic PX 1094.3 -40.9 -3.60 -2.1 49.1

20 Denmark OMX Copenhagen 329.30 -4.94 -1.48 4.3 34.7

20 Finland OMX Helsinki 6515.36 -137.05 -2.06 0.9 21.1

18 France CAC-40 3563.76 -125.49 -3.40 -9.5 14.1

19 Germany DAX 5434.34 -98.90 -1.79 -8.8 17.0

... Hungary BUX 20224.74 -590.53 -2.84 -4.7 71.0

16 Ireland ISEQ 2890.11 -61.19 -2.07 -2.9 17.4

14 Italy FTSE MIB 20815.88 -588.94 -2.75 -10.5 12.9

... Netherlands AEX 315.04 -8.19 -2.53 -6.1 20.5

13 Norway All-Shares 396.40 -7.33 -1.82 -5.6 42.1

17 Poland WIG 37502.90 -1276.43 -3.29 -6.2 56.8

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

13 Portugal PSI 20 7341.56 -101.43 -1.36 -13.3 13.7

... Russia RTSI 1411.14 -51.87 -3.55% -1.1 170.9

10 Spain IBEX 35 10103.3 -138.4 -1.35 -15.4 18.2

15 Sweden OMX Stockholm 297.20 -3.87 -1.29 -0.8 43.7

14 Switzerland SMI 6264.33 -132.18 -2.07 -4.3 22.3

11 Turkey ISE National 100 51454.89 -2008.99 -3.76 -2.6 92.5

13 U.K. FTSE 100 5060.92 -78.39 -1.53 -6.5 17.9

51 ASIA-PACIFIC DJ Asia-Pacific 117.29 -2.98 -2.48 -4.7 35.4

... Australia SPX/ASX 200 4514.06 -107.54 -2.33 -7.3 30.1

26 China CBN 600 26080.86 -540.80 -2.03 -10.2 42.5

18 Hong Kong Hang Seng 19665.08 -676.56 -3.33 -10.1 44.0

18 India Sensex 15790.93 -434.02 -2.68 -9.6 69.8

... Japan Nikkei Stock Average 10057.09 -298.89 -2.89 -4.6 24.5

... Singapore Straits Times 2683.56 -61.42 -2.24 -7.4 56.4

11 South Korea Kospi 1567.12 -49.30 -3.05 -6.9 29.5

18 AMERICAS DJ Americas 281.62 0.71 0.25% -5.0 27.9

... Brazil Bovespa 62762.70 -1171.31 -1.83 -8.5 46.8

20 Mexico IPC 30630.73 27.02 0.09 -4.6 49.9

*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 1.1561 1.8091 1.0768 0.1551 0.0381 0.1929 0.0129 0.3088 1.5805 0.2123 1.0824 ...

Canada 1.0682 1.6714 0.9948 0.1433 0.0352 0.1783 0.0119 0.2853 1.4602 0.1961 ... 0.9239

Denmark 5.4459 8.5215 5.0721 0.7304 0.1794 0.9088 0.0609 1.4548 7.4448 ... 5.0984 4.7104

Euro 0.7315 1.1446 0.6813 0.0981 0.0241 0.1221 0.0082 0.1954 ... 0.1343 0.6848 0.6327

Israel 3.7435 5.8576 3.4865 0.5021 0.1233 0.6247 0.0419 ... 5.1176 0.6874 3.5047 3.2379

Japan 89.4000 139.8886 83.2635 11.9905 2.9446 14.9194 ... 23.8814 122.2143 16.4160 83.6961 77.3265

Norway 5.9922 9.3763 5.5809 0.8037 0.1974 ... 0.0670 1.6007 8.1916 1.1003 5.6099 5.1830

Russia 30.3610 47.5074 28.2770 4.0721 ... 5.0668 0.3396 8.1103 41.5050 5.5750 28.4239 26.2607

Sweden 7.4559 11.6666 6.9441 ... 0.2456 1.2443 0.0834 1.9917 10.1926 1.3691 6.9802 6.4490

Switzerland 1.0737 1.6801 ... 0.1440 0.0354 0.1792 0.0120 0.2868 1.4678 0.1972 1.0052 0.9287

U.K. 0.6391 ... 0.5952 0.0857 0.0210 0.1067 0.0071 0.1707 0.8737 0.1174 0.5983 0.5528

U.S. ... 1.5647 0.9314 0.1341 0.0329 0.1669 0.0112 0.2671 1.3670 0.1836 0.9362 0.8650

Source: Thomson Reuters via WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of February 05, 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* 283.11 2.92% -5.5% 36.1%

2.50 27 World (Developed Markets) 1,106.37 2.94 -5.3 31.9

2.30 29 World ex-EMU 130.74 2.70 -4.3 31.8

2.40 31 World ex-UK 1,103.81 2.92 -5.1 31.5

3.00 27 EAFE 1,488.60 2.63 -5.8 33.5

2.10 20 Emerging Markets (EM) 926.41 2.79 -6.4 74.9

3.40 17 EUROPE 84.19 -2.68 -4.6 25.8

3.60 20 EMU 161.31 4.34 -10.6 32.4

3.20 22 Europe ex-UK 91.59 -2.95 -5.2 25.5

4.40 15 Europe Value 93.68 -2.84 -5.8 29.2

2.40 20 Europe Growth 73.48 -2.53 -3.5 22.7

2.20 28 Europe Small Cap 159.25 -2.36 1.3 55.5

1.80 18 EM Europe 287.26 -3.36 3.1 95.7

3.60 12 UK 1,526.74 -2.15 -5.0 24.3

2.60 26 Nordic Countries 138.12 -2.56 1.3 43.2

1.30 20 Russia 751.37 -3.13 0.7 98.0

2.50 16 South Africa 678.09 -1.98 -4.1 21.7

2.60 22 AC ASIA PACIFIC EX-JAPAN 390.40 1.44 -6.3 71.0

1.70 -36 Japan 569.93 -0.62 0.3 16.5

2.00 19 China 60.33 -1.94 -6.9 61.2

1.00 20 India 659.82 -1.87 -6.7 82.0

1.10 16 Korea 458.86 -0.08 -4.6 43.4

2.60 232 Taiwan 273.40 -0.30 -7.6 71.3

1.90 32 US BROAD MARKET 1,180.07 3.27 -4.6 31.1

1.40 602 US Small Cap 1,587.85 3.62 -5.0 42.0

2.70 17 EM LATIN AMERICA 3,653.71 5.86 -11.2 76.4

*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.

2.29% 19 DJ Global Index -a 212.30 -1.29% 29.9%

1.94 20 Global Dow 1260.70 -0.79% 19.0% 1824.34 -1.91 26.2

2.53 58 Stoxx 600 237.50 -2.16 19.6 242.44 -2.94 27.2

2.63 42 Stoxx Large 200 252.20 -2.14 17.1 256.13 -2.92 24.5

2.10 -86 Stoxx Mid 200 226.80 -2.13 30.6 230.33 -2.91 39.0

1.98 -62 Stoxx Small 200 146.20 -2.41 38.4 148.36 -3.18 47.2

2.58 70 Euro Stoxx 249.40 -2.57 15.5 254.63 -3.34 22.9

2.67 54 Euro Stoxx Large 200 263.30 -2.60 13.6 267.10 -3.37 20.8

2.13 -688 Euro Stoxx Mid 200 237.80 -2.38 20.7 241.19 -3.16 28.3

2.18 -54 Euro Stoxx Small 200 159.00 -2.57 36.0 161.12 -3.35 44.7

4.09 18 Stoxx Select Dividend 30 1371.00 -1.84 16.8 1603.94 -2.62 24.2

3.67 25 Euro Stoxx Select Div 30 1606.00 -2.17 23.0 1886.18 -2.95 30.8

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

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

4.40% 14 U.S. Select Dividend -d 627.56 0.14% 23.7%

3.87 15 Infrastructure 1467.60 -0.77% 15.4% 1906.47 -1.88 22.3

1.27 44 Luxury 857.00 -1.73 45.7 993.27 -2.51 54.9

6.55 6 BRIC 50 409.10 -2.11 56.9 533.22 -2.89 66.9

2.96 14 Africa 50 772.20 -1.05 39.6 670.04 -1.84 48.5

3.78 16 GCC 1300.79 -0.02 19.6

2.76 17 Sustainability 800.80 -1.07 20.8 924.29 -1.85 28.5

2.20 14 Islamic Market -a 1857.00 -1.02 27.1

2.50 15 Islamic Market 100 1710.50 -0.06 10.5 2001.16 -0.86 17.5

3.88 17 Islamic Turkey -c 2906.10 -4.99 50.9
1.85 23 DJ U.S. TSM 11005.56 0.31 25.3

DJ-UBS Commodity 127.50 -0.60 5.2 126.56 -1.39 11.9

*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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Iranian president orders enrichment
Ahmadinejad contradicts earlier statements that regime would consider sending uranium out of the country

Iranian President Mahmoud Ah-
madinejad ordered his country’s nu-
clear agency to begin enriching ura-
nium for use in a medical-research
reactor, ratcheting up Tehran’s defi-
ance over Western demands that it
curb its nuclear ambitions.

The statement was carried Sun-
day on state TV as the country cele-
brates the 31st anniversary of the
Iranian revolution. It came amid a
flurry of announcements in which
Mr. Ahmadinejad has attempted to
project an image of strength, even

as the regime faces the threat of do-
mestic unrest later this week.

It also seemed to contradict Mr.
Ahmadinejad’s statements last week
that Iran was willing to embrace a
deal brokered last year by the Inter-
national Atomic Energy Agency for
Iran to ship the bulk of its lower-en-
riched uranium overseas to be fur-
ther enriched to the 20% purity
level needed for its medical reactor.

Speaking at a laser-technology
exhibition on Sunday in Tehran, Mr.
Ahmadinejad called on Ali Akbar
Salehi, head of Iran’s atomic agency,
who was sitting in the audience, to
begin enriching uranium to 20% pu-
rity. Mr. Ahmadinejad said Iran “was
still open to negotiations on the is-

sue” with the international commu-
nity, according to state media.

U.S. Defense Secretary Robert
Gates said Sunday he believed there
was still time for sanctions to work
to halt Iran’s nuclear program de-
spite the Iranian president’s deci-
sion.

