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Euro surges as Trichet
takes hawkish stance

FRANKFURT—ECB Presi-
dent Jean-Claude Trichet
scrambled to counter an unex-
pected rise in euro-zone infla-
tion, signaling that he won’t
hesitate to raise rates if re-
cent signs of price pressures
become firmly entrenched.

In his monthly news con-
ference, Mr. Trichet also ap-
pealed to European leaders to
move quickly to increase the
size and flexibility of a rescue
fund aimed at stemming con-
tagion from the currency
bloc’s widening debt crisis,
saying “there is a sense of ur-
gency.”

But it was his inflation
warning that created the big-
gest stir in financial markets.
Money-market rates rose dur-
ing Mr. Trichet’s news confer-
ence, and the euro jumped
above $1.33 against the U.S.
dollar, as investors reassessed

their ECB forecasts.
The ECB kept its main pol-

icy rate at a record-low 1%,
where it has stood since the
height of the global recession
May 2009. But Mr. Trichet’s
remarks have put a rate in-
crease later this year squarely
on the table. The ECB chief
appears increasingly uncom-
fortable with the ECB’s very
accommodative policy stance
18 months after the recession
ended. Inflation last month
spiked to 2.2%, putting it
above the ECB’s sub-2% target
for the first time in more than
two years.

“We are never pre-com-
mitted” on interest rates, Mr.
Trichet said. “We have proved
that in the past….it is impor-
tant to keep that in mind.”
Mr. Trichet said that while he
still expects inflation to drift
back below 2% toward the end
of 2011, risks “could move to
the upside.”

“The pain threshold is be-
ing crossed,” says Royal Bank
of Scotland economist Nick
Matthews. “The ECB is proba-
bly looking at an inflation
forecast that’s above 2%” for
2011.

On three separate occa-
sions during his hourlong
conference, Mr. Trichet cited
the ECB’s last rate increase,
which occurred in July 2008,
just weeks before the Lehman
Brothers failure sparked a
global financial crisis. Though
that decision has been criti-
cized in some economic cir-
cles for exacerbating the cri-
sis, Mr. Trichet sees it as
proof of his anti-inflation
credibility even in the face of
market turbulence.

Mr. Trichet also empha-
sized that the ECB could raise
interest rates even while
maintaining its crisis lending
programs, which provide un-
limited loans to commercial

banks at maturities up to
three months. ECB watchers
have long assumed that the
ECB would unwind those pro-
grams first as a precondition
to raising interest rates.
“These two concepts are dis-
connected,” Mr. Trichet said.

“It’s a bolt from the blue,”
says Ken Wattret, economist
at BNP Paribas in London.
“Most people have been asso-
ciating [monetary policy]
with the sovereign debt crisis,
and suddenly the ECB has put
a rise in inflation on the
agenda,” he says. He is stick-
ing to his forecast that the
ECB won’t raise interest rates
until next year, but the “un-
ambiguous” risk is that “rate
hikes might come sooner.”

Meanwhile, in London on
Thursday, U.K. Prime Minister
David Cameron said that Brit-
ain wouldn’t be drawn into
fresh mechanisms to solve the
euro zone’s problems. Follow-

ing a meeting with French
Prime Minister François Fil-
lon, Mr. Cameron said that
while the U.K. supported a
strong and successful cur-
rency bloc, he indicated that
Britain wouldn’t be taking
part in new strategies to bol-
ster it.

Mr. Cameron added that
there was “absolutely no
chance” of the U.K. joining the
currency bloc while he was
prime minister.

For now, economists see
Mr. Trichet’s tough talk as
largely a verbal effort to keep
expectations for future infla-
tion firmly in check, which he
called “of the essence.” Frag-
ile economies in Greece, Ire-
land, Portugal and Spain will

Please turn to page 4

BY BRIAN BLACKSTONE

Associated Press

French President Nicolas Sarkozy, visiting an Airbus plant Thursday, reiterated that the euro’s strength against the dollar is hurting euro-zone firms’ competitiveness.

Ratings
firms
warn U.S.
on debt

LONDON—Two leading
ratings firms have cautioned
the U.S. on its credit ranking,
expressing concern over a de-
teriorating fiscal situation
that they say needs correc-
tion.

The warnings issued
Thursday echoed prior state-
ments by the firms, however,
and financial markets largely
ignored them. Treasury
yields, which move in the op-
posite direction as prices,
were lower in late-morning
trade and the cost of insuring
U.S. debt against the risk of
default, already below that of
Germany, the euro-zone
benchmark, barely budged.

“My traders are shrugging
it off as stuff we’ve heard be-
fore,” said Tom Di Galoma,
head of interest-rate trading
at Guggenheim Partners in
New York.

Moody’s Investors Service
said in a report that the U.S.
will need to reverse an up-
ward trajectory in the debt
ratios to support its triple-A
rating.

“We have become increas-
ingly clear about the fact that
if there are not offsetting
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Paying an arm
and a leg
for growth

ARM’s shares still are upwardly
mobile.

Thanks to the dominance of
ARM Holdings’ chip designs in fast-
expanding hand-held devices, the
U.K. company’s shares have long
looked expensive. They got another
boost last week when, first, Micro-
soft said the next version of Win-
dows will support ARM-based pro-
cessors for PCs and, second, Nvidia
said it was planning such a chip.
That has helped propel ARM’s stock
over $27, more than 90 times next
year’s earnings if stock compensa-
tion expenses are included.

But even assuming that Nvidia
and other ARM licensees steal a big
chunk of Intel’s business supplying
PC chips, ARM may not have much
to gain, says J.P. Morgan analyst
Sandeep Deshpande. Figure, by
2014, that a third of PCs, roughly
150 million units, ship with a $20
ARM chip, and that ARM can double
its royalty rate to 2% a chip. That
would translate to just $60 million
of additional profits, for a company
with an $11 billion market capital-
ization. And such estimates are ag-
gressive. To adopt ARM-based chips,
software and hardware makers will
have to redesign products currently
tuned to chips like Intel’s. That isn’t
likely unless ARM chips are rela-
tively cheap. Meanwhile, Intel al-
ready sells a low-priced, low-en-
ergy-consumption chip for PCs.

Mr. Deshpande estimates that,
excluding PCs, shipments of ARM-
based chips will increase from 4.4
billion in 2009 to 10.5 billion in
2014. But that translates to just 53
cents of earnings a share in 2014.
Throw in 15 cents for PCs and
shares trade for a multiple, on 2014
earnings, of 40.

Takeover speculation has added
fuel to the shares, but that looks
challenging given ARM’s position as
neutral licensor of its technology
and possible antitrust risks if, for
instance, Intel made a bid. At this
valuation, investors should keep the
shares at arm’s length.

—Rolfe Winkler

Triple-A debt threat looms for big four
The European debt crisis has

thinned the ranks of triple-A sover-
eigns, with Spain and Ireland falling
by the wayside.

The crisis is leading to specula-
tion that others may be hit, too. Can
the Big Four—the U.S., U.K., France
and Germany—be sure of their rat-
ings?

For the U.S., the key threat is fis-
cal policy. Trillion-dollar-plus defi-
cits in 2011 and 2012 will take their
toll on debt dynamics. The share of
interest payments to federal revenue
is set to rise under unchanged policy
to 17.6% by 2020 from 8.6% in 2010,
in the danger zone for a top-ranked
country. Without offsetting mea-
sures, Moody’s has warned the risk
of a negative outlook being assigned
to the triple-A rating rises over the
next two years.

For Germany and France, one
concern is the fiscal policies of other
euro-zone countries and the related
contingent liabilities, whether

through bailout mechanisms or the
debt holdings of German and French
banks. Expanding bailout mecha-
nisms may not pose a direct threat
to triple-A ratings as long as these
liabilities don’t materialize. That

helps explain the effort to introduce
burden sharing on sovereign debt in
the future. This could help cap
states’ own exposures, while allow-
ing them to offer more support.

The U.K. has had a scare, having
been given a negative outlook by
Standard & Poor’s in 2009 before be-
ing reprieved in 2010. But risks re-
lated to the implementation of aus-
terity politics remain.

Beyond the immediate crisis lie
problems related to age-related
spending on pensions and health
care that now are becoming urgent.
If policy were left unchanged on this
spending, a highly hypothetical and
unlikely assumption, S&P estimated
last year that the U.S. would be rated
A by 2020, BBB by 2025 and “junk”
by 2035.

The big risk is that bond markets,
rather than ratings companies, act
first on these pressures. In Europe, a
widening of the euro-zone safety net
may weigh on German and French

bonds. Perversely, even a solution of
the crisis may hurt, RBS argues, as it
might free the European Central
Bank to raise rates, a prospect that
seemed to move closer Thursday
with hawkish comments from ECB
President Jean-Claude Trichet. In the

U.S., bond-market vigilantes could
force budget consolidation through
sharply higher rates. The fate of the
Big Four’s triple-A ratings lies in the
hands of politicians.

—Richard Barley

Pressure builds as Asia juggles inflation risks
The world’s inflation kettle is

heating up, and Korea just let out a
whistle.

The quarter-point rate rise to
2.75% surprised financial markets,
but it is well-justified. Korean infla-
tion, driven by rising food and
transport costs, is running at 3.5%
year on year and quickly approach-
ing the upper end of the Bank of Ko-
rea’s 2%-to-4% target range.

The move underlines the pres-
sures facing certain countries,
where inflation is running high and
risks fostering social discontent.

Korea’s president last week de-
clared “a war on inflation.” Thailand
just raised its own interest rates for
the fourth time in the past year. In-
dia and Brazil have been in tighten-
ing mode, too.

Brazil, in particular, has been
quick to blame the U.S. and its
“quantitative easing” for causing the
headache, a view shared by many
across the globe.