“If the international community
will stand together and bring pres-
sure to bear on the Iranian govern-
ment, I believe there is still time for
sanctions and pressure to work,”
Mr. Gates said in Rome following
meetings with his Italian counter-
part. “But we must all work to-
gether.”

Despite that apparent shift by
the Iranian government, Mr. Gates

has said he didn’t believe the two
sides were near a deal, a stance he
reiterated on Sunday.

“The international community
has offered the Iranian government
multiple opportunities to provide
reassurance on its intentions,” Mr.
Gates said. “The results have been
very disappointing.”

U.S. efforts to rally members of
the United Nations Security Council
to support new sanctions have run
into obstacles in Beijing, where the
Chinese government has shown re-
sistance to the plan. Although he
didn’t single China out by name, Mr.
Gates’s call for international unity in
the face of Mr. Ahmadinejad’s deci-
sion appeared aimed at Beijing.

“Rather than single any country
out, I would simply say I think all of
us can do more,” he said.

Iran has been convulsed by a se-
ries of large-scale, often violent
demonstrations following contested
June 12 elections. Opposition lead-
ers have called on demonstrators to
pour into the streets of Tehran and
other cities on Feb. 11, the culmina-
tion of celebrations marking the an-
niversary of the founding of the Is-
lamic Republic. Iranian leaders have
heightened threats of a harsh crack-
down on protests, including hanging
two political prisoners last month
and threatening to execute demon-
strators who have been detained in
earlier antigovernment protests.

By Chip Cummins in Dubai
and Peter Spiegel in Rome

Iran’s President Mahmoud Ahmadinejad visits a laser-technology exhibition Sunday in Tehran, where he called on the nation’s atomic agency to begin enriching uranium to 20% purity.

Zuma apologizes for fathering ‘love child’
JOHANNESBURG—South African

President Jacob Zuma, reacting to a
firestorm of criticism, has apolo-
gized for fathering a child with a

woman who wasn’t one of his wives.
In a statement Saturday, the 67-

year-old president said the birth has
put pressure on his family and his
political organization, the African
National Congress. He also acknowl-
edged the anger of South Africans
over the matter, saying, “I deeply
regret the pain that I have caused.”

Mr. Zuma officially has three
wives and 19 children. He is an
avowed polygamist in a country
where the practice is accepted. But
many of those who voted for him,
and who have defended his right to
hew to the Zulu tradition of multi-
ple wives, seem less accepting about
the most recent affair.

Mr. Zuma’s camp also appeared
caught off-guard by the uproar.

After a South African newspaper
reported the love child last week, a
public furor followed. President
Zuma admitted paternity on
Wednesday, but then he blamed the
media for invading his family’s pri-

vacy. On Thursday, the president’s
office announced he would be taking
an unscheduled two-day vacation.
The break did little to quiet the con-

troversy, as commentators debated
the extent of political damage Mr.
Zuma had done to himself.

The mother of the new baby is

Sonono Khoza, the daughter of Irv-
ing Khoza. Mr. Khoza was part of
the team that helped win South Af-
rica’s right to host the 2010 World
Cup in South Africa. President Zuma
said he was making payment to the
Khoza family.

President Zuma has bounced
back from personal troubles before.
A self-styled populist, Mr. Zuma dis-
lodged the erudite but distant
Thabo Mbeki from president of the
African National Congress in
2007—a year after a judge cleared
Mr. Zuma of rape charges.

“Zuma’s popularity is that he’s
not a saint but he’s a weak man who
can’t control his appetite like the
rest of us,” said journalist Mark Ge-
visser. “He does something bad,
apologizes, and everyone forgives
him,” he added.

Mr. Zuma was elected president
last year by cobbling together leftist
parties, business interests and his
party’s young firebrand leaders.

BY PETER WONACOTT

South African President Jacob Zuma at the World Economic Forum last month.
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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 0.86 100.62% 0.01% 1.00 0.65 0.82

Eur. High Volatility: 12/1 1.22 98.99 0.01 1.76 0.92 1.30

Europe Crossover: 12/1 4.68 101.24 0.05 6.15 3.79 4.95

Asia ex-Japan IG: 12/1 1.17 99.21 0.01 1.29 0.87 1.05

Japan: 12/1 1.43 97.99 0.01 1.68 0.99 1.33

Note: Data as of February 4

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

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

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

Nomura $1,366 13.8% 73% 16% 12% ...

Daiwa Securities SMBC Co Ltd 626 6.3 66 25 9 ...

Mizuho 523 5.3 35 44 11 11%

Morgan Stanley 508 5.1 74 11 15 ...

Mitsubishi UFJ Securities 473 4.8 45 37 8 10

UBS 446 4.5 65 13 23 ...

JPMorgan 406 4.1 77 8 14 1

Goldman Sachs 398 4.0 75 10 15 ...

Credit Suisse 290 2.9 64 12 23 1

Source: Dealogic

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 -1.90% -1.93% -0.6% -1.9% 4.5%

Event Driven -1.70 -1.24 0.9 -1.0 12.8

Equity Long/Short -1.21 -1.51 1.3 -1.0 2.1

*Estimates as of 02/04/10, 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: 10012.23 s 10.05, or 0.10%

YEAR TO DATE: t 415.82, or 4.0%

OVER 52 WEEKS s 1,731.64, or 20.9%

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

Vodafone Grp U.K. Mobile Telecommunications $126.8 1.39 -0.07% 0.6% -6.7%

Banco Santander Spain Banks 103.0 9.24 -0.16 51.9 -31.8

Anglo Amer U.K. General Mining 47.7 22.74 -0.29 52.9 -10.4

Deutsche Telekom Germany Mobile Telecommunications 54.9 9.21 -0.31 -8.6 -32.9

UBS Switzerland Banks 46.0 13.88 -0.50 6.9 -80.5

AXA France Full Line Insurance $44.2 14.28 -6.05% 11.1 -55.2

ING Groep Netherlands Life Insurance 33.1 6.27 -5.87 22.8 -76.5

BNP Paribas France Banks 76.2 47.11 -5.49 66.8 -44.5

Soc. Generale France Banks 38.8 38.38 -4.19 33.2 -69.2

Intesa Sanpaolo Italy Banks 41.4 2.56 -4.03 6.1 -55.7

...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

British Amer Tob 65.1 20.54 -0.84% 11.7% 29.4%
U.K. (Tobacco)
Royal Dutch Shell A 95.9 19.78 -0.85 -0.9 -23.0
U.K. (Integrated Oil & Gas)
Novartis 140.7 57.15 -0.87 16.6 -22.0
Switzerland (Pharmaceuticals)
BP 181.1 5.60 -0.90 9.6 4.1
U.K. (Integrated Oil & Gas)
Iberdrola 41.9 5.84 -1.05 -0.2 -33.3
Spain (Conventional Electricity)
Barclays 48.0 2.69 -1.18 156.7 -64.3
U.K. (Banks)
SAP 55.9 33.39 -1.21 13.1 -7.0
Germany (Software)
HSBC Hldgs 176.4 6.48 -1.22 35.3 -19.2
U.K. (Banks)
RWE 44.8 62.65 -1.23 -0.8 -25.5
Germany (Multiutilities)
BHP Billiton 63.7 18.25 -1.56 36.7 74.3
U.K. (General Mining)
Telefonica 105.7 16.44 -1.56 11.6 -4.1
Spain (Fixed Line Telecommunications)
Credit Suisse Grp 48.6 44.10 -1.56 35.5 -49.9
Switzerland (Banks)
Deutsche Bk 36.7 43.19 -1.58 100.7 -59.6
Germany (Banks)
GlaxoSmithKline 107.8 12.06 -1.63 -4.1 -16.8
U.K. (Pharmaceuticals)
L.M. Ericsson Tel B 28.8 71.95 -1.71 2.2 -44.0
Sweden (Telecommunications Equipment)
France Telecom 58.8 16.23 -1.81 -13.1 -24.3
France (Fixed Line Telecommunications)
Rio Tinto 72.7 30.36 -1.87 87.8 36.3
U.K. (General Mining)
Tesco 51.0 4.11 -1.93 10.1 -5.1
U.K. (Food Retailers & Wholesalers)
BASF 49.5 39.43 -2.05 51.1 2.4
Germany (Commodity Chemicals)
Astrazeneca 62.1 27.32 -2.06 5.7 -6.5
U.K. (Pharmaceuticals)

Latest,
Market value, in local STOCK PERFORMANCE

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

UniCredit 51.3 1.95 -2.06% 79.1% -66.8%
Italy (Banks)
Allianz SE 48.0 77.61 -2.12 13.8 -50.5
Germany (Full Line Insurance)
Siemens 77.1 61.67 -2.19 24.5 -25.9
Germany (Diversified Industrials)
Daimler 46.9 32.32 -2.36 31.3 -34.8
Germany (Automobiles)
E.ON 70.0 25.60 -2.48 -1.6 -30.2
Germany (Multiutilities)
Diageo 43.2 10.00 -2.53 7.4 -1.0
U.K. (Distillers & Vintners)
ABB 40.7 18.79 -2.54 17.1 -16.0
Switzerland (Industrial Machinery)
ArcelorMittal 58.3 27.31 -2.79 23.7 -25.1
Luxembourg (Iron & Steel)
Nestle 164.4 48.35 -2.79 26.6 3.3
Switzerland (Food Products)
Banco Bilbao Vizcaya 49.6 9.67 -2.88 31.8 -50.8
Spain (Banks)
Nokia 49.9 9.75 -3.08 -6.8 -42.2
Finland (Telecommunications Equipment)
ENI 87.7 16.01 -3.09 -8.6 -35.1
Italy (Integrated Oil & Gas)
Bayer 52.9 46.82 -3.16 6.4 5.0
Germany (Specialty Chemicals)
BG Grp 62.2 11.12 -3.22 2.5 50.5
U.K. (Integrated Oil & Gas)
Roche Hldg Pt. Ct. 111.1 169.80 -3.25 16.9 -24.9
Switzerland (Pharmaceuticals)
Sanofi-Aventis 92.9 51.68 -3.26 15.9 -23.4
France (Pharmaceuticals)
Assicurazioni Genli 34.1 16.04 -3.26 1.9 -46.4
Italy (Full Line Insurance)
Total 128.8 40.13 -3.46 -4.3 -23.9
France (Integrated Oil & Gas)
GDF Suez 81.0 26.23 -3.48 -12.1 -23.0
France (Multiutilities)
Unilever 49.2 20.98 -3.78 25.7 3.6
Netherlands (Food Products)