Certainly, loose U.S. monetary

policy has played a role in driving
investors to overseas markets in
search of better returns. The result-
ing rise in the currency is one rea-
son why Korea is simultaneously in-
tervening to try to keep the won
from rising further and undermining
the competitiveness of its big ex-
porters.

The other big source of inflation-
ary heat is China. The undervalued
yuan and real Chinese interest rates
near or possibly below zero are fuel-
ing rapid growth and rising infla-
tion, not just at home but among its
trading partners. This has been true
for so long now that the world has
China-currency-bashing fatigue. The
Federal Reserve’s own lax monetary
stance has weakened its credibility
as a critic.

But there is a real worry that a
failure by China to let its currency
materially appreciate could have se-
rious consequences.

It is in China’s own interest to al-
low the transition to a more con-

sumer-led economy to take place,
aided in part by allowing the yuan
to move higher. Like the inherent
tension of the Fed’s dual mandate,
though, China feels huge pressure to
sustain employment. And it must
fear the consequences of raising
rates after an investment binge:

Just look what happened to U.S.
housing.

Yet China’s stance is fueling infla-
tion within its borders and threat-
ening the stable, fast-expanding
economy it seeks. Korea provides a
warning. After levers like capital
and price controls are tried, central
banks must resort eventually to
raising interest rates more aggres-
sively.

This has policy makers elsewhere
sweating.

“Red-hot China needs to slam the
brakes on growth,” says Diana
Choyleva of Lombard Street Re-
search. Doing so would help take
the inflation heat off Korea, as well
as abating commodity-related rises
in developed markets. Such cooling,
however, also would reflect a slow-
down in the Chinese economy, hurt-
ing asset prices, exporters and raw-
material producers the world over.
The longer Beijing waits, the
sharper the consequences could be.

—Kelly Evans

Heating up
South Korea year-on-year consumer
price inflation

Source: Thomson Reuters Datastream
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Beyond the immediate crisis
lie problems related to
spending on pension plans
and health care that now are
becoming urgent.

President Obama proposed freezing
the pay of federal employees.
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Colonial children have flown the nest,
but Britons cling to their nanny state

The latest index of economic
freedom from the Heritage
Foundation and The Wall Street
Journal knocks the U.K. down and
then, rather unsportingly, kicks it
hard as well.

For the country has fallen
precipitously since last year. It’s
now in a lowly 16th place rather
than the number 11 spot it
managed in 2010.

But not only that; it must also
suffer the indignity of seeing
places it used to rule running
rampant in the rarified heights far
above.

Hong Kong, Singapore,
Australia and New Zealand hog
the top spots. Canada, Ireland, the
U.S. and even Bahrain all beat the
Old Country.

The reason for the U.K.’s
underperformance is plain
enough. Economically, the place
has a split personality.

It doesn’t score badly at all
against benchmarks of investment
freedom, lack of corruption, labor-
market flexibility and all that
good stuff. Indeed, it’s still one of
the better places in Europe to do
business, judged by these criteria.

But when it comes to state
involvement in the economy, fiscal
freedom and government
spending, well…that’s when the
U.K. starts to look positively Third
World.

As the Heritage Foundation
says, “a dramatic expansion of
government intervention has
taken place in the U.K. in response
to the global financial and
economic crisis. The government
has nationalized or seized
ownership positions in some of
the major banks. Public finance
has deteriorated markedly.
Welfare benefits have become a
daunting burden. The government
deficit has widened sharply, and
gross public debt has climbed to

over 70% of GDP.”
Well, there you go.
But the real question is, would

the British have it any other way?
If economic freedom is to be

equated with a lack of state
involvement, the people seem not
to want it. Indeed, they usually
vote against it.

Look at the last election.
Despite the patchy performance of
both the vast National Health
Service and Britain’s state-
provided education system,
neither of which bears comparison
with the world’s best, all the
major political parties felt they
had to promise to support both,
come what may. To do otherwise
was judged electoral suicide.
Probably rightly.

Think about that for a moment.
Even in the face of an austerity

program unprecedented in
peacetime, these two massive,
costly edifices had to be
guaranteed, undamaged, to the
people even by parties such as the
Conservatives, which are
supposed to have free-market
leanings and an affinity for the
private sector.

No, there comes a point when
all British free-marketers are
eventually forced to realize they
are doomed to be in a minority,
albeit sometimes a large one.
Probably forever.

A long postwar history of state
involvement, if not dominance, in
just about everything that matters
to individual voters has left its
mark. And it’s a mark so deep on
the British public that other ways
forward in health or education,
especially, are seldom seriously
discussed.

Public money is not only the
default position in answer to
almost any problem in national
discourse, but it is also usually
the only position.

And look at the dominance of
the concept of “fairness” in any
national debate. Argue as you will
that fate doesn’t create humans

equal. It won’t do you any good.
The British want a state that
redresses the balance, come what
may.

Of course there is that sizable
minority that looks back to the
swashbuckling Thatcher years as a
lost golden age. But theirs
remains perhaps the last love that
cannot speak its name. Mrs
Thatcher’s way seemed just too
brutal for the majority, and the
Grand Old Lady of the free market
remains popularly reviled.

It’s not all bad news, of course.
Compared with its big European
rivals and partners, the U.K.
comes out of the index rankings
rather well. Only the Netherlands
is above it, and it still leaves
Germany and, especially, France in
the dust. The Old Enemy only
manages to scrape in at 64,
sandwiched between Cape Verde
and Romania. Try telling Paris it’s
on a par with either of those two
in anything.

But here again we see the
U.K.’s split personality. Its
apologists may look once more to
that oft-touted talent for
compromise to explain away this
halfway house between market
and state.

Others may see it more as
endless, incoherent dithering,
saddling the country with the
worst of both worlds, unable to
reap the full benefits of either.

The U.K. isn’t alone on the
slippery slope, of course. For
similar, postcrisis reasons, the U.S.
comes in at a lowly ninth place;
the lowest score it has notched up
in a decade.

But that will be scant comfort
in London. If the U.K. is ever to
rival its old colonies in terms of
economic freedom, the free
marketers may just need better,
gentler salespeople than they have
had so far.

In all likelihood, though,
economic freedom for the British
will forever stop at the hospital
door or the school gate; much as
it always has.

The Bank of England is battling with above-target inflation.
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BY DAVID COTTLE

ONLINE TODAY

The reason for the U.K.’s
underperformance is plain
enough. Economically, the
place has a split personality.
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Autos

n Renault filed a “complaint
against persons unknown” with
French prosecutors for industrial
espionage and other acts, but de-
clined to give further details on
the high-profile spying case at its
electric vehicle program.

n The U.S. government is un-
likely to recover its entire $50 bil-
lion investment in General Motors,
in part because the Obama admin-
istration unloaded a big block of
shares in the company’s initial
public offering at $33 a share
rather than wait for a higher
price, a federal panel said.

n PSA Peugeot-Citroën said its
13% year-to-year rise in sales of
new vehicles in 2010 was boosted
by a surge in demand from mar-
kets outside Europe, a trend that
appears to be growing.

n Tesla Motors, the electric
sports car maker, expects to get
about $60 million in revenue from
building the electric components
of an upcoming Toyota Motor
RAV4 sport-utility vehicle. Tesla is
building the batteries, motor,
gearbox and electric control sys-
tem for the RAV4, which is set to
come out in 2012.
n Tesla also said it has finished
the acquisition of the former Toy-
ota and General Motors plant in
Fremont, Calif. that will serve as
its manufacturing hub.

i i i

Banks

n Germany’s Commerzbank said
it will raise up to €650 million
($853.6 million) in new capital by
exchanging hybrid bonds for new
shares, resulting in a capital gain
and a core Tier 1 ratio increase.

n Spanish lender Banco Español
de Crédito reported a weak
fourth-quarter net profit of €9.5
million ($12.5 million), as it took
further steps to clean up its loan
book in the wake of a massive
housing bust.

i i i

Conglomerates

n General Electric agreed to ac-
quire Lineage Power Holdings
from private-equity firm Gores
Group for $520 million, giving
GE’s energy-technology business
entry to the power-conversion
market, where the growth of
cloud computing and mobile
smartphone applications is driving
demand.

n Sun Holdings Greater China is
planning to raise at least US$1 bil-
lion in an initial public offering
ahead of a listing in Hong Kong
this year, people familiar with the
situation said.

i i i

Energy

n Marathon Oil’s board said it
has revived plans to spin off the
company’s refining and sales op-
erations. The approval comes two
years after the company decided
against breaking up. The split will
see the creation of Marathon Pe-
troleum Corp., expected to be the
fifth largest U.S. refiner.

n French oil major Total is cur-
rently in discussions with a pre-
ferred bidder to sell its U.K.-based
refinery in Lindsey, North Lincoln-
shire, a person familiar with the

matter said. The person didn’t
give details of the potential buyer.

n Cnooc, China’s largest offshore
oil and gas producer by capacity,
plans to issue 10- and 30-year in-
ternational bonds to institutional
investors, becoming the latest Chi-
nese company to tap the offshore
bond market amid tightening li-
quidity at home. It didn’t say how
much it plans to raise.

i i i

Financial services

n Moody’s latest downgrade of
AIG’s credit rating could force the
insurer to cough up millions of
dollars to firms holding financial
derivatives and other contracts
from its units, according to the
company’s financial statements.
The development is unlikely to af-
fect AIG’s plans to close a recapi-
talization agreement with the U.S.
government Friday.

n Lehman Brothers Holdings in-
creased its estimate of how much
its creditors will recover to $60.1
billion and said it expects to file a
new plan to disperse its assets
within seven to 10 days, nearly 2½
years after the investment bank
filed for U.S. Chapter 11 protection
in the largest bankruptcy ever.

n Fosun International announced
a $600 million joint investment
fund with Prudential Financial of
the U.S., the latest move by one of
China’s biggest privately owned
conglomerates to establish itself
as an international investor. The
fund will invest in both Chinese
companies and foreign firms that
have significant business opportu-
nities in China.