Sources: Dow Jones Indexes; WSJ Market Data Group

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 39.20 $25.24 0.21 0.84%
Alcoa AA 42.40 13.18 0.27 2.09
AmExpress AXP 11.90 37.85 0.32 0.85
BankAm BAC 283.80 15.00 0.25 1.69
Boeing BA 9.20 58.40 -0.92 -1.55
Caterpillar CAT 15.00 51.75 0.35 0.68
Chevron CVX 16.50 71.18 -0.19 -0.27
CiscoSys CSCO 94.60 23.70 0.54 2.33
CocaCola KO 14.10 53.09 -0.34 -0.64
Disney DIS 11.30 29.54 -0.13 -0.44
DuPont DD 9.10 32.73 0.21 0.65
ExxonMobil XOM 40.10 64.80 0.08 0.12
GenElec GE 137.60 15.79 -0.25 -1.56
HewlettPk HPQ 19.00 47.32 0.29 0.62
HomeDpt HD 19.20 27.98 0.05 0.18
Intel INTC 84.80 19.47 0.45 2.37
IBM IBM 8.10 123.52 0.52 0.42
JPMorgChas JPM 72.10 38.30 -0.05 -0.13
JohnsJohns JNJ 15.80 62.64 0.00 0.00
KftFoods KFT 49.10 28.44 0.05 0.18
McDonalds MCD 13.30 63.37 -0.69 -1.08
Merck MRK 21.70 36.73 -0.37 -1.00
Microsoft MSFT 77.10 28.02 0.18 0.65
Pfizer PFE 87.90 17.96 -0.07 -0.39
ProctGamb PG 14.00 61.30 -0.10 -0.16
3M MMM 5.00 78.54 -0.67 -0.85
TravelersCos TRV 5.90 50.28 0.55 1.11
UnitedTech UTX 7.40 66.50 0.12 0.18
Verizon VZ 22.30 28.74 0.11 0.38

WalMart WMT 14.60 53.45 0.48 0.91

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

M real 861 –26 –76 –34

Cognis 452 –23 –39 54

Allied Domecq 68 –5 –3 1

Man Gp 175 –5 –7 22

Thomson Reuters Group 32 ... 1 2

Novartis 42 ... ... 2

Six Continents 54 ... ... 1

BASF Specialty Chems Hldg 19 ... ... ...

Imperial Chem Inds 18 ... ... 2

Cadbury Hldgs 35 ... –3 –28

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

Gas Nat SDG 124 25 33 63

Nielsen 518 26 26 89

Alcatel Lucent 640 28 23 114

EDP Energias de Portugal 144 30 37 84

Hellenic Rep 425 31 21 175

Portugal Telecom SGPS 155 32 45 89

Portugal Telecom Intl Fin 155 34 44 90

ONO Fin II 971 52 35 148

Bco Espirito Santo 251 62 94 148

Bco Comercial Portugues 238 62 97 165

Source: Markit Group

BLUE CHIPS � BONDS
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Toyota response
has deep roots
The troubles have significance for Japan

In Japan there is a proverb, “If it
stinks, put a lid on it.” Alas, this
seems to have been Toyota’s ap-
proach to its burgeoning safety cri-
sis, initially denying, minimizing
and mitigating the problems involv-
ing brakes that don’t brake and ac-
celerators that have a mind of their
own. President Akio Toyoda, grand-
son of the founder, was MIA for two
weeks and the company has ap-
peared less than forthcoming about
critical safety issues, risking the
trust of its customers world-wide.

This has been a public-relations
nightmare for Toyota, as its brand
name has been synonymous with
quality and reliability. Crisis man-
agement does not get any more
woeful than this and the cost of
this bungling so far—the initial $2
billion recall and the loss of 17% of
share value since Jan. 21, when the
gas-pedal recall was announced—is
only a down payment on the final
tally. The recall will surely expand,
including cars produced in Japan.
Lawsuits are being filed and an ex-
pensive settlement looms. And then
there are the idle factories and
empty showrooms to account for.

It is not surprising that Toyota’s
response has been dilatory and in-
ept, because crisis management in
Japan is grossly undeveloped. Over
the past two decades, I cannot think
of one instance where a Japanese
company has done a good job man-
aging a crisis. The pattern is all too
familiar, typically involving slow ini-
tial response, minimizing the prob-
lem, foot dragging on the product
recall, poor communication with the
public about the problem and too
little compassion and concern for
consumers adversely affected by the
product. Whether it’s exploding
televisions, fire-prone appliances,
tainted milk or false labeling, in
case after case companies have
shortchanged their customers by
shirking responsibility until the ac-
cumulated evidence forces belated
disclosure and recognition of culpa-
bility. The costs of such negligence
are low in Japan where compensa-
tion for product liability claims is
mostly derisory or non-existent.

One glowing exception to this
parsimonious record is the saga in-
volving pharmaceutical companies
that kept selling tainted blood prod-
ucts to hemophiliacs that left many
of them infected with HIV in the
1980s. The government was aware
of the issue and failed to stop this
avoidable public health crisis. After

years of denial, the current finance
minister, Naoto Kan, who was health
minister in 1994, revealed docu-
ments showing that the government
allowed the companies to continue
selling the bad blood so that they
would not lose market share to for-
eign companies selling safe blood
products. In doing so he paved the
way for a relatively generous settle-
ment and an abject apology by drug
company executives, collectively on
hands and knees touching their
noses to the floor in demonstrating
their contrition to victims.

Usually, however, producer inter-
ests trump consumer safety.

Japanese firms often seek to
cover up or fudge the facts and the
people communicating with the me-
dia and public often do not have the
information they need to do their
job. The absence of a structure to
quickly get accurate information to
top management hampers an accu-
rate and adequate response. That
leaves management unprepared to
deal with media questioning and
conveys an image of stonewalling
and indifference.

There is a cultural element to
this penchant for mismanaging cri-
sis. The shame and embarrassment
of owning up to product defects in a
nation obsessed with craftsmanship
and quality raises the bar on disclo-
sure and assuming responsibility.
And a high-status company like Toy-
ota has much to lose since its corpo-
rate face is at stake. The shame of
producing defective cars is sup-
posed to be other firms’ problems,
not Toyota’s, and the ongoing PR di-
saster reveals just how unprepared
the company is for crisis manage-
ment and how embarrassed it is. In
addition, employees’ identities are
closely tied to their company’s im-
age, and loyalty to the firm over-
rides concerns about consumers.

There is also a culture of defer-
ence inside corporations that makes
it hard for those lower in the hierar-
chy to question their superiors or
inform them about problems. The
focus on consensus and group is an
asset in building teamwork, but also
can make it hard to challenge what
has been decided or designed. Such
cultural inclinations are not un-
known elsewhere around the world,
but they are exceptionally powerful
within Japanese corporate culture.

Jeff Kingston is director of Asian
Studies at Temple University Ja-
pan. His book “Contemporary Ja-
pan: History, Politics and Social
Change” is due out in September.

BY JEFF KINGSTON

A row of 2010 Toyota Prius hybrid cars sit in a sales lot.
Bloomberg/Getty Images
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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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n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 02/04 GBP 7.81 -5.3 18.7 -5.8
Andfs. Borsa Global GL EQ AND 02/04 EUR 6.14 -5.6 10.8 -15.9
Andfs. Emergents GL EQ AND 02/04 USD 16.30 -6.1 67.3 -8.1
Andfs. Espanya EU EQ AND 02/04 EUR 11.94 -14.2 18.9 -12.6
Andfs. Estats Units US EQ AND 02/04 USD 14.30 -4.8 21.3 -12.8
Andfs. Europa EU EQ AND 02/04 EUR 7.19 -8.3 16.8 -14.0
Andfs. Franca EU EQ AND 02/04 EUR 9.02 -7.3 14.3 -14.7
Andfs. Japo JP EQ AND 02/04 JPY 504.64 -1.3 24.0 -14.2
Andfs. Plus Dollars US BA AND 02/04 USD 9.34 -1.1 14.1 -5.7
Andfs. RF Dolars US BD AND 02/04 USD 11.57 1.2 15.5 0.3
Andfs. RF Euros EU BD AND 02/04 EUR 10.94 1.1 23.1 -0.3
Andorfons EU BD AND 02/04 EUR 14.61 0.8 26.3 -1.5
Andorfons Alternative Premium OT OT AND 12/31 EUR 98.97 7.1 7.1 -7.7
Andorfons Mix 30 EU BA AND 02/04 EUR 9.46 -1.1 21.9 -7.9
Andorfons Mix 60 EU BA AND 02/04 EUR 8.96 -3.4 16.6 -14.2

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 01/29 USD 272481.56 -0.7 107.7 7.0

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT OT LUX 02/05 EUR 9.19 0.2 -4.9 -2.9
DJE-Absolut P GL EQ LUX 02/05 EUR 200.60 -2.0 18.2 -7.1
DJE-Alpha Glbl P EU BA LUX 02/05 EUR 173.44 -2.7 16.3 -4.8
DJE-Div& Substanz P GL EQ LUX 02/05 EUR 212.37 -1.3 21.4 -2.8
DJE-Gold&Resourc P OT EQ LUX 02/05 EUR 156.62 -8.1 18.4 -9.5
DJE-Renten Glbl P EU BD LUX 02/05 EUR 131.86 1.0 8.9 4.1
LuxPro-Dragon I AS EQ LUX 02/05 EUR 141.37 -10.5 43.0 -5.8
LuxPro-Dragon P AS EQ LUX 02/05 EUR 137.57 -10.6 42.4 -6.2
LuxTopic-Aktien Europa EU EQ LUX 02/05 EUR 16.42 -7.3 22.3 -2.1
LuxTopic-Pacific AS EQ LUX 02/05 EUR 17.01 3.8 82.5 -5.3

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 02/04 EUR 24.44 0.5 -1.3 -39.7
MP-TURKEY.SI OT OT SVN 02/04 EUR 36.97 6.5 91.0 -5.0

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 02/04 EUR 14.10 5.5 53.9 1.9
Parex Eastern Europ Bd EU BD LVA 02/04 USD 15.25 4.2 70.2 5.0
Parex Russian Eq EE EQ LVA 02/04 USD 20.59 5.5 165.3 -16.3