n MSCI’s fiscal fourth-quarter
profit grew 23% to of $30.3 mil-
lion as costs from the market in-
dexing firm’s past acquisitions cut
into its margin.

n French insurer Groupama said
it’s interested in buying a stake of
up to 20% stake in Fondiaria-SAI,
Italy’s second-largest insurer. It
added, however, that it isn’t seek-
ing control of the company.

i i i

Metals and mining

n Anglo Platinum, the world’s
largest producer of the metal, said
it expects its 2010 earnings to
have roughly tripled due largely to
a jump in the price received for
platinum-group metals.

n Inmet Mining’s planned merger
with Lundin Mining will put the
combined 9 billion Canadian dol-
lar (US$9.1 billion) miner among
the world’s biggest copper pro-
ducers.

n India’s Tata Steel plans to
launch its proposed 36.8 billion
rupee ($817 million) follow-on
public share offering on Jan. 19,
three people involved in the trans-
action said, as it seeks to raise
funds to lower its debt burden.

n Posco, the world’s third-biggest
steelmaker by output, posted a
59% decline in fourth-quarter net
profit to 525.4 billion won ($471.7
million), weighed down by high
raw-material costs, but forecast a
rebound in profitability in the cur-
rent quarter.

i i i

Pharmaceuticals

n Merck & Co. said researchers
have halted one of two major
studies of its experimental heart
drug vorapaxar and made signifi-
cant changes to the other, throw-
ing into doubt the future of one of
the most important medicines in
its product pipeline.

n Dutch biotechnology company
Crucell, a takeover target of U.S.

giant Johnson & Johnson, said it
resumed operations at its South
Korean vaccines plant after it had
shut it down last year due to ste-
rility issues at the plant.

i i i

Retail

n France’s Carrefour reported a
5.1% rise in fourth quarter sales to
€27.12 billion ($35.6 billion), as
sales picked up in France, Spain
and Asia, offsetting weaker results
in the rest of Europe.

n Tesco, the world’s third-largest
retailer by sales, reported weaker-
than-expected U.K. Christmas
sales.

n Japan’s Fast Retailing, the op-
erator of the Uniqlo casual cloth-
ing store chain, reported a 35%
fall in fiscal first-quarter profit to
22.71 billion yen ($273.7 million),
citing weak sales of autumn and
winter clothing in the latest set-
back for the once-surging retailer.

n Starbucks unveiled an alliance
with Tata Group, India’s flagship
conglomerate, for sourcing and
roasting coffee beans, a move de-
signed to pave the way for the
U.S. chain to open stores in the
country and to sell more Indian
coffee world-wide.

n Target said it hired an advisor
to pursue the sale of its $6.7 bil-
lion credit-card receivables port-
folio, as the mass merchandiser
also disclosed plans to acquire up
to 220 sites for 1.83 billion Cana-
dian dollars (US$1.85 billion) from
a unit of Canadian department-
store operator Hudson’s Bay.

i i i

Technology

n The U.S. Justice Department is
preparing a potential court chal-
lenge to Googgle’s acquisition of

travel-software company ITA Soft-
ware that powers some of the
most popular Internet airline-
ticket search and booking sites,
people familiar with the matter
said.

n SAP released preliminary fourth
quarter revenues well above ex-
pectations, but said the $1.3 bil-
lion jury verdict awarded to rival
Oracle would weigh heavily on its
profits. The company said it could
not yet disclose its profits and op-
erating margin for the fourth
quarter and full year.

n Online retailer Amazon.com
will add 950 jobs in Scotland as
the online retailer opens a new
1 million square-foot distribution
center, as it continues to expand
its worldwide shipping capacity.

n Myspace’s CEO told employees
that parent News Corp. is explor-
ing a sale, merger or spinoff of
the social-media website, one day
after laying off half of Myspace’s
work force.

n Research In Motion said it has
provided solutions to let Indian
security agencies access the
smartphone maker’s messenger
and public email services, though
the tools can’t be used to monitor
its corporate email services.

n Infosys Technologies posted a
weaker-than-expected 14% rise in
third-quarter net profit to 17.8 bil-
lion rupees ($395.3 million) under
the weight of the strong rupee
and cautioned that a slow eco-
nomic recovery in developed mar-
kets and currency fluctuations
could derail growth.

BUSINESS WATCH

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

John MacLeod, site manager at Oban’s Scottish Sea Farms, holds a salmon a day after the two governments reached a deal that should help Scottish fish farming.

China to allow importation of Scottish salmon

Getty Images
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‘Spider-Man’ show spins troubled web
Scheduled to open in less than a

month, “Spider-Man: Turn Off the
Dark” still hasn’t figured out its fi-
nal scene and its lead producer has
bought repeat tickets for audience
members to get feedback on the
show’s many changes.

The most expensive production
in Broadway history was vaulted
once again into the national spot-
light Dec. 20 when Christopher Tier-
ney, the primary Spider-Man stunt
double, fell 25 feet during a per-
formance. He ended up hospitalized
with broken ribs, a hairline skull
fracture and other injuries.

Producers canceled two shows as
they worked out new stunt proto-
cols that satisfied state and federal
safety inspectors. The show has
been running ever since to packed
audiences during its extended pre-
view. Last week, it narrowly sur-
passed “Wicked” as the top box of-
fice performer on Broadway.

Four actors in the show have
sustained injuries as the production
has prepared for its Feb. 7 opening
at the Foxwoods Theatre. Emails ob-
tained by The Wall Street Journal
through the Freedom of Information
Law from the New York State De-
partment of Labor show inspectors
raised serious concerns about the
safety of the musical’s complex
aerial maneuvers. The day after Mr.
Tierney’s accident, state safety in-
spector Lansing Lord wrote in an
email to six other labor officials:
“May be time to do something here
before someone is killed.”

Lead Producer Michael Cohl said
the musical—directed by Julie Tay-
mor with a score by U2’s Bono and
the Edge—and state inspectors have
worked cooperatively from the start
to ensure the production is safe. “All
that happened there was safety,
safety, safety,” he said.

Mr. Cohl hedged his bets when
asked if the opening date, which has
been postponed three times, re-
mains Feb. 7. “It’s life—I don’t ex-
pect it to [change], but it’s life,” he
said during an interview with fellow
producer Jeremiah J. Harris in Mr.
Harris’s corner office overlooking an
edge of the theater district. A
spokesman for the show, Rick Mira-
montez, said Wednesday that “all
systems are absolutely go” for the
planned opening.

One key element the show is still
hammering out: the ending. Produc-
ers intend to replace the $65 million
show’s temporary finale—a scrim
unfurling to reveal an image of Spi-

der-Man—with a more elaborate
scene, Mr. Cohl said. “The actual
ending that we have planned is still
not in the show,” he said. “Nobody’s
seen it—including us, by the way.”

The artistic challenges come
amid investigations by the state la-
bor department and the U.S. Occu-
pational Safety and Health Adminis-
tration into the technically complex
production. Emails show that some
labor department officials antici-
pated safety problems months ago.

“I hate to say I told you so...,”
wrote the department’s safety and
health inspection supervisor, Kevin
Dillon, on Oct. 31, informing other
labor officials of an accident earlier
that month that catapulted an actor,
Kevin Aubin, across the stage, leav-
ing him with two broken wrists. “I
again express to you my reserva-
tions and concerns regarding the
speed of the flights and the effect

upon the performer if an emergency
stop must be made during the
flight.”

“Those concerns were very
much heard, and they focused ev-
erything we did,” the labor depart-
ment’s deputy commissioner for
worker protection, Pico Ben-
Amotz, said in an interview.

Labor officials were originally in-
clined to reject the show’s request
for permits needed for risky aerial
maneuvers based on their conclu-
sion that the computer system con-
trolling the stunts “has demon-
strated the ability to harm
performers,” a Nov. 1 email from the
department’s senior safety and
health engineer, Edward A. Smith,
said.

Inspectors eventually cleared the
show as safe for performance on
Nov. 24, four days before the first
preview.

In response to the concerns
raised in the labor department
emails, Mr. Miramontez said
Wednesday: “The production
worked closely with the Department
of Labor throughout the process and
never heard of any grave concerns.
Any and all concerns and issues
have always been addressed in a
timely and appropriate manner.”

“Spider-Man” last week beat
“Wicked” by $58 in box-office re-
ceipts, grossing $1.59 million.
“Wicked” had been No. 1 almost
continuously since 2004.

To pay back investors, “Spider-
Man” must match that exceptional
result for at least another two
years, according to longtime Broad-
way producers. Mr. Miramontez
doesn’t dispute that assessment.
Some of the show’s backers, like
Kathryn Sherman, aren’t certain
they will see a return on their

money. “It wasn’t our intent to be as
heavily invested as we are, but
that’s the way things have rolled,”
Ms. Sherman said.

Meanwhile, the show’s creative
team is working to make the sto-
ryline clearer. While the first act is
made up of moments familiar to
fans of the “Spider-Man” films, the
second act is an original story writ-
ten as a dream sequence by Ms.
Taymor and book co-author Glen
Berger.

“Some people are confused,
yeah,” said Mr. Cohl, the lead pro-
ducer. “It’s hard to tell that it’s all
an illusion, it’s all a dream.”

He says he’s spoken with audi-
ence members to get their feedback
and has bought tickets for a handful
of them to get their opinion on revi-
sions.

Safety changes also have altered
at least one key moment in the
show. Whereas Mr. Tierney was sup-
posed to run almost to the edge of
the elevated platform during the
stunt that injured him when he went
too far, the performer doing the
move now has been instructed to
halt four feet shy of the precipice.

Mr. Tierney, who’s recovering
and hopes one day to return to the
musical, has said that not running
up to the edge can blunt the stunt’s
potency: “If you don’t go for it, it
just doesn’t play,” he said during a
recent appearance on “Good Morn-
ing America.” “It just doesn’t look
good.”

Mr. Miramontez said the safety
changes haven’t affected the look of
the show or its ability to excite au-
diences. He noted that no flying mo-
ments have been altered as a result
of the new safety protocols.

The production’s weekly running
costs have held firm at $1 million.
The show is selling tickets through
April, and the producers say they
plan in the next few weeks to offer
a new block of tickets for sale into
the fall.

Messrs. Harris and Cohl said
they are fully dedicated to Ms. Tay-
mor’s artistic vision and attribute
fascination with the musical’s trou-
bles partly to professional jealousy
targeted at the director. “Why are
they picking on Julie? It’s probably
personal,” Mr. Cohl said.

Mr. Cohl said he doesn’t believe
any audience members are there to
see accidents, but he readily acknowl-
edged that a sense of fear draws
crowds. “Is it thrilling to see some-
thing dangerous?” he said. “Well, the
circus has been around a lot longer
than Broadway, and so the answer
has to be a resounding yes.”

BY ELLEN GAMERMAN
AND ERICA ORDEN
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Hanging on
The most expensive production in
Broadway history, ‘Spider-Man: Turn Off
the Dark,’ continues to tinker with artistic
changes and remains under investigation
by state and federal agencies amid injuries
to four of its actors. Its planned opening is
less than a month away.

Nov. 28, 2010

Dec. 5

Dec. 12

Dec. 19

Dec. 26

Jan. 2, 2011

Jan. 9

Weekly box-office grosses
In thousands

Weekly
attendance

$201 1,923

$912 9,595

$1,036 11,455

$944 7,720

$1,881 15,443

15,443$1,589

$919 9,468

FEB. 25, 2010

NOV. 14, 2010

NOV. 28, 2010

MARCH 2010

DEC. 21, 2010

JAN. 11, 2011

FEB. 7, 2011

Injuries

Dropouts

BRANDON RUBENDALL
The Lizard
Broken
toe

NATALIE MENDOZA
Arachne

Concussion

KEVIN AUBIN
Spider-Man
stunt double

Two broken wrists

CHRISTOPHER
TIERNEY

Primary Spider-Man
stunt double

Hairline skull fracture,
four broken ribs, bruised
lung, three fractured

vertebrae, among others

EVAN RACHELWOOD
March 2010

ALAN CUMMING
April 2010

NATALIE MENDOZA
January 2011
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S&P, Moody’s again warn U.S. on its ratings
measures to reverse the deteriora-
tion in negative fundamentals in the
U.S., the likelihood of a negative
outlook over the next two years will
increase,” said Sarah Carlson, senior
analyst at Moody’s.

Standard & Poor’s Corp. also
didn’t rule out changing the outlook
for its U.S. sovereign-debt rating be-
cause of the recent deterioration of
the country’s fiscal situation. The
U.S. has a triple-A rating with a sta-
ble outlook at both raters.

“The view of markets is that the
U.S. will continue to benefit from
the exorbitant privilege linked to
the U.S. dollar” to fund its deficits,
said Carol Sirou, head of S&P

Continued from first page France, at a conference in Paris on
Thursday. “But that may change. We
can’t rule out changing the outlook”
on the U.S. sovereign-debt rating in
the future, Ms. Sirou warned. She
said the jobless nature of the U.S.
recovery was one of the biggest
threats to the economy. “No triple-A
rating is forever,” she said.

Moody’s said the U.S., Germany,
France and the U.K. still have debt
metrics, including debt affordability,
compatible with their triple-A rat-
ings. But all four countries must
bring the future costs arising from
pension and health-care subsidies
under control if they “are to main-
tain long-term stability in their debt
burden credit metrics,” Moody’s

said in its regular triple-A Sovereign
Monitor report.

Moody’s noted that measures
were recommended by the U.S. Na-
tional Commission on Fiscal Re-
sponsibility and Reform, appointed
by President Obama, to achieve a
balanced primary budget, which ex-
cludes the cost of interest pay-
ments, by 2015, but that there was
insufficient support to trigger con-
sideration of those recommenda-
tions by the full Congress.

The wide variety of recom-
mended measures included Social
Security reform, cutbacks in the
growth of Medicare outlays, elimi-
nation or modification of the mort-
gage-interest tax deduction, a gaso-

line tax and other measures,
Moody’s said.

“In Moody’s view, a plan that
would result in a reversal of the up-
ward trajectory in the debt ratios
would indeed be supportive of the
country’s Aaa rating,” the ratings
agency said in its report. “However,
it is unlikely that the Commission’s
recommendations will be adopted.”

The most recent official figures
show the ratio of federal debt to
revenue averaging 397% of gross do-
mestic product in the period to
2020, while the ratio of interest to
revenue will rise to 17.6% by 2020,
from 8.6% in the last fiscal year.

—Mark Gongloff in New York
contributed to this article.

A sea of red ink
Projected U.S. budget deficit

Source: U.S. Congressional Budget Office
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Euro-Zone Crisis

n European Central Bank Presi-
dent Jean-Claude Trichet scram-
bled to counter an unexpected rise
in euro-zone inflation, signaling
that he won’t hesitate to raise
rates if recent signs of price pres-
sures become firmly entrenched.
n He also appealed to European
leaders move quickly to increase
the size and flexibility of a €440
billion ($578 billion) rescue fund
aimed at stemming contagion
from the currency bloc’s widening
debt crisis, though Germany’s gov-
ernment rejected an immediate in-
crease on the fund’s size.
n The ECB said its governing
council decided to leave all the
bank’s official interest rates un-
changed at its first meeting of
2011.

n Spain, Italy and Hungary all
carried out successful bond auc-
tions, as investors showed strong
demand for the bonds following
Portugal’s better-than-expected
bond auction on Wednesday.
n The results failed to dispel
worries about debt levels in the
euro zone’s fiscally frail countries,
as investors focused on the higher
yield Spain had to pay and the po-
tential for weaker demand at the
next round of bond sales.

n Slovakia’s top finance official
said efforts to defend Europe’s
common currency by bailing out
indebted countries are failing, and
that financial stresses could in-
crease over the next two years.

n European Union authorities are
gearing up for a new round of
stress tests for the region’s big-
gest insurance companies and
banks, building on tests last year
that in the case of banks particu-
larly were criticized in some
quarters for being too weak.

n The chief executive of Ireland’s
National Asset Management
Agency said the financial regula-
tor is probing information pro-
vided by banks relating to overly
positive loan-to-value ratios banks
gave to the agency prior to trans-
ferring loans.

n Ireland’s Prime Minister Brian
Cowen told his Fianna Fail party
that he would not resign, despite
widespread pressure for him to
step down following revelations
about his relationship with a for-
mer official from the now-nation-
alized Anglo Irish Bank.
n During a parliamentary party
meeting, Cowen acknowledged
that there are issues remaining
with his leadership and told law-
makers that he would meet with
senior party members over the
coming days.

n The euro’s exchange rate
against the dollar is still too
strong and is hurting the competi-
tiveness of companies in the euro
zone, French President Nicolas
Sarkozy said.

i i i

Europe

n The U.K. government’s “ambi-
tious” program to pare back the
budget deficit means the country
should maintain its triple-A credit
rating despite slower than ex-
pected economic growth forecasts,
Moody’s Investors Service said.

n The Bank of England kept its
key interest rate at a record low,
but pressure is growing on the

central bank to respond to build-
ing price risks.

n The U.K.’s former envoy to Af-
ghanistan, Sherard Cowper-Coles,
said British Army commanders
committed troops to operations in
the country because they feared
that the Army would be cut in a
future defense review if they were
not redeployed.

n In Germany, a tanker loaded
with sulfuric acid capsized on the
Rhine river and two crew mem-
bers were missing, authorities
said. Two other crew members
were rescued from the ship.

n Germany’s foreign minister
criticized a Greek government de-
cision to support claimants in an
ongoing dispute over a World War
II Nazi massacre.

n An Italian high court struck
down a key pillar of a law that
postpones criminal trials facing
Italian Prime Minister Silvio Ber-

lusconi and other top government
officials—a ruling that could re-
vive the billionaire leader’s trials.

n Italy’s Mount Etna has come
back to life with a brief eruption
that sent lava down its slopes and
a cloud of ash into the sky, forcing
the overnight closure of a nearby
airport.

n Russia said further cuts in nu-
clear weapons sought by the U.S.
can be achieved only as part of a
multinational accord limiting
other types of armaments.

n The Czech Republic gave politi-
cal asylum to a former Ukrainian
economy minister, a sign of in-
creasing disquiet over the Ukrai-
nian government’s investigations
of opposition figures.

i i i

U.S.

n Two leading credit-rating agen-
cies cautioned the U.S. on its

credit rating, expressing concern
over a deteriorating fiscal situa-
tion they say needs correction.

n The U.S. trade deficit unex-
pectedly narrowed for the third
straight month in November,
though the gap with China re-
bounded a week ahead of Presi-
dent Hu Jintao’s state visit.
n The number of U.S. workers fil-
ing new claims for jobless benefits
jumped last week, while producer
prices jumped higher in December
on the back of higher energy and
food costs.

n A federal judge signed off on a
settlement in which the widow of
a longtime investor with convicted
Ponzi scheme operator Bernard
Madoff will return $7.2 billion to
the victims of Madoff’s fraud.

n The Environmental Protection
Agency is granting an exemption
under its controversial green-
house-gas requirements, saying
that it will provide a three-year

reprieve for facilities that burn
wood chips and other biomass
products to generate electricity.

i i i

Americas

n Brazilian President Dilma
Rousseff flew over the rain-
drenched mountains northwest of
the beachfront city of Rio de Jan-
eiro, surveying the damage from
floods and landslides that have
claimed at least 355 lives.

i i i

Asia

n U.S. Defense Secretary Robert
Gates attempted to reduce pres-
sure on the Japanese government
to move quickly on relocating a
U.S. military base on Okinawa, in-
stead focusing his discussions
here on the threat from North Ko-
rea.