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 02/04 EUR 119.85 -1.2 NS NS
PF (LUX)-Asian Eq-Ica AS EQ LUX 02/05 USD 156.68 -10.6 54.4 -14.6
PF (LUX)-Asian Eq-Pca AS EQ LUX 02/05 USD 148.99 -10.7 53.1 -15.4
PF (LUX)-Biotech-Pca OT EQ LUX 02/04 USD 284.18 0.4 -6.4 -6.9
PF (LUX)-CHF Liq-Pca CH MM LUX 02/04 CHF 124.20 0.0 0.1 0.8
PF (LUX)-CHF Liq-Pdi CH MM LUX 02/04 CHF 93.39 0.0 0.1 0.8
PF (LUX)-Digital Comm-Pca OT EQ LUX 02/04 USD 108.74 -6.9 39.9 -6.4
PF (LUX)-East Eu-Pca EU EQ LUX 02/04 EUR 334.55 6.4 169.1 -13.2
PF (LUX)-Emg Mkts-Pca GL EQ LUX 02/05 USD 484.00 -9.3 68.3 -15.6
PF (LUX)-Eu Indx-Pca EU EQ LUX 02/04 EUR 96.70 -4.3 27.7 -11.5
PF (LUX)-EUR Bds-Pca EU BD LUX 02/04 EUR 388.74 1.1 5.8 2.7
PF (LUX)-EUR Bds-Pdi EU BD LUX 02/04 EUR 285.07 1.1 5.8 2.7
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 02/04 EUR 150.58 1.8 19.6 6.4
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 02/04 EUR 102.08 1.8 19.6 6.4
PF (LUX)-EUR HiYld-Pca EU BD LUX 02/04 EUR 151.49 3.6 56.7 7.2

PF (LUX)-EUR HiYld-Pdi EU BD LUX 02/04 EUR 83.03 3.6 56.7 7.1
PF (LUX)-EUR Liq-Pca EU MM LUX 02/04 EUR 136.01 0.0 0.8 2.1
PF (LUX)-EUR Liq-Pdi EU MM LUX 02/04 EUR 96.70 0.0 0.8 2.1
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 02/04 EUR 102.41 0.0 0.3 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 02/04 EUR 99.93 0.0 0.3 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 02/04 EUR 394.26 -3.3 29.6 -14.1
PF (LUX)-EuSust Eq-Pca EU EQ LUX 02/04 EUR 128.10 -3.7 28.6 -12.3
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 02/04 USD 243.54 0.1 28.3 9.5
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 02/04 USD 158.16 0.1 28.2 9.5
PF (LUX)-Gr China-Pca AS EQ LUX 02/05 USD 312.94 -10.9 57.6 -9.0
PF (LUX)-Indian Eq-Pca EA EQ LUX 02/05 USD 326.29 -9.5 85.0 -17.4
PF (LUX)-Jap Index-Pca JP EQ LUX 02/05 JPY 8713.47 -1.9 16.8 -18.1
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 02/05 JPY 7643.58 -1.3 14.1 -20.9
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 02/05 JPY 7408.93 -1.4 13.4 -21.4
PF (LUX)-JpEq130/30-Pca JP EQ LUX 02/05 JPY 4349.82 -1.5 20.4 -16.6
PF (LUX)-MidEast&NorAfr-Pca OT OT LUX 02/03 USD 45.08 0.5 NS NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 02/05 USD 245.67 -10.0 74.0 -8.8
PF (LUX)-Piclife-Pca CH BA LUX 02/04 CHF 784.02 -0.9 13.4 -2.1
PF (LUX)-PremBrnds-Pca OT EQ LUX 02/04 EUR 64.62 -1.1 56.0 -2.6
PF (LUX)-Rus Eq-Pca OT OT LUX 02/04 USD 65.23 1.3 236.9 -14.6
PF (LUX)-Security-Pca GL EQ LUX 02/04 USD 94.13 -5.5 31.4 -2.5
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 02/04 EUR 454.69 0.4 36.5 -9.7
PF (LUX)-Timber-Pca OT OT LUX 02/04 USD 98.81 -7.2 57.9 NS
PF (LUX)-US Eq-Ica US EQ LUX 02/04 USD 98.23 -4.5 27.9 -9.9
PF (LUX)-USA Index-Pca US EQ LUX 02/04 USD 86.48 -4.6 29.3 -11.0
PF (LUX)-USD Gov Bds-Pca US BD LUX 02/04 USD 515.97 1.6 0.7 3.2
PF (LUX)-USD Gov Bds-Pdi US BD LUX 02/04 USD 368.93 1.6 0.7 3.3
PF (LUX)-USD Liq-Pca US MM LUX 02/04 USD 131.03 0.0 0.6 1.3
PF (LUX)-USD Liq-Pdi US MM LUX 02/04 USD 84.85 0.0 0.6 1.3
PF (LUX)-USD Sov Liq-Pca OT OT LUX 02/04 USD 101.55 0.0 0.2 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 02/04 USD 100.05 0.0 0.2 NS
PF (LUX)-Water-Pca GL EQ LUX 02/04 EUR 121.78 -1.7 14.8 -8.0
PF (LUX)-WldGovBds-Pca GL BD LUX 02/05 USD 165.30 0.1 5.5 4.1
PF (LUX)-WldGovBds-Pdi GL BD LUX 02/05 USD 134.04 0.1 5.5 4.1

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 02/04 USD 12.42 -7.7 63.0 -0.7
Japan Fund USD JP EQ IRL 02/05 USD 16.26 2.3 19.1 0.7
Polar Healthcare Class I USD OT OT IRL 02/04 USD 12.67 -2.0 NS NS
Polar Healthcare Class R USD OT OT IRL 02/04 USD 12.64 -2.1 NS NS

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 12/31 USD 113.39 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 12/31 USD 10.82 35.9 -24.7 -17.9
Europn Conviction USD B EU EQ CYM 12/31 USD 137.33 8.8 8.8 9.7
Europn Forager USD B OT OT CYM 12/31 USD 223.84 25.1 25.1 4.5
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 12/31 USD 183.96 10.9 10.9 7.5

n PT CIPTADANA ASSET MANAGEMENT
Tel: +6221 25574 883 Fax: +6221 25574 893 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 01/27 USD 127.58 0.2 121.1 2.5

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 02/04 EUR 668.06 -5.6 23.8 -12.3
Core Eurozone Eq B EU EQ IRL 02/04 EUR 774.22 -6.9 24.3 NS
Euro Fixed Income A EU BD IRL 02/04 EUR 1268.01 1.9 15.0 0.1
Euro Fixed Income B EU BD IRL 02/04 EUR 1354.47 1.9 15.7 0.7
Euro Small Cap A EU EQ IRL 02/04 EUR 1202.90 0.2 40.3 -12.2
Euro Small Cap B EU EQ IRL 02/04 EUR 1289.25 0.2 41.2 -11.7
Eurozone Agg Eq A EU EQ IRL 02/04 EUR 627.63 -4.3 29.6 -13.7
Eurozone Agg Eq B EU EQ IRL 02/04 EUR 902.49 -4.3 30.4 -13.1
Glbl Bd (EuroHdg) A GL BD IRL 02/04 EUR 1403.00 2.0 17.0 3.5
Glbl Bd (EuroHdg) B GL BD IRL 02/04 EUR 1489.99 2.1 17.7 4.2
Glbl Bd A EU BD IRL 02/04 EUR 1162.49 5.2 12.0 6.8
Glbl Bd B EU BD IRL 02/04 EUR 1238.78 5.3 12.8 7.4
Glbl Real Estate A OT EQ IRL 02/04 USD 838.95 -6.4 46.6 -18.5
Glbl Real Estate B OT EQ IRL 02/04 USD 865.42 -6.4 47.5 -18.0
Glbl Real Estate EH-A OT EQ IRL 02/04 EUR 757.62 -5.9 39.5 -18.9
Glbl Real Estate SH-B OT EQ IRL 02/04 GBP 71.37 -5.8 39.6 -18.8
Glbl Strategic Yield A EU BD IRL 02/04 EUR 1626.67 1.2 39.3 4.8
Glbl Strategic Yield B EU BD IRL 02/04 EUR 1741.78 1.3 40.1 5.4
Japan Equity A JP EQ IRL 02/04 JPY 11613.34 -0.2 21.8 -17.3
Japan Equity B JP EQ IRL 02/04 JPY 12385.14 -0.2 22.6 -16.8
PacBasn (Ex-Jap) Eq A AS EQ IRL 02/04 USD 2136.45 -6.6 82.3 -6.7
PacBasn (Ex-Jap) Eq B AS EQ IRL 02/04 USD 2281.36 -6.5 83.4 -6.1
Pan European Eq A EU EQ IRL 02/04 EUR 928.82 -3.5 29.8 -12.9
Pan European Eq B EU EQ IRL 02/04 EUR 990.70 -3.4 30.5 -12.5
US Equity A US EQ IRL 02/04 USD 830.37 -4.8 34.5 -11.9
US Equity B US EQ IRL 02/04 USD 889.55 -4.8 35.3 -11.3
US Small Cap A US EQ IRL 02/04 USD 1219.99 -5.3 32.8 -12.5
US Small Cap B US EQ IRL 02/04 USD 1307.81 -5.3 33.6 -12.0

n SEB ASSET MANAGEMENT S.A.
www.seb.se
n SEB Fund 1
Asset Sele C EUR OT OT LUX 02/05 EUR 13.39 -3.4 -4.6 6.5
Asset Sele C H-CHF OT OT LUX 02/05 CHF 92.89 -3.5 NS NS
Asset Sele C H-GBP OT OT LUX 02/05 GBP 94.18 -3.4 -4.5 NS
Asset Sele C H-JPY OT OT LUX 02/05 JPY 9347.34 -3.3 NS NS
Asset Sele C H-NOK OT OT LUX 02/05 NOK 107.55 -3.3 -3.2 NS
Asset Sele C H-SEK OT OT LUX 02/05 SEK 134.26 -3.5 -4.9 6.9
Asset Sele C H-USD OT OT LUX 02/05 USD 94.04 -3.4 -4.8 NS