n Japan’s prime minister said he
will reshuffle his cabinet, a move
aimed at placating opposition par-
ties and boosting his flagging sup-
port ratings as he tries to smooth
the passage of the next fiscal
year’s budget through parliament.

n China launched a pilot program
to allow domestic companies to
use the yuan to invest overseas,
an expansion of its efforts to fos-
ter the yuan as a global currency
and another step in opening the
country’s capital account.

n China’s inflation can’t be
blamed on capital inflows, because
the country has effective capital
controls, a senior economist at
the World Bank said, adding
China’s own expansionary mone-
tary and fiscal policies, as well as
surging food prices have been the
cause of its inflation.

i i i

Middle East

n U.S. Secretary of State Hillary
Clinton blasted Arab governments
for corruption and stalled political
reforms and warned that extrem-
ist groups were exploiting this
lack of democratic development to
promote radical agendas in the
Middle East and North Africa.

i i i

Africa

n In Sudan, three Bulgarians fly-
ing aircraft for the World Food
Program were kidnapped in the
troubled western Darfur region.
Bulgaria’s Foreign Ministry identi-
fied the air crew as three of its
citizens working for an airline
contracted to the United Nations.

n Tunisia’s autocratic president,
facing deadly riots that have
rocked his nation, ordered prices
on food staples slashed and sug-
gested he will leave the presi-
dency—but not until 2014.

i i i

Australia

n Brisbane residents face a re-
building task of “postwar” propor-
tions after floods swamped thou-
sands of homes in Australia’s
third largest city, adding to the
mounting cost of the deluge
across Queensland.

WORLD WATCH

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

Customs officials surround a stolen Ferrari 458 seized at the port of Naples after being found in a shipping container.
Two containers, one with the Ferrari 458 and a Ferrari 599 inside and one with a Porsche Panamera and Mercedes SLS
that had been stolen in Spain inside, were seized by the police in collaboration with customs authorities.

Italian officials seize stolen sports cars at port of Naples

European Pressphoto Agency
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ECB warning lifts the euro
keep the ECB from raising interest
rates for at least the next few
months, many analysts say. The ECB
on Thursday kept its crisis-era lend-
ing programs in place—a lifeline to
banks in Ireland, Greece and Portu-
gal that have trouble accessing
funds from the interbank mar-
kets—and Mr. Trichet said the ECB’s
government-bond purchase pro-
grams remain in place.

The ECB so far has purchased
€74 billion ($97 billion) in Irish,
Greek and Portuguese government
bonds since the program started in
May. Though ECB officials appear
reluctant to embark on large-scale
purchases, they have been willing to
intervene in a targeted way, as they
did Monday and Tuesday ahead of
Portugal’s key bond sale, according
to bond traders.

The euro was also bolstered
Thursday by encouraging debt auc-
tions by Spain and Italy. While in-
vestors demanded higher yields
from both countries, which are
viewed as two of the more vulnera-
ble euro-zone economies, the auc-
tion temporarily alleviated worries
that the euro zone’s debt crisis
would spread.

Continued from first page Mr. Trichet declined to comment
on whether the ECB bought bonds
this week, and rejected speculation
that it was trying to smooth Lis-
bon’s debt sale. The ECB’s aim is to
make its interest-rate policies trans-
mit smoothly through financial mar-
kets, Mr. Trichet said, adding there
is “no other goal than that.”

Mr. Trichet renewed his call for
European leaders to increase the
size and scope of Europe’s €440 bil-
lion rescue fund. “The message is to
improve the effectiveness of this in-
strument, both in quantity and qual-
ity,” Mr. Trichet said, adding he
wants “maximum” flexibility.

Separately, French President Ni-
colas Sarkozy reiterated that the
euro’s exchange rate against the dol-
lar is still too strong and is hurting
the competitiveness of companies in
the euro zone.

Visiting an assembly plant of Eu-
ropean commercial aircraft builder
Airbus, Mr. Sarkozy said he will
“fight” during France’s presidency
of the Group of 20 industrialized
and developing nations to ensure
that euro-zone companies have a
competitive exchange rate and
aren’t a victim of “monetary dump-
ing.”

Germany debates rescue fund
BERLIN—German leaders are di-

vided over whether to boost the
bailout fund for euro-zone coun-
tries, amid growing calls from other
European leaders to greatly expand
the currency bloc’s safety net.

German Finance Minister Wolf-
gang Schäuble voiced support for
changes that would significantly
raise the bailout fund’s true lending
capacity, which is currently much
lower than its headline €750 billion
($985 billion) size thanks to quirks
in its fine print.

“We must discuss whether it
wouldn’t be right that €750 billion
are actually available” as rescue
loans, Mr. Schäuble told foreign cor-
respondents in Berlin on Thursday.

Doing so wouldn’t amount to in-
creasing the fund, as it would
merely fulfill a pledge Europe made
last May, Mr. Schäuble argued. But
it would require beefing up the
main part of the safety net with ex-
tra credit guarantees or capital from
euro-zone governments, he said.

While Mr. Schäuble, Germany’s
most powerful supporter of deeper
European integration, signaled flexi-

bility on new measures to combat
the debt crisis in the euro zone,
other German officials dismissed
proposals to boost the rescue fund
as unhelpful.

German Economy Minister
Rainer Brüderle said on Thursday
that the safety net is “sufficient” as
it stands, adding: “I don’t think it’s
good to make new proposals every
day.”

The European Union has for days
been debating an overhaul of its aid
mechanisms for euro-zone countries
struggling with their debts, with the
aim of presenting what Mr.
Schäuble called a “comprehensive
package” by March that would re-
store confidence in markets about
the EU’s ability to master the crisis.

But Europe’s ability to take bold
action is being held hostage by do-
mestic politics in Germany, the EU’s
biggest economy and financial pow-
erhouse.

In a replay of last year’s divi-
sions over how to handle a budget
crisis in Greece—the first euro
member to lose investors’ trust be-
cause of its debts—Chancellor An-
gela Merkel is wary of electoral fall-
out at home, and is putting the

brakes on ambitious new proposals
by other European leaders.

A chorus of top EU officials is
calling for a bigger bailout fund, to
reassure markets that Europe has
enough firepower to support any
country that might need aid, includ-
ing a large euro-zone nation such as
Spain.

Mr. Schäuble said doomsday sce-
narios that would exhaust the aid
funds currently available are un-
likely. But he acknowledged that
there is widespread uncertainty in
financial markets about whether Eu-
rope has set aside enough money to
cover all eventualities.

“This is an argument for us to
make it clear that what we agreed
in May is truly available,” he said.

Mr. Schäuble’s comments show
that Germany’s finance ministry is
searching for a compromise be-
tween pressure from around Europe
to expand the safety net, and politi-
cal fears in Germany of a voter
backlash if Berlin is seen as sending
more taxpayer money to euro-zone
countries that have failed to balance
their books.

—Bernd Radowitz
contributed to this article.

BY MARCUS WALKER

Brussels this
week has been
abuzz with ideas
about how to make
the euro zone’s
main bailout fund

more effective. As the crisis that
started in Greece and enveloped
Ireland now threatens to overtake
Portugal, it’s evident that the
European Financial Stability
Facility has not provided a
firebreak between countries that
its architects hoped for when it
was created in May.

“The EFSF funding capacity
must be reinforced,” European
Commission President José
Manuel Barroso said Wednesday,
adding that “the scope of
activities should be widened.”

The discussions have taken
place mostly behind closed doors,
but enough detail has emerged to
suggest that many ideas dismissed
in the past—some because of
German opposition—are now back
on the agenda. European officials
appear to be moving toward a
package that would at once
reshape the EFSF and also specify
the rules of engagement for the
permanent bailout fund that will
replace it after mid-2013.

The Doomsday nature of the
bailout fund has been noted here
before: It’s only when the victim is
at the point of drowning that a
rescue takes place, by which time
the next country in line is up to its
neck in water. The stipulation that
bailouts can only occur as a last
resort has rendered them virtually
useless in preventing contagion.

One idea now under discussion
is to use the fund to preempt a
crisis. It is backed in a number of
capitals, including Paris, but
critically Berlin has resisted.

The idea would be to use the
fund, perhaps in tandem with the

precautionary funds available from
the International Monetary Fund,
as a credit line to stave off a self-
fulfilling downward spiral.

This week the IMF agreed to
expand to $72 billion ($96 billion)
a line of credit for Mexico, the sort
of financing available to countries
whose policies are seen as strong.
The technique may, some officials
say, be appropriate for Spain.
Ideally, it would never be used.

Such precautionary credit lines
can be effective in providing
firepower to deter speculative
attacks. Yet, some analysts say
that Spain and other peripheral
euro-zone countries may be facing
a permanent retreat of investors,
most of which are elsewhere in
the euro zone. If so, a preemptive
credit may be less effective.

Linked with this is another
proposal: Let the bailout fund buy

bonds. This idea is, officials say,
eagerly supported by the
European Central Bank, the
reluctant buyer of last resort in
the euro zone’s sovereign bond
markets. Intervening early could
prevent the upward spiral of bond
yields which sends the signal to
the markets that a country’s debt
position is unsustainable, and
closes off future market finance.
However, buying existing debt—as
Stephen Lewis of Monument
Securities in London points
out—would reduce the money
available for future financings.

One other possibility is to
lower the interest rates payable on
the bailout funds, as discussed in
this column last week. High
interest rates are meant to make
sure a bailout isn’t an easy way
out for impecunious governments.
But high interest rates raise

questions about whether countries
can really bear the costs of
servicing their debts.

Cutting interest rates for the
bailout funds would be relatively
easy. It would just require EU
leaders to make a political
decision. Most of the other
proposals, including the next one,
would require the leaders to
return to their national
parliaments to seek agreement
and would therefore be tougher
politically.

The other major debate is over
enlarging the size of the fund.
Using government guarantees
totaling €440 billion, it raises
money by issuing top-rated bonds.
That lowers its funding capacity to
just €255 billion, which is
supplemented by €60 billion from
another EU bailout fund, and a
contribution from the IMF of up to

half of what the Europeans pitch
in.

That’s more than enough to
finance Portugal, should it need
help. But it may not be able to
cover Spain’s requirements over
the next three years, particularly if
the government needs to boost the
capital of its banks.

Expanding the fund can be
done in several ways. The
guarantees of the EFSF could be
amended to apply “jointly and
severally,” a term that would
imply every country was in effect
guaranteeing all the bonds. This is
unpopular in the richer countries
starting with Germany, and
officials say it’s unlikely to get
very far.

Alternatively, the fund could
issue its bonds with a lower
rating, bringing into play
guarantees from non-triple-A-
rated countries. But the EFSF has
been marketing itself as a top-
rated credit and that would sit ill
with some European officials.

More likely is an agreement to
expand the size of the guarantees.
To increase the lending capacity to
the current headline size of the
fund, €440 billion, would require
more than €700 billion in
guarantees.

One drawback: It could start to
create problems for some
guarantors. In a research note this
week, Stephen Jen of BlueGold
Capital Management LLP, a hedge
fund manager, wrote: “If the EFSF
is enlarged to €700 billion or
above, one or more of the
currently AAA-rated government
debts may be downgraded.” A
downgrade of any of the five
triple-A countries in the euro
zone—France, Germany, the
Netherlands, Austria or
Finland—would in turn
compromise the credit ratings of
EFSF bonds themselves.

It’s a prospect that European
officials dismiss as a fantasy. But
it does suggest a practical limit to
the expansion of the bailout fund.

Ideas on putting bailout fund to work
[ Brussels Beat ]

BY STEPHEN FIDLER

European Commission President José Manuel Barroso urged European leaders to increase the size of the crisis fund.

A
ge

nc
e

Fr
an

ce
-P

re
ss

e/
G

et
ty

Im
ag

es

Friday - Sunday, January 14 - 16, 2011 THE WALL STREET JOURNAL. 29

THE QUIRK

Home buyers
zap bad vibes,
using witches
and warlocks
U.S. foreclosures help revive ancient rituals

T HERE’S a certain look and
feel to a foreclosed home,
and 31 Arbella St. has it:

fraying carpet, missing appliances,
foam insulation poking through
cracked walls.

That doesn’t faze buyer Tony
Barletta since he plans a gut reno-
vation anyway. It’s the bad vibes
that bother him.

So two weeks before closing,
Mr. Barletta followed witch Lori
Bruno and warlock Christian Day
through the three-story home.
They clanged bells and sprayed
holy water, poured kosher salt on
doorways and raised iron swords
at windows.

“Residue, residue, residue is in
this house. It has to come out,”
shouted Ms. Bruno, a 70-year-old
who claims to be a descendant of
16th-century Italian witches. “Lord
of fire, lord flame, blessed be thy
holy name.…All negativity must be
gone!”

The foreclosure crisis in the
U.S. has helped resurrect an an-
cient tradition: the house cleans-
ing. Buyers such as Mr. Barletta
are turning to witches, psychics,
priests and feng shui consultants,
among others, to bless or exorcise
dwellings.

Sellers, too, are adopting the
trend to help move a property
stuck on the market.

In recent months, foreclosure
and other distressed sales have
represented about a third of all
home sales, according to the Na-
tional Association of Realtors.
With so many foreclosures rid-
dling the market, some buyers
find that a coat of paint is hardly
enough to rid a house of its
creepy quotient.

“It’s not entities or ghosts that
we’re dealing with anymore,” says
Julie Belmont, a so-called intuitive
who works in Orange County, Ca-
lif., where 40% of home sales last
year were distress sales. “With
foreclosures, a lot of it is energy
imprints from past discussions,
arguments, money problems. All
of that is absorbed by the house.”

Homeowners of various faiths
have turned to different ritu-
als—called house cleansings or
space clearings—for centuries.
Catholics and Hindus, for example,
might ask a priest to bless a new
home before moving in. Before
their new year, the Chinese
cleanse the home to sweep away
any bad luck accumulated over the
past 12 months.

Ms. Bruno’s process pulls from
a few methods: Ringing bells, she
says, breaks up the negative en-
ergy of a place. Iron keeps evil
spirits away, says Mr. Day, bran-

dishing a sword across the living
room.

Mr. Barletta heard about the
pair through his real-estate agent
after his offer on the home was
accepted. “I’m a spiritual person,”
he says. “I just wanted to remove
the negative energy first.”

In Salem, the site of the 1692
witch trials, the occult is a part of
the everyday, from the high-school
sports team known as the Witches
to entrepreneurs such as Mr. Day
and Ms. Bruno. He owns the Hex
Old World Witchery magic shop
downtown and she gives psychic
readings there.

“It’s a very spiritual city,” says
Salem real-estate agent Janet An-
drews Howcroft.

But the city’s real-estate mar-
ket hasn’t been so charmed. Home
prices here fell by about a third in
the past two years, according to
Ms. Howcroft. And Essex, the
county that Salem calls home, had
the state’s second-highest foreclo-
sure level in October, says the
Warren Group, which tracks real-
estate data in New England.

Ms. Howcroft attributes recent
requests for house blessings in
part to the economic picture here.
She counted at least eight trans-
actions last year that involved a
house cleansing, compared to the
occasional request in prior years.

The house on Arbella Street is
under contract for $167,000, and
was appraised for nearly double,
pending renovations. But, Ms.
Bruno cautioned, that bargain
comes with a price. She gestured
toward an empty room with
“Mike, Age 13” scrawled on the
wall in child’s handwriting. “If
someone took your home away,
how would you feel?”

Taking her cleansing agent of
kosher salt in a bowl of water and
lighting a candle, she led the
group—including the buyer’s
agent—up the stairs.

Arriving at the upstairs
kitchen, gutted of its cabinetry
and appliances, Ms. Bruno yelled
into the air: “You will not hurt
anything I hold dear. I am the ex-
orcist of your garbage!”

She is quick to distinguish her
services from that of a plain-va-
nilla psychic. “Unlike psychics,
witches know you can change the
future,” she explains.

They might be described as
good witches. Ms. Bruno, who
feels she is well compensated for
her readings, doesn’t charge for
her house cleansings—she’s done
more than 100, she says. Rather,
she considers them to be a form
of charity work.

“I don’t want to live off peo-
ple’s sadness,” she says. Fellow
Salem witch Lillee Allee also per-
forms house blessings and, like
Ms. Bruno, she doesn’t take a fee.

Elsewhere, others are viewing
the rituals as a real business op-
portunity. Austin, Texas-based
feng shui consultant Logynn B.

Northrhip is teaming up with
Scottsdale, Ariz., real-estate agent
Jason Goldberg to offer a package
of services to create better vibes
in a home, either before sale or
after purchase. The two met at a
yoga retreat.

In Sacramento, Calif., realtor
Tamara Dorris also used feng shui
to help speed the sale of a prop-
erty that had been on the market
for more than a year. She placed a
jade plant, believed to bring good
financial luck, in a “prosperity
corner” and waited.

“Within two weeks, I had two
offers,” she says. “Most homes
have at least one or two prosper-
ity flaws. Foreclosed homes have
five or six flaws.”

Sometimes, it’s bad feng shui
to even attempt to buy a foreclo-

sure. That was Grace Lee’s discov-
ery as she toured 30 houses in the
San Diego area, her consultant Si-
mona Mainini in tow, to find a
new home.

In the end, Ms. Mainini just ad-
vised her to buy new construction,
saying it would save her money
on repairs and other troubles in
the long run.

“You can keep looking for deals
in distressed properties,” Ms.
Mainini recalls telling her client.
“But they all have an energy that
is very weak for money.”

BY S. MITRA KALITA
Salem, Mass.

Above and left: Lori Bruno, who claims to descend from 16th-century Italian witches, performs a cleansing ritual in Salem.

WSJ.com
ONLINE TODAY: See photos and a
video of a foreclosed home being
cleansed at WSJ.com/Quirk
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Court dents Berlusconi’s legal shield
ROME—An Italian high court

struck down a key pillar of a law
that postpones criminal trials facing
Italian Prime Minister Silvio Ber-
lusconi and other top government
officials.

The long-awaited ruling on
Thursday could revive the billion-
aire leader’s trials and heighten ten-
sions within his already-weakened
conservative ruling coalition.

The law, which Parliament
passed in March, had forced judges
to automatically postpone trials of
cabinet ministers up to 18 months if
the premier’s office deemed the le-
gal proceedings a “legitimate im-
pediment” to their governing duties.

Italy’s Constitutional Court up-
held the part of the law that says
the trials of cabinet members can in
principle be put on hold. However,
the court ruled that only the judges
presiding over the trials in ques-
tion—and not the government—can
decide whether such trials interfere
with government affairs.

Mr. Berlusconi “did not comment
and has no intention of comment-

ing,” his office said in a statement.
A joint statement by two of Mr.

Berlusconi’s lawyers, Nicolo Ghedini
and Piero Longo, praised the ruling
for leaving the “framework” of the
law intact. However, they criticized
the ruling for assuming judges are
not biased against Mr. Berlusconi’s
government.

Mr. Berlusconi has long argued
that he is the victim of persecution
by left-wing magistrates.

Mr. Longo said the judges presid-
ing over each of the premier’s three
trials could take more than a month
to decide whether to postpone the
trials further or let them resume.

The ruling marks the latest chap-
ter in Mr. Berlusconi’s longtime bat-
tle with Italy’s courts. He faces
three criminal trials on charges of
tax fraud, corruption and embezzle-
ment—charges he has long denied.