Asset Sele D H-SEK OT OT LUX 02/05 SEK 126.00 -3.5 -4.9 NS
Choice Global Value -C- GL EQ LUX 02/05 SEK 74.41 -3.5 28.9 -15.3
Choice Global Value -D- OT OT LUX 02/05 SEK 71.29 -3.5 28.9 -15.3
Choice Global Value -I- OT OT LUX 02/05 EUR 6.52 -2.9 35.7 -17.8
Choice Japan Fd -C- OT OT LUX 02/05 JPY 46.53 -0.7 12.1 -19.6
Choice Japan Fd -D- OT OT LUX 02/05 JPY 41.84 -0.7 12.1 -19.6
Choice Jpn Chance/Risk JP EQ LUX 02/05 JPY 49.05 -3.7 20.2 -21.6
Choice NthAmChance/Risk US EQ LUX 02/05 USD 3.66 -6.7 32.3 -11.8
Ethical Europe Fd OT OT LUX 02/05 EUR 1.85 -5.3 27.3 -16.9
Europe 1 Fd OT OT LUX 02/05 EUR 2.68 -5.1 29.9 -16.2
Europe 3 Fd EU EQ LUX 02/05 EUR 3.87 -4.7 28.2 -16.7
Global Chance/Risk Fd GL EQ LUX 02/05 EUR 0.58 -3.2 18.5 -10.0
Global Fd -C- OT OT LUX 02/05 USD 1.98 -7.2 27.7 -14.1
Global Fd -D- OT OT LUX 02/05 USD 1.24 -7.2 27.7 NS
Nordic Fd OT OT LUX 02/05 EUR 5.67 0.7 41.8 -2.8

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 02/05 USD 6.77 -8.4 59.5 -9.5
Choice Asia ex. Japan -D- OT OT LUX 02/04 USD 1.24 -4.8 65.9 NS
Currency Alpha EUR -IC- OT OT LUX 02/05 EUR 10.27 -0.3 -5.5 1.0
Currency Alpha EUR -RC- OT OT LUX 02/05 EUR 10.17 -0.4 -5.9 0.6
Currency Alpha SEK -ID- OT OT LUX 02/05 SEK 95.37 -0.3 -9.1 -1.1
Currency Alpha SEK -RC- OT OT LUX 02/05 SEK 103.77 -0.4 -5.9 0.6
Generation Fd 80 OT OT LUX 02/05 SEK 7.79 -1.6 23.4 -5.3
Nordic Focus EUR NO EQ LUX 02/05 EUR 81.27 0.7 54.0 -1.9
Nordic Focus NOK NO EQ LUX 02/05 NOK 82.85 0.7 54.0 -1.9
Nordic Focus SEK NO EQ LUX 02/05 SEK 88.08 0.7 54.0 -1.9
Russia Fd OT OT LUX 02/05 EUR 9.21 4.2 187.1 -7.9

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 02/05 USD 1.73 -5.6 30.1 -11.4
Ethical Glbl Fd -C- OT OT LUX 02/05 USD 0.78 -4.9 23.4 NS
Ethical Glbl Fd -D- OT OT LUX 02/05 USD 0.76 -7.7 39.0 -11.2
Ethical Sweden Fd NO EQ LUX 02/05 SEK 40.87 -1.9 56.6 4.0
Index Linked Bd Fd SEK OT BD LUX 02/05 SEK 13.42 2.0 5.5 3.5
Medical Fd OT EQ LUX 02/05 USD 3.20 -3.9 14.2 -6.0
Short Medium Bd Fd SEK NO MM LUX 02/05 SEK 8.80 0.0 0.8 1.9
Technology Fd -C- OT OT LUX 02/05 USD 0.19 -9.4 NS NS
Technology Fd -D- OT OT LUX 02/05 USD 2.29 -9.3 46.7 -3.0
World Fd -C- OT OT LUX 02/05 USD 26.82 -5.8 NS NS
World Fd -D- OT OT LUX 02/05 USD 2.03 -5.8 39.6 -7.8

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 02/05 EUR 1.27 0.0 -0.3 0.8
Short Bond Fd EUR -D- OT OT LUX 02/05 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 02/05 SEK 21.95 0.0 1.3 2.1
Short Bond Fd USD US MM LUX 02/05 USD 2.49 0.0 -0.4 0.5

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 10/22 SEK 10.34 2.8 3.9 0.8
Alpha Bond Fd SEK -B- NO BD LUX 10/22 SEK 8.95 2.8 3.9 0.8
Alpha Bond Fd SEK -C- NO BD LUX 10/23 SEK 25.85 2.5 3.4 0.6
Alpha Bond Fd SEK -D- NO BD LUX 10/23 SEK 8.05 2.5 3.4 0.6
Alpha Short Bd SEK -A- NO MM LUX 10/22 SEK 11.09 2.6 3.7 3.1
Alpha Short Bd SEK -B- NO MM LUX 10/22 SEK 10.14 2.6 3.7 3.1
Alpha Short Bd SEK -C- NO MM LUX 10/23 SEK 21.68 2.5 3.6 2.9
Alpha Short Bd SEK -D- NO MM LUX 10/23 SEK 8.21 2.5 3.6 2.9
Bond Fd SEK -C- NO BD LUX 02/05 SEK 43.16 0.7 4.2 5.9
Bond Fd SEK -D- NO BD LUX 02/05 SEK 12.54 0.7 4.3 5.3
Corp. Bond Fd EUR -C- EU BD LUX 02/05 EUR 1.29 1.8 19.7 4.1
Corp. Bond Fd EUR -D- EU BD LUX 02/05 EUR 0.99 2.0 19.2 4.0
Corp. Bond Fd SEK -C- NO BD LUX 02/05 SEK 12.83 2.0 19.7 2.3
Corp. Bond Fd SEK -D- NO BD LUX 02/05 SEK 9.70 2.0 19.7 2.4
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 02/05 EUR 106.01 1.3 3.8 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 02/05 EUR 110.31 1.3 8.3 NS
Danish Mortgage Bond Fd SEK -ID- OT OT LUX 12/17 SEK 121.91 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 02/05 SEK 1122.46 1.3 8.3 NS
Flexible Bond Fd -C- NO BD LUX 02/05 SEK 21.34 0.0 1.6 3.6
Flexible Bond Fd -D- NO BD LUX 02/05 SEK 11.67 0.0 1.6 3.6

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 02/05 USD 2.42 -9.6 67.1 -9.7
Eastern Europe Fd OT OT LUX 02/05 EUR 2.51 0.8 74.7 -12.5

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 02/05 SEK 31.49 -2.1 81.2 3.5
Eastern Europe SmCap Fd OT OT LUX 02/05 EUR 2.85 10.8 158.2 -9.7
Europe Chance/Risk Fd EU EQ LUX 02/05 EUR 990.01 -4.5 32.0 -18.5
Listed Private Equity -C- OT OT LUX 02/05 EUR 132.83 3.1 NS NS
Listed Private Equity -IC- OT OT LUX 02/05 EUR 79.27 4.1 99.3 NS
Listed Private Equity -ID- OT OT LUX 02/05 EUR 76.78 4.1 93.4 NS
Nordic Small Cap -C- OT OT LUX 02/05 EUR 141.63 5.1 NS NS
Nordic Small Cap -IC- OT OT LUX 02/05 EUR 142.17 5.2 NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 02/05 SEK 76.86 -1.8 -3.7 -12.9
Asset Sele Defensive Acc EUR -C- OT OT LUX 02/05 EUR 98.02 -1.8 NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 02/05 SEK 97.94 -1.8 NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 02/05 USD 99.19 -1.7 NS NS
Asset Sele Defensive Inc -D- OT OT LUX 02/05 SEK 70.22 -1.8 -3.8 -14.2
Asset Sele Opp C H NOK OT OT LUX 02/05 NOK 95.43 -6.6 NS NS
Asset Sele Opp C H SEK OT OT LUX 02/05 SEK 94.03 -6.8 NS NS
Asset Sele Opp IC EUR OT OT LUX 02/05 EUR 95.00 -6.7 NS NS
Asset Sele Opp ID H GBP OT OT LUX 02/05 GBP 95.21 -6.6 NS NS
Asset Sele Opp ID H SEK OT OT LUX 02/05 SEK 94.75 -6.8 NS NS
Asset Sele Original C EUR OT OT LUX 02/05 EUR 98.07 -3.3 NS NS
Asset Sele Original D GBP OT OT LUX 02/05 GBP 98.62 -3.2 NS NS
Asset Sele Original ID GBP OT OT LUX 02/05 GBP 98.23 -3.2 NS NS

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
A company of Amundi Group
Bonds ConvEurope A OT OT LUX 02/04 EUR 30.11 2.7 10.8 1.7
Bonds Eur Corp A OT OT LUX 02/04 EUR 23.29 0.7 11.3 2.5
Bonds Eur Hi Yld A OT OT LUX 02/04 EUR 21.21 3.2 53.6 3.3
Bonds EURO A OT OT LUX 02/04 EUR 41.26 0.4 5.6 4.3
Bonds Europe A OT OT LUX 02/04 EUR 39.41 0.8 4.9 4.0
Bonds US MtgBkSec A OT OT LUX 04/29 USD 24.41 -4.7 11.9 0.0
Bonds World A OT OT LUX 02/04 USD 41.67 -0.7 8.8 3.8
Eq. AsiaPac Dual Strategies A OT OT LUX 02/05 USD 9.30 -7.0 66.7 -11.4
Eq. China A OT OT LUX 02/05 USD 21.16 -12.3 49.3 -13.9
Eq. Concentrated Euroland A OT OT LUX 02/03 EUR 89.57 -3.6 21.5 -16.2
Eq. ConcentratedEuropeA OT OT LUX 02/04 EUR 25.71 -2.0 35.3 -14.8
Eq. Emerging Europe A OT OT LUX 02/04 EUR 24.06 6.7 119.3 -18.6
Eq. Equities Global Energy OT OT LUX 02/04 USD 17.02 -2.6 28.3 -12.1
Eq. Euroland A OT OT LUX 02/04 EUR 10.11 -3.6 21.8 -17.1
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 02/03 EUR 143.37 1.6 45.0 -6.4
Eq. EurolandCyclclsA OT OT LUX 02/04 EUR 17.28 -0.7 34.9 -11.2
Eq. EurolandFinancialA OT OT LUX 02/04 EUR 10.11 -6.2 43.3 -19.4
Eq. Glbl Emg Cty A OT OT LUX 02/04 USD 8.74 -6.9 66.7 -14.4
Eq. Global A OT OT LUX 02/04 USD 26.36 -2.4 37.6 -11.5
Eq. Global Resources A OT OT LUX 02/03 USD 102.68 -6.0 49.0 -12.9
Eq. Gold Mines A OT OT LUX 02/04 USD 26.55 -7.2 36.9 -6.4
Eq. India A OT OT LUX 02/04 USD 122.29 -6.5 75.1 -17.3
Eq. Japan CoreAlpha A OT OT LUX 02/04 JPY 7534.33 3.9 32.5 -8.8
Eq. Japan Sm Cap A OT OT LUX 02/05 JPY 1051.10 -0.3 19.6 -13.8
Eq. Japan Target A OT OT LUX 02/05 JPY 1605.90 -1.9 7.1 -8.0
Eq. Latin America A OT OT LUX 02/03 USD 108.28 -6.9 75.0 -12.0
Eq. US ConcenCore A OT OT LUX 02/04 USD 21.17 -3.5 36.3 -4.6
Eq. US Focused A OT OT LUX 02/04 USD 15.16 -0.7 29.5 -18.2
Eq. US Lg Cap Gr A OT OT LUX 02/04 USD 14.18 -3.6 35.8 -10.5
Eq. US Mid Cap A OT OT LUX 02/04 USD 28.43 -0.8 52.1 -7.8
Eq. US Multi Strg A OT OT LUX 02/04 USD 20.13 -2.1 35.6 -11.9
Eq. US Rel Val A OT OT LUX 02/04 USD 19.65 -1.5 38.9 -14.4
Eq. US Sm Cap Val A OT OT LUX 02/04 USD 14.93 -2.5 31.5 -18.7
Money Market EURO A OT OT LUX 02/04 EUR 27.41 0.0 0.8 2.5
Money Market USD A OT OT LUX 02/04 USD 15.83 0.0 0.4 1.5

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 01/28 USD 912.91 -5.0 4.3 -31.2
MENA Special Sits Fund OT OT BMU 12/31 USD 1079.31 11.2 11.2 NS
UAE Blue Chip Fund OT OT ARE 01/28 AED 4.88 -8.4 24.4 -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 02/05 JPY 9027.00 -4.6 19.2 -21.0
YMR-N Small Cap Fund OT OT IRL 02/05 JPY 6758.00 -3.6 17.5 -20.3

n Yuki 77 Series
Yuki 77 General JP EQ IRL 02/05 JPY 5822.00 -5.3 7.8 -24.5
Yuki 77 Growth JP EQ IRL 02/05 JPY 5326.00 -5.6 3.5 -28.5

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 02/05 JPY 6562.00 -3.9 15.5 -20.4
Yuki Chugoku JpnLowP JP EQ IRL 02/05 JPY 7474.00 -0.9 4.4 -20.5

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 02/05 JPY 4476.00 -4.2 10.4 -24.3
Yuki Hokuyo Jpn Inc JP EQ IRL 02/05 JPY 5113.00 -2.6 10.0 -18.9
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 02/05 JPY 4910.00 -3.8 15.9 -19.7

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 02/05 JPY 4168.00 -5.7 10.9 -28.4
Yuki Mizuho Jpn Dyn Gro OT OT IRL 02/05 JPY 4389.00 -5.9 10.2 -28.8
Yuki Mizuho Jpn Exc 100 OT OT IRL 02/05 JPY 6569.00 -5.8 21.0 -22.8
Yuki Mizuho Jpn Gen OT OT IRL 02/05 JPY 8141.00 -5.5 15.4 -21.3
Yuki Mizuho Jpn Gro OT OT IRL 02/05 JPY 6002.00 -5.6 10.0 -23.7
Yuki Mizuho Jpn Inc OT OT IRL 02/05 JPY 7413.00 -2.9 3.1 -21.2
Yuki Mizuho Jpn Lg Cap OT OT IRL 02/05 JPY 4980.00 -4.0 14.4 -22.0
Yuki Mizuho Jpn LowP OT OT IRL 02/05 JPY 11260.00 -2.6 13.7 -17.2
Yuki Mizuho Jpn PGth OT OT IRL 02/05 JPY 7536.00 -5.3 11.3 -26.0
Yuki Mizuho Jpn SmCp OT OT IRL 02/05 JPY 6800.00 -4.7 21.1 -21.2
Yuki Mizuho Jpn Val Sel OT OT IRL 02/05 JPY 5459.00 -3.3 15.9 -18.9
Yuki Mizuho Jpn YoungCo OT OT IRL 02/05 JPY 2547.00 -6.6 13.4 -27.2

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 02/05 JPY 5155.00 -4.9 15.0 -22.3

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 01/15 GBP 1.09 1.6 15.6 NS
Global Absolute EUR OT OT NA 01/15 EUR 1.58 1.7 NS NS
Global Absolute USD OT OT GGY 01/15 USD 2.03 1.7 14.3 NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 01/15 EUR 92.83 1.1 NS -8.0
Special Opp Inst EUR OT OT CYM 01/15 EUR 87.72 1.1 NS -7.5
Special Opp Inst USD OT OT CYM 01/15 USD 99.67 1.1 NS -5.7
Special Opp USD OT OT CYM 01/15 USD 97.59 1.1 NS -6.3

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 01/15 CHF 111.92 1.0 NS NS
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 01/15 GBP 133.40 1.0 NS NS
GH Fund Inst USD OT OT JEY 01/15 USD 112.94 1.0 NS -1.4
GH FUND S EUR OT OT CYM 01/15 EUR 129.49 1.1 NS -2.1
GH FUND S GBP OT OT JEY 01/15 GBP 134.09 1.0 NS -1.9
GH Fund S USD OT OT CYM 01/15 USD 151.82 1.1 NS -0.9
GH Fund USD OT OT GGY 01/15 USD 276.49 1.0 NS NS
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 01/15 CHF 95.67 1.2 NS NS
MultiAdv Arb EUR Hdg OT OT JEY 01/15 EUR 104.21 1.2 NS NS
MultiAdv Arb GBP Hdg OT OT JEY 01/15 GBP 112.14 1.0 NS NS
MultiAdv Arb S EUR OT OT CYM 01/15 EUR 111.54 1.3 NS -5.9
MultiAdv Arb S GBP OT OT CYM 01/15 GBP 116.64 1.2 NS -5.9
MultiAdv Arb S USD OT OT CYM 01/15 USD 127.43 1.2 NS -4.6
MultiAdv Arb USD OT OT GGY 01/15 USD 196.34 1.2 NS NS

n HSBC Uni-folio
Asian AdbantEdge EUR OT OT JEY 01/15 EUR 99.83 0.6 NS -6.9
Asian AdvantEdge OT OT JEY 01/15 USD 183.80 0.6 NS NS
Emerg AdvantEdge OT OT JEY 01/15 USD 169.37 1.2 NS NS
Emerg AdvantEdge EUR OT OT JEY 01/15 EUR 94.30 1.2 NS -10.0
Europ AdvantEdge EUR OT OT JEY 01/15 EUR 135.57 2.2 NS NS
Europ AdvantEdge USD OT OT JEY 01/15 USD 144.13 2.2 NS NS
Real AdvantEdge EUR OT OT NA 01/15 EUR 110.36 2.0 NS NS
Real AdvantEdge USD OT OT NA 01/15 USD 110.44 1.9 NS NS
Trading Adv JPY OT OT NA 01/15 JPY 9301.87 0.8 NS NS
Trading AdvantEdge OT OT GGY 01/15 USD 141.31 0.7 NS NS
Trading AdvantEdge EUR OT OT GGY 01/15 EUR 128.35 0.7 NS NS
Trading AdvantEdge GBP OT OT GGY 01/15 GBP 135.65 0.8 NS NS

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 01/29 USD 398.85 8.2 137.5 -27.6
Antanta MidCap Fund EE EQ AND 01/29 USD 773.09 8.9 256.5 -33.8
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 02/02 USD 33.22 -18.5 -60.6 -14.5
Superfund GCT USD* OT OT LUX 02/02 USD 1943.00 -11.5 -51.2 -8.8
Superfund Green Gold A (SPC) OT OT CYM 02/02 USD 893.00 -7.4 -26.8 -2.8
Superfund Green Gold B (SPC) OT OT CYM 02/02 USD 824.61 -11.9 -41.9 -8.9
Superfund Q-AG* OT OT AUT 02/02 EUR 6043.00 -8.7 -31.6 -2.3

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 12/31 EUR 196.82 -4.4 -4.4 7.7
Winton Futures GBP Cls D OT OT VGB 12/31 GBP 212.85 -4.1 -4.1 8.7
Winton Futures JPY Cls E OT OT VGB 12/31 JPY 13885.82 -5.9 -5.9 5.0
Winton Futures USD Cls B OT OT VGB 12/31 USD 699.39 -4.6 -4.6 7.4

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 12/31 USD 1412.14 3.2 3.2 2.6 -18.0 -7.1
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WORLD NEWS

Karzai calls for Afghan draft
Proposal comes amid unhappiness in the West with the quality and size of Kabul’s forces

KABUL—President Hamid Karzai
is proposing a draft to beef up the
ranks of Afghanistan’s army and po-
lice so his country can assume con-
trol of the fight against the Taliban
within five years.

The plan comes amid Western
dissatisfaction with both the quality
and size of Afghanistan’s forces, and

many U.S. and European officials
think it could take as a long as de-
cade before they are ready to stand
on their own.

In Munich, where defense offi-
cials from all over the world were
meeting on Sunday, President Karzai
brought up the idea of a draft so
that within five years Afghan forces
would be sufficient to guarantee
that the country’s security is “no
longer a burden on the shoulders of

the international community.”
Still, he said foreign troops

would be needed to help battle
hard-core Islamist militants because
the “war on terrorism … is an issue
separate from this security arrange-
ment in Afghanistan.”

Mr. Karzai said his government
aims to have 300,000 soldiers and
police by 2012, a goal roughly in line
with Western targets. He also said
that it’s possible that the volunteer

system may not attract enough peo-
ple.

Conscription also could help in-
tegrate Afghanistan’s disparate eth-
nic groups, he said.

It wasn’t the first time a draft
has been suggested in Afghanistan;
lawmakers have in the past raised
the prospect.

But those earlier calls received
only a lukewarm reception from Mr.
Karzai’s government.

BY ALAN CULLISON
AND MATTHEW ROSENBERG

President Karzai, with U.S. Sen. John McCain in Munich on Sunday, said foreign troops would still be needed to help battle militants in Afghanistan.