Over the years, in the face of
criminal charges, Mr. Berlusconi has
repeatedly introduced new laws that
shield top officials from prosecution
only to see the measures stripped
away by the Constitutional Court.
The tug of war, which has been the
subject of long debate in Parliament,

has often distracted lawmakers from
dealing with other key issues facing
the country, from economic mea-
sures to an overhaul of Italy’s edu-
cation system.

Last year, Mr. Berlusconi used
his strong parliamentary majority to
pass the current law after the Con-
stitutional Court struck down a
2008 law that had given Mr. Ber-
lusconi and other top officials im-
munity from criminal prosecution.

Today, however, Mr. Berlusconi
lacks a strong majority in Parlia-
ment. The premier narrowly sur-
vived a vote of confidence in the
Chamber of Deputies, the lower
house of Parliament, by a mere
three votes in December.

Since then, Mr. Berlusconi has
struggled to lure enough lawmakers,
particularly those in a pro-Vatican
opposition party, to comfortably off-
set the defection of dozens of law-
makers allied with Gianfranco Fini,
his former ally and the speaker of
the Chamber.

Mr. Fini has recently warned that
he wouldn’t support any overhaul of
Italy’s judiciary that “retroactively”
shields Mr. Berlusconi.

BY STACY MEICHTRY

Mr. Berlusconi, shown in Rome in December, faces the possibility of three trials.
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Bailouts failing,
says key Slovak

BRATISLAVA, Slovakia—Efforts
to defend Europe’s common cur-
rency by bailing out indebted coun-
tries are failing and financial
stresses could increase over the next
two years, Slovakia’s top finance of-
ficial said Thursday.

Slovak Finance Minister Ivan
Miklos said new rules that could re-
quire private investors to share the
costs of any rescue efforts after 2013
risk “increasing pressure for mar-
kets to shift the whole burden onto
taxpayers before then.”

In an interview with The Wall
Street Journal, Mr. Miklos also said
that uniting the finances of euro-
zone governments isn’t the solution
to the euro zone’s continuing woes.

“The main responsibility, the
main effort needs to be at the na-
tional level,” Mr. Miklos said. Gov-
ernments need to “respect fiscal
rules and convince people there is
no free lunch. We have to pay the
bills and work hard if we want a bet-
ter life.”

Slovakia’s new, right-leaning gov-
ernment, which took office last year,
has refused to participate in the
$140 billion bailout of Greece and
criticized the establishment of the
so-called European Financial Stabil-
ity Facility as a mistake. Slovakia ad-
opted the euro in 2009.

The country, the euro area’s
poorest member until the tiny Baltic
nation of Estonia joined Jan. 1, has
said it is unfair for its citizens to
foot the bill for wealthier neighbors

that overspent.
Since the Greek bailout and a

similar rescue of Ireland, fears have
mounted that other troubled euro-
zone countries, such as Portugal and
Spain, could end up needing assis-
tance. And the European Union has
scrambled to maintain financial sta-
bility.

“This is very dangerous, it is not
effective,” Mr. Miklos said of the
bailout efforts. “It is destroying con-
fidence in the market economy.
What kind of capitalism is it, when
profits are private, but losses are
nationalized?”

He said there is no reason that
national bankruptcies or debt re-
structurings should cause the euro
to collapse. “Loans to Greece were
the first mistake; formal debt re-
structuring would be much, much
better,” he said.

The Slovak finance minister said
that stricter budget-deficit rules for
EU members would be useful, but
that a complete fiscal union would
go too far, threatening the competi-
tiveness of countries such as Slova-
kia that want to keep taxes and
spending low.

BY SEAN CARNEY
AND GORDON FAIRCLOUGH

Slovak Finance Minister Ivan Miklos
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‘Loans to Greece were the
first mistake; formal debt
restructuring would be
much, much better,’ he said.
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Some of English football’s
biggest rivalries will be on show
this week as the Premier
League resumes following a
two-week break.

West Ham United hosts Ar-
senal on Saturday and despite
being bottom of the 20-team
top division, the Hammers have
lost just once in five league
games, winning three of its past
four matches in all competitions.

Arsenal is third in the stand-
ings, although the Gunners have
been wracked by inconsistency:
On Wednesday, the club suf-
fered a surprise defeat to Ip-
swich, of the second division, in
the Carling Cup. Given the
team’s unpredictable form,
there’s a case for laying Arsène
Wenger’s side at 4/6 on Betdaq,
ensuring a payout in the event
of a home win or draw.

In the Midlands, Aston Villa
crosses England’s second city to
face Birmingham on Sunday.
The home team has lost just
four Premier League games at
St Andrew’s since the beginning
of last season and is a good
bet to win here at 6/4. Villa has
lost seven of its last nine.

Sunderland should bounce
back from the 5-1 drubbing it
received at Newcastle in Octo-
ber and justify its status as 6/5
favorite in the North-East
derby. Sunderland has lost just
once in front of its own fans.

In the North-West, Liverpool
welcomes Everton to Anfield on
Sunday with both sides in unfa-
miliar positions close to the
foot of the standings. Kenny
Dalglish, Liverpool’s new coach,
has lost both games since tak-
ing over from Roy Hodgson and
it’s hard to back his side at 5/4.
Instead go for a resurgent Ever-
ton to win at 13/5.

Tip of the day

83

Source: European Club
Association

Arsène Wenger
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French rugby conquers Europe
With big money, star players and English tactics a new force is dominating the club game

Not so long ago, European rugby
union was dominated by English
teams whose gameplans involved
kicking for field position and tack-
ling anything that moved. But not
any more.

In today’s club game, the best
teams have three things in common:
star-studded rosters, a swarming
defense, and they all play in France.

Between them, French clubs pro-
vided four of the eight quarterfinal-
ists in the Heineken Cup last sea-
son—a record—as Toulouse won its
fourth title. Nobody else has more
than two.

This week, as club rugby’s big-
gest tournament resumes, French
teams top three of the six pools in
the Heineken Cup and five out of
five in the Challenge Cup. In Euro-
pean competition this season, clubs
from the country’s Top 14, the top
division, have a combined winning
percentage of .707 and a record of 41
wins, one draw and just 16 defeats.

It’s a period of unprecedented
dominance, but will it last? The
French say the commercial clout of
their clubs and the passion for the
game will sustain it. But spiralling
salaries and a new homegrown
player quota instituted by the Ligue
Nationale de Rugby, which governs
the professional game, could pull
the country’s soaring teams back
down to earth.

Nevertheless, for the moment,
France has stolen the game of club
rugby from the rest of Europe and it
doesn’t look likely to give it back
anytime soon.

“I don’t know if it will right it-
self,” said Jim Mallinder, the
Northampton Saints director of
rugby. “The gap is certainly there
and it’s quite evident. It has become
increasingly difficult [to compete].”

It wasn’t always like this.
Though France supplied the Hei-

neken Cup’s first two winners—Tou-
louse and Brive—it couldn’t main-
tain that dominance. Toulouse has
won a further three titles, but no
other French club has triumphed
since 1997—a period in which four
English clubs and all three partici-
pating Irish provinces lifted the tro-
phy. In the 2008-09 season, France
had just one representative in the
Heineken Cup quarterfinals.

The chief reason for the turn-
around is that French teams once
famed for their flair have developed
a reputation for discipline and pun-
ishing defense.

France has always produced
players with the capacity to dazzle
on a rugby field, but that style was
rarely accompanied by steel. These
days, that’s changing. When London
Saracens played Clermont Auvergne
in a Heineken Cup game last Octo-
ber, for example, Clermont recorded
121 tackles to Saracens’ 50 as the
French team prevailed.

Indeed, there have been more
tries on offer in the Aviva Premier-
ship and the Magners League, with
an average of 3.61 and 3.72 per game
respectively, compared with 3.46
scored in the Top 14 so far this sea-
son. “The French teams have become
more English in their approach,”
said Serge Blanco, the former France
national team player and now presi-
dent of Biarritz. “The Top 14 clubs
now play a game that combines run-
ning rugby with disciplined defense.
They’ve learned to be streetwise.”

But for all their physical
strength, French clubs owe much of
their success to financial muscle.
Armed with a rich domestic televi-
sion deal and booming attendances,
the Top 14 teams operate on an en-
tirely different economic level to
their cross-channel counterparts.

France introduced a salary cap of
€8 million ($10.4 million) per club
this year, a figure which dwarfs the
wage ceiling of £4.2 million ($6.6

million) in the Premiership. In addi-
tion, salaries in French rugby have
risen tenfold in the past 15 years.
The average wage in the Top 14 is
now €132,000—almost 60% higher
than the Premiership average.

Combined with the strength of
the euro against the pound, that
purchasing power has made French
clubs hugely competitive in the in-
ternational transfer market. In the
past two years, superstars like Fran-
cois Steyn, Carl Hayman and Jonny
Wilkinson have all been recruited
from overseas clubs.

The influx of big-name players
has produced other advantages: In
France, the average crowd for Top
14 matches this season is 13,493, an
increase of 2.5% on last season. By
contrast, figures released by Pre-
mier Rugby this week show that
Magners League and Aviva Premier-
ship attendances are down 7% and
4% respectively compared with the
same stage last season.

“There are more people watching
and more interest in the newspa-
pers,” said Philipe Saint-André, the
Toulon coach. “It looks a little bit
like the English Premier League.”

French teams have also devel-
oped deeper reserves of talent.
While Leicester Tigers, the English
title-holder, named a squad of 33
players this season, clubs in the Top
14 can have as many as 45 players
at their disposal. Clermont, the
reigning Top 14 champion, included
30 international players in its nomi-
nated squad list of 38 for the cur-
rent campaign.

All of which helps to explain how
the French championship came to
replace England’s Premiership at the
pinnacle of club rugby: Since Pre-
miership clubs first participated in
the Heineken Cup in 1997, England
had always been represented in at
least one European final. Last year,
that sequence was broken during a
dismal campaign as England pro-

vided just one quarterfinalist—its
worst record in 13 years of conti-
nental competition.

Yet some people are starting to
wonder whether French rugby’s
reign is built to last. Salaries in
France have risen by roughly a third
since 2007 and Mark McCafferty,
the chief executive of England’s Pre-
mier Rugby, warns that the level of
spending is unsustainable.

“I don’t think it’s sustainable po-
sition, but it will take three, four
more years to work its way
through,” Mr. McCafferty said.

The spiralling cost of competing
has already claimed some casualties:
Montauban was thrown out of the
Top 14 last year and relegated to the
amateur leagues after failing to pro-
vide evidence that it could clear a
€1.7 million financial shortfall in its
season budget.

If heavy spending doesn’t tackle
French dominance in Europe, new
player quotas may. Starting this
year, Top 14 clubs will have to in-
crease the number of homegrown
players in their squads to 50%, ris-
ing to 70% next season in an effort
to safeguard the future of the na-
tional team. In addition, many
French clubs see the domestic
championship—which dates back to
1892—as more important than the
quest for European glory.

“For me, the Heineken Cup is not
the priority,” said Mourad Boudjel-
lal, the Toulon president, ahead of
his club’s game against Munster on
Sunday. “I am first a child of the
[Top 14] championship.”

But whatever the future holds
for the rugby teams in France, the
era of French superiority in Europe
shows no sign of coming to an end
just yet.

“The French teams are still the
ones to beat,” said Will Greenwood,
a former England player and now a
rugby analyst. “It’s almost impossi-
ble to pick anyone else.”

BY JONATHAN CLEGG

Biarritz’s Romain Terrain passes the ball during a French Top 14 rugby union match against Montpellier last month.
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EUROPE NEWS

Russia redirects arms talks
MOSCOW—Russia said further

cuts in nuclear weapons sought by
the U.S. can be achieved only as part
of a multinational accord limiting
other types of armaments, a position
that dims the Obama administra-
tion’s chances for swift progress to-
ward one of its biggest foreign pol-
icy goals.

Under the conditions spelled out
Thursday by Foreign Minister Sergei
Lavrov, a new round of talks aimed
at slashing Russia’s large arsenal of
short-range tactical nuclear weapons
must involve other nuclear powers
and focus as well on conventional
warheads and weapons in space.

The statement comes in the wake
of the two countries’ landmark
treaty to limit long-range strategic
warheads. U.S. officials have said
they expect talks with Russia on tac-
tical nuclear weapons to begin as
soon the New Strategic Arms Reduc-
tion Treaty, or New Start, goes into
force.

The treaty, a centerpiece of the
administration’s efforts to “reset”
relations with Russia, won U.S. Sen-
ate ratification on Dec. 23. Russian
lawmakers say they will follow suit
this month.

“Before talking about any further
steps in the sphere of nuclear disar-
mament,” Mr. Lavrov cautioned at a
news conference, “it’s necessary to
fulfill the New Start agreement.”
That process could take years, as the
former Cold War enemies shrink
their long-range nuclear warheads
to a limit of 1,550 each, down from
the current ceiling of 2,200.

“Then it will become clear what
further steps must be taken to
strengthen global security and stra-
tegic stability,” Mr. Lavrov said.

When those steps are consid-
ered, he added, other nuclear-armed
nations must take part and the
agenda must include weapons in
space, strategic missiles equipped
with conventional explosives and

other nonnuclear conventional
weapons. Russia opposes U.S. plans
for space-based weapons.

“Let’s imagine that everyone
abandons nuclear weapons, but that
in parallel nonnuclear strategic
weapons are developed…that may be
even more effective in military
terms,” Mr. Lavrov said. “What
then?”

Defense analysts in Moscow said
the remarks reflect Russia’s reluc-
tance to give up its strength—a large
stockpile of tactical nuclear weap-
ons—in the face of superior conven-
tional forces in the West and in
China and its own lag in developing
new weapons technologies.

Unlike the strategic warheads
covered by New Start, which are

meant to be used against cities, tac-
tical warheads are meant to be used
at short range against military units
on the battlefield.

Russia has a decided advantage
in tactical nuclear weapons, with
about 2,050, compared with 500 in
the active U.S. arsenal.

Russia needs this edge, Mr. Lav-
rov said Thursday, because “the bal-
ance of forces in Europe has been
seriously tilted” with the North At-
lantic Treaty Organization’s east-
ward expansion.

Mr. Lavrov coupled his reserva-
tions about new arms talks with
praise for the Obama administra-
tion’s reset. He said the warming
ties had brought a “noticeable im-
provement in the international situ-

ation” over the past year. “The most
important task in our contacts” with
Washington, he added, “is to main-
tain positive dynamics in our rela-
tions.”

Fyodor Lukyanov, editor of Rus-
sia in Global Affairs, an influential
journal, said Mr. Lavrov’s insistence
on delaying a new round of arms-re-
duction talks for years “should not
be taken literally.” But he said Rus-
sia is determined to broaden and re-
shape the agenda for those negotia-
tions.

“The issue of tactical nukes isn’t
just about the West,” he said. “Rus-
sia also needs to compensate for its
weakness in conventional forces vis
a vis China, in the event of a conflict
along that border.”

BY RICHARD BOUDREAUX

Russian Foreign Minister Sergei Lavrov discussed arms treaties during a news conference in Moscow on Thursday.
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Turkish bank warns of lending rise
ISTANBUL—Turkey’s central

bank warned that lending is grow-
ing too fast but denied the country’s
economy was overheating, as it re-
sponded to worries over the bank’s
low interest-rate policies.

Speaking to business delegates in
Istanbul, Durmus Yilmaz, governor
of the Central Bank of the Republic
of Turkey, said consumer-loan
growth needed to slow and indi-
cated the bank could further raise
banks’ reserve requirements to cool
the boom.

“The Turkish economy is not
overheating…but loan volume has
been increasing strongly due to the
robustness of the financial sector.
Thus, our problem is slowing down
the pace of lending,” said the gover-
nor, whose term ends April 18.

The central bank in December si-
multaneously raised reserve ratios
and cut the benchmark interest rate.
It said its goal was to stem lending
and the rising tide of speculative in-
vestment that is flowing into the
economy because of low interest
rates in the U.S., the U.K. and the
euro zone.

So far, however, it isn’t clear
whether the two-pronged policy is
working. Firm data on hot money

flows since the bank acted aren’t yet
available. Data released this week by
Turkey’s bank regulator BRSA
showed bank loans surged 34% in
2010.

Mr. Yilmaz and Economics Minis-
ter Ali Babacan in December called
49 banking chiefs to Ankara to urge
them to cap credit growth in 2011 at
25%. Market players are increas-
ingly nervous that the surge in lend-
ing is magnifying the economy’s key
structural weakness: a mushroom-
ing current-account deficit financed
by hot money that leaves the econ-
omy vulnerable to external shocks.

“The bank is clearly worried
about how credit growth is affecting
the current account and they’re
right to be. The pace of the widen-
ing is crazy and the market is fix-
ated on this weakness,” said Murat
Ucer, an Istanbul-based economist
at Global Source Partners, a re-
search consultancy.

The latest data from the Turkish
statistics agency show the current-
account deficit more than tripled in
November from a year ago to a hit a
record of $5.93 billion, or about 6%
of forecast gross domestic product,
as imports grew more than 10 times
as fast as exports. Ratings agencies
regularly cite the current-account
imbalance as the principal reason

for keeping Turkey’s rating below
investment grade, while the Interna-
tional Monetary Fund warned in No-
vember that the deficit leaves Tur-
key vulnerable if market sentiment
turns negative.

Mr. Yilmaz’s decision to lower
rates in December was seen as bold,
but highly risky. Turkey’s economy
expanded 8.9% in the nine months
to October, one of the fastest
growth rates of any of the Group of
20 nations. Expansion has been un-

derpinned by record low interest
rates, after the central bank lowered
its key rate 14 times from an Octo-
ber 2008 high of 16.75%.

So far, inflation has remained
under control. But lending, pro-
pelled by tightly regulated banks,
has outpaced the expectations of
even the most bullish analysts. The
recent numbers have heightened
concern among some analysts, de-
spite Turkey’s relatively low debt
burden. Turkish household debt, at
around 16% of GDP, is much lower
than the 30% figure in Eastern Eu-
rope, over 60% in the euro zone, and
80% in the U.S.

Government ministers here warn
with increasing regularity that the
economy’s exposure to hot money
could undermine recent gains.

Mr. Yilmaz on Thursday ap-
peared to warn the ruling AK Party
not to undermine fiscal stability
ahead of the national elections due
this summer. “There will be no
problem in the Turkish economy as
long as fiscal discipline is main-
tained....All authorities with capac-
ity to regulate, oversee and balance
should coordinate their actions,” he
said. Government ministers have
said they believe a current-account
deficit of 5% to 6% of GDP is “man-
ageable.”

BY JOE PARKINSON

Czechs give
asylum
toUkrainian
ex-minister

KIEV, Ukraine—A former Ukrai-
nian economy minister was granted
political asylum by the Czech Re-
public, a sign of increasing interna-
tional disquiet over the Ukrainian
government’s investigations of lead-
ing opposition figures.

Bohdan Danylyshyn, an ally of
former Prime Minister Yulia Ty-
moshenko, had been detained in
Prague, the Czech capital, in Octo-
ber on an international warrant is-
sued by Ukraine. He was accused of
abuse of office in connection with a
tender in which the state allegedly
lost $1.8 million, a charge he denies.

Instead of turning him over to
Ukrainian authorities, the Czech
government decided to let him re-
main in the country, a spokesman
for the Czech Interior Ministry said
Thursday. He didn’t elaborate.

The Ukrainian general prosecu-
tor’s office declined to comment,
saying it had received no official
word of the decision.

Supporters of Ms. Tymoshenko,
now an opposition leader, called the
Czech action a rebuke of Ukrainian
President Viktor Yanukovych