U.S. probe finds faults
in fall of Afghan outpost

KABUL—A U.S. military investi-
gation into how the Taliban overran
a remote U.S. Army combat outpost
last fall, killing eight soldiers and
injuring 22, has concluded that “in-
adequate measures taken by the
chain of command” facilitated the
attack.

Following the report’s conclu-
sion, a summary of which was re-
leased Friday, the commander of
U.S. forces in Afghanistan, Gen.
Stanley McChrystal, has taken “ap-
propriate action” against the offic-
ers involved, the U.S. military said.
It didn’t release the officers’ names.

The three-pronged Taliban attack
on Combat Outpost Keating, in the
Kamdesh district of Afghanistan’s
Nuristan province, on Oct. 3 has
been trumpeted by the insurgents as
a major achievement. Though the
attack was repelled after several
hours of combat, the U.S. military
evacuated and destroyed the out-
post, which housed some 60 U.S.
troops, three days later. Coalition
troops are no longer present in that
area, and most of Nuristan has
fallen under insurgent control.

At dawn of Oct. 3, a force of
some 300 fighters, supported by in-

direct fire from surrounding moun-
tains, managed to overrun Keating’s
perimeter, torching its generators,
disabling its tactical operations cen-
ter, and suppressing the American
troops’ ability to fire mortars in
self-defense, the investigation re-
port said.

The insurgents also took over
the nearby Afghan police station,
while Afghan army soldiers guard-
ing the eastern side of the outpost
failed to hold their positions. The
American unit deployed at the Keat-
ing outpost was the Bravo Troop of
the 3rd Squadron of the 61st Cavalry
Regiment.

With the help of air support, sol-
diers regained control of the out-
post in the afternoon and recovered
the bodies of their comrades. While
the U.S. military criticized the deci-
sions up the chain of command, it
praised the members of the Bravo
Troop for distinguishing themselves
“with conspicuous gallantry, cour-
age and bravery.”

The U.S. investigation added that
the Taliban suffered a “severe tacti-
cal defeat” that day and that 150 in-
surgents were killed.

Dozens of other vulnerable out-
posts, manned just by a few dozen
soldiers, remain in Afghanistan.

BY YAROSLAV TROFIMOV

Agence France-Presse/Getty

OECD sees
continuing
world growth

LONDON—There are increasingly
strong signals the world economy is
in recovery, with leading developed
economies clearly set to expand, the
Organization for Economic Co-oper-
ation and Development said Friday.

The Paris-based think-tank’s
composite leading indicator of eco-
nomic activity in its 30 members
rose to 103.1 in December from

102.2 in November. Furthermore,
the leading indicators for each of
the Group of Seven largest devel-
oped economies, as well as China
and Russia, moved above their long-
term averages—signaling that those
economies will continue to expand.

Most major economies emerged
from recession in the second and
third quarters of 2009, and the
OECD’s leading indicators suggest
that the upturn will continue.

The continued increase in the
leading indicators will reassure pol-
icy makers, since the data have a
track record of presaging pickups
and slowdowns in economic activity
going back to the 1980s. There is as
yet no hint that leading economies
could slip back into recession.

The OECD’s leading indicators
are designed to provide early sig-
nals of turning points between eco-
nomic expansion and slowdown, and
are based on a variety of data series
that have a history of indicating
swings in economic activity. Some
224 series are used in total, or be-
tween five and 10 for each country.

BY PAUL HANNON

Most major economies
emerged from recession in
the second and third
quarters of 2009
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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 02/04 USD 9.81 -5.4 29.9 -14.1
Am Blend Portfolio I US EQ LUX 02/04 USD 11.57 -5.3 31.0 -13.4
Am Growth A US EQ LUX 02/04 USD 28.94 -7.4 30.8 -4.5
Am Growth B US EQ LUX 02/04 USD 24.31 -7.4 29.5 -5.4
Am Growth I US EQ LUX 02/04 USD 32.10 -7.3 31.9 -3.7
Am Income A US BD LUX 02/04 USD 8.48 0.6 25.1 5.6
Am Income A2 US BD LUX 02/04 USD 19.25 1.1 25.6 5.8
Am Income B US BD LUX 02/04 USD 8.48 0.6 24.1 4.8
Am Income B2 US BD LUX 02/04 USD 16.58 1.0 24.8 5.0
Am Income I US BD LUX 02/04 USD 8.48 0.6 25.8 6.2

Am Value A US EQ LUX 02/04 USD 8.20 -3.9 17.0 -13.5
Am Value B US EQ LUX 02/04 USD 7.54 -3.9 15.8 -14.3
Am Value I US EQ LUX 02/04 USD 8.83 -3.8 18.0 -12.8
Emg Mkts Debt A GL BD LUX 02/04 USD 15.45 -0.7 40.7 7.0
Emg Mkts Debt A2 GL BD LUX 02/04 USD 20.08 -0.1 41.6 7.4
Emg Mkts Debt B GL BD LUX 02/04 USD 15.45 -0.7 39.5 6.0
Emg Mkts Debt B2 GL BD LUX 02/04 USD 19.32 -0.2 40.2 6.3
Emg Mkts Debt I GL BD LUX 02/04 USD 15.45 -0.7 41.3 7.6
Emg Mkts Growth A GL EQ LUX 02/04 USD 31.58 -8.9 67.5 -14.0
Emg Mkts Growth B GL EQ LUX 02/04 USD 26.74 -9.0 65.9 -14.9
Emg Mkts Growth I GL EQ LUX 02/04 USD 35.03 -8.8 68.9 -13.3
Eur Growth A EU EQ LUX 02/04 EUR 6.75 -4.0 22.7 -15.4
Eur Growth B EU EQ LUX 02/04 EUR 6.06 -4.1 21.4 -16.2
Eur Growth I EU EQ LUX 02/04 EUR 7.36 -4.0 23.5 -14.7
Eur Income A EU BD LUX 02/04 EUR 6.71 1.7 40.8 5.7
Eur Income A2 EU BD LUX 02/04 EUR 13.16 2.3 41.7 6.0
Eur Income B EU BD LUX 02/04 EUR 6.71 1.7 40.1 5.0
Eur Income B2 EU BD LUX 02/04 EUR 12.23 2.2 40.6 5.2
Eur Income I EU BD LUX 02/04 EUR 6.71 1.7 41.4 6.2
Eur Strat Value A EU EQ LUX 02/04 EUR 8.17 -4.2 23.4 -18.6
Eur Strat Value I EU EQ LUX 02/04 EUR 8.37 -4.2 24.4 -17.9
Eur Value A EU EQ LUX 02/04 EUR 8.75 -4.9 27.0 -15.6
Eur Value B EU EQ LUX 02/04 EUR 8.04 -5.0 25.6 -16.5
Eur Value I EU EQ LUX 02/04 EUR 10.12 -4.7 28.1 -14.9
Gl Balanced (Euro) A EU BA LUX 02/04 USD 15.36 -2.4 22.2 -10.4
Gl Balanced (Euro) B EU BA LUX 02/04 USD 14.95 -2.5 21.0 -11.3
Gl Balanced (Euro) C EU BA LUX 02/04 USD 15.25 -2.4 22.0 -10.6
Gl Balanced (Euro) I EU BA LUX 02/04 USD 15.66 -2.3 NS NS
Gl Balanced A US BA LUX 02/04 USD 15.87 -3.7 26.7 -10.7

Gl Balanced B US BA LUX 02/04 USD 15.08 -3.8 25.5 -11.5
Gl Balanced I US BA LUX 02/04 USD 16.47 -3.6 27.6 -10.0
Gl Bond A US BD LUX 02/04 USD 9.35 1.2 15.7 4.5
Gl Bond A2 US BD LUX 02/04 USD 16.26 1.6 16.1 4.7
Gl Bond B US BD LUX 02/04 USD 9.35 1.2 14.7 3.5
Gl Bond B2 US BD LUX 02/04 USD 14.23 1.5 14.9 3.6
Gl Bond I US BD LUX 02/04 USD 9.35 1.2 16.3 5.1
Gl Conservative A US BA LUX 02/04 USD 14.69 -1.2 18.4 -4.0
Gl Conservative A2 US BA LUX 02/04 USD 16.72 -1.2 18.3 -4.0
Gl Conservative B US BA LUX 02/04 USD 14.66 -1.3 17.1 -5.0
Gl Conservative B2 US BA LUX 02/04 USD 15.87 -1.4 17.1 -5.0
Gl Conservative I US BA LUX 02/04 USD 14.76 -1.2 19.3 -3.3
Gl Eq Blend A GL EQ LUX 02/04 USD 10.83 -7.1 32.6 -21.1
Gl Eq Blend B GL EQ LUX 02/04 USD 10.15 -7.3 31.1 -21.9
Gl Eq Blend I GL EQ LUX 02/04 USD 11.43 -7.1 33.7 -20.5
Gl Growth A GL EQ LUX 02/04 USD 38.76 -7.5 28.6 -22.0
Gl Growth B GL EQ LUX 02/04 USD 32.33 -7.6 27.4 -22.7
Gl Growth I GL EQ LUX 02/04 USD 43.07 -7.4 29.7 -21.3
Gl High Yield A US BD LUX 02/04 USD 4.36 0.7 56.0 5.4
Gl High Yield A2 US BD LUX 02/04 USD 9.39 1.4 57.0 5.7
Gl High Yield B US BD LUX 02/04 USD 4.36 0.7 54.2 4.2
Gl High Yield B2 US BD LUX 02/04 USD 15.08 1.3 55.5 4.6
Gl High Yield I US BD LUX 02/04 USD 4.36 0.7 57.0 6.1
Gl Thematic Res A OT OT LUX 02/04 USD 13.63 -7.5 64.6 -2.8
Gl Thematic Res B OT OT LUX 02/04 USD 11.92 -7.5 63.1 -3.8
Gl Thematic Res I OT OT LUX 02/04 USD 15.21 -7.4 65.9 -2.0
Gl Value A GL EQ LUX 02/04 USD 10.39 -6.7 36.9 -20.3
Gl Value B GL EQ LUX 02/04 USD 9.53 -6.9 35.4 -21.1
Gl Value I GL EQ LUX 02/04 USD 11.05 -6.8 37.8 -19.7

India Growth A OT OT LUX 02/04 USD 121.25 -4.5 NS NS

India Growth AX OT OT LUX 02/04 USD 106.02 -4.4 84.1 -7.0

India Growth B OT OT NA 02/04 USD 126.90 -4.6 NS NS

India Growth BX OT OT LUX 02/04 USD 90.54 -4.5 82.2 -7.9

India Growth I EA EQ LUX 02/04 USD 109.92 -4.4 84.9 -6.6

Int'l Health Care A OT EQ LUX 02/04 USD 135.15 -1.7 15.8 -7.4

Int'l Health Care B OT EQ LUX 02/04 USD 113.89 -1.8 14.6 -8.3

Int'l Health Care I OT EQ LUX 02/04 USD 147.77 -1.6 16.7 -6.7

Int'l Technology A OT EQ LUX 02/04 USD 100.50 -8.9 41.1 -8.5

Int'l Technology B OT EQ LUX 02/04 USD 87.00 -9.0 39.7 -9.4

Int'l Technology I OT EQ LUX 02/04 USD 112.77 -8.9 42.2 -7.8

Japan Blend A JP EQ LUX 02/04 JPY 5966.00 -1.0 23.0 -19.3

Japan Growth A JP EQ LUX 02/04 JPY 5702.00 -2.9 14.1 -20.4

Japan Growth I JP EQ LUX 02/04 JPY 5872.00 -2.8 15.0 -19.7

Japan Strat Value A JP EQ LUX 02/04 JPY 6187.00 1.1 31.9 -18.6

Japan Strat Value I JP EQ LUX 02/04 JPY 6357.00 1.2 33.0 -17.9

Real Estate Sec. A OT EQ LUX 02/04 USD 13.32 -7.2 44.5 -17.1

Real Estate Sec. B OT EQ LUX 02/04 USD 12.17 -7.2 43.2 -18.0

Real Estate Sec. I OT EQ LUX 02/04 USD 14.33 -7.1 45.6 -16.5

Short Mat Dollar A US BD LUX 02/04 USD 7.28 0.1 13.6 -5.3

Short Mat Dollar A2 US BD LUX 02/04 USD 9.83 0.4 13.9 -5.2

Short Mat Dollar B US BD LUX 02/04 USD 7.28 0.1 13.2 -5.7

Short Mat Dollar B2 US BD LUX 02/04 USD 9.78 0.4 13.5 -5.6

Short Mat Dollar I US BD LUX 02/04 USD 7.28 0.1 14.2 -4.8

FUND SCORECARD
Europe ex-UK Equity Large Cap
Funds that invest primarily in the equities of large-cap companies in continental Europe. At least 75% of
total assets are invested in equities. Ranked on % total return (dividends reinvested) in U.S. dollars for
one year ending February 05, 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

3 Meinl Core Julius Meinl EURAustria -4.46 66.09 -6.17 5.78
Europe A Investment GmbH

5 BlackRock BlackRock Fund GBPUnited Kingdom -10.43 50.98 -4.62 9.02
European Dynamic A Acc Managers Limited

3 TT Intl TT International GBPIreland -4.34 50.22 -13.49 7.16
Europe ex UK Equity

5 Edinburgh Edinburgh Partners EURIreland -6.97 49.41 -6.92 9.53
Partners Europe Opp I EUR Limited

2 RBC Global Royal Bank of EURGuernsey -4.60 48.09 -15.64 2.55
Continental European Acc Canada Offshore Fund Mngrs

NS T. Rowe T. Rowe Price EURLuxembrg -9.44 46.47 -14.10 NS
Price SICAV Eurp ex-UK Eq I Global Inv. Services Ltd

3 BlackRock BlackRock GBPUnited Kingdom -6.20 46.22 -10.22 6.60
Greater Europe Invest Trust Investment Managers

1 Quadrant Quadrant EURIsle of Man -3.26 46.10 -12.83 5.97
European Equity International Mgmt

3 New Star GIF New Star Asset EURIreland -4.37 45.68 -11.73 3.38
European Growth EUR Management Limited

5 MFS Meridian MFS Meridian Funds EURLuxembrg -8.38 43.84 -6.14 NS
Cont Euro Eq A1 EUR

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

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

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

MARKETS

Gold fall may lure buyers
Demand in India and China could rise; price is off 14% from high

The selloff in gold in recent days
has brought the price of the metal
closer to what some investors con-
sider to be a more rational level.

Though prices could fall more,
there appears to be plenty of sup-
port for gold around $1,000 an

ounce. The re-
cent decline has
cleared some of
the short-term

speculators out of the market, and
could spur demand from buyers in
India and China.

“At the very least, some degree
of irrational exuberance will be
shaved off by fear, and a corre-
sponding degree of level-headed so-
briety could come in and replace it,”
said Kitco Metals analyst Jon Na-
dler.

Gold futures for February deliv-
ery settled Friday at $1,052.20 an
ounce. The contract declined nearly
$60 in the final two sessions of the
week, amid rising concerns about
the health of the global economy

and debt problems facing euro-zone
countries. The latest move has coin-
cided with a strengthening of the
dollar, as investors move out of as-
sets that are considered riskier.

Gold, which in recent months has
been lumped into the risk-play bas-
ket, is off 14% from its record high
of $1,226.40 in December and gold
holdings of bullion-backed ex-
change-traded funds are down about
a million ounces since then.

Carlos Sanchez, associate direc-
tor of research with commodity re-
search and consultancy CPM Group,
said gold may have support at
$1,050 and then $1,020 and $1,000.
He doesn’t believe prices will fall
below $1,000 until U.S. interest
rates are raised or at least expecta-
tions of higher rates increase.
Higher interest rates would likely
boost the dollar, pressuring gold.

Another leg of support may
come from consumer buying from
India, the world’s largest gold jew-
elry market. Such buying recently
has helped the metal hold around
$1,075, and the recent break below

that may help increase the buying.
In addition to Indian buying,

similar buying in China may pick up
with this month’s Lunar New Year
holiday as some buyers have been
waiting for a price drop.

Nick Barisheff, president and
chief executive of Toronto-based
Bullion Management Group, says
there is some similarity in the cur-
rent gold selloff to that in 2008.

Then, credit concerns prompted
investors to sell gold in an unwind-
ing of the yen carry trade, where in-
vestors borrowed low-interest yen
to invest in other assets.

Now, Mr. Barisheff, whose firm
manages the roughly $200 million
BMG BullionFund, sees an unwind-
ing of a similar U.S. dollar carry
trade that has been fueled by low
U.S. rates. With the dollar strength-
ening, he believes participants are
beginning to unwind gold purchases
they made with cheap dollars. But
as in 2008, Mr. Barisheff believes
the gold selloff will be temporary as
investors return to gold’s traditional
role as a safe-haven play.

BY MATT WHITTAKER
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Will emerging storm be short?
In the downpour of global mar-

kets, emerging-market money man-
agers recommend standing pat and
waiting for sunshine.

Stocks world-wide have been
seesawing as investors reassess the
global economic recovery against
fiscal woes in Southern Europe and
stubborn joblessness in the U.S.
Emerging-market assets are being
hit as investors reduce their risk
profiles. Many are piling into cash
as the dollar strengthens, increasing
the funding costs of dollar-lever-
aged bets, which grew sharply last
year.

However, the reasons that inves-
tors are scared also illustrate why
emerging markets are so attractive
in the medium to longer term.

Economies in Latin America,
once subject to hyperinflation and
meltdowns, now boast solid fiscal
and external accounts, manageable
debt levels and decent labor mar-
kets and economic growth.

China continues to post red-hot

growth, while India and Southeast
Asia are also chugging back from
last year’s downturn.

“This is a normal correc-
tion...and we are patiently waiting
for it to run its course,” said James
Moffett, lead portfolio manager of
the Scout International Fund, one
of the top-ranked international
funds by Standard & Poor’s. After
all, investors have been waiting for
a correction for about nine months,
he said.

That correction came this past
week. Friday, the risk premium on
J.P. Morgan’s key emerging-markets
bond index swelled to levels not
seen since the start of December. It
was 0.09 percentage point wider to
3.4 percentage points over Trea-
surys, and the index fell 0.37% on
the day.

Developing-country stocks were
trampled by the dollar’s sprint
higher, which undercut commodities
prices. The Bank of New York Mel-
lon Emerging Market American De-
positary Receipt Index reversed five
months of gains. It is down about

11% since the start of the year to
271.32.

If stocks fall an additional 10%,
the index would topple to levels
from early last summer, added Rich-
ard Kang, chief investment officer
and director of research at Emerg-
ing Global Shares.

RBC Capital Markets suggests in-
creasing cash to overweight, and
staying in only the lowest-yielding
emerging-market currencies and the
most defensive emerging-market
stocks, and maintaining exposure to
only strong sovereign bonds.

But a number of investors pre-
dict the danger signals will burn out
after about a month, and see this as
a short-term correction rather than
a systemic event.

“This retrenchment is good. My
impression is the market was get-
ting a little bit toppy,” said Greg Sa-
ichin, head of emerging markets and
high yield at Pioneer Investments in
Dublin. When the worst passes, “in-
vestors will be looking at this situa-
tion as an opportunity to increase
weights in the asset class,” he said.

BY RIVA FROYMOVICH

BNP Paribas executive
prefers defensive stocks

Chris Alexander is head of re-
search at BNP Paribas SA’s Wealth
Management in the U.K. He tells
The Wall Street Journal why he
prefer defensive stocks and U.K.
corporate bonds.

Globally, we see pent-up demand
from cash-rich investors and sover-
eign-wealth funds for prime assets,

but we are also
aware of poten-
tial pitfalls. Con-
sequently, from

an equity perspective we are focus-
ing on stocks combining consistent
double-digit earnings growth with
yields at or above the market aver-
age. There are a number of U.K. eq-
uities fitting the bill, but in terms of
regions and countries where we like
these trends, Asia and the U.S. stand
out. Funds gaining access to these
themes include Veritas Asset Man-
agement (UK) Ltd.’s Asian Fund and
M&G Investment’s American Fund.

In the U.K., we see pressure on

public-sector debt continuing, which
points to a rise in government bond
yields. This makes us more tempted
to buy investment-grade corporate
bonds, where spreads should nar-
row.

Sterling looks volatile and is
more likely to fall than rise. Given
this, we have a preference for
U.K.-based exporters of capital
equipment and services, as well as
U.K. stocks with non-U.K. exposure.

BY DAVID BAIN

Chris Alexander
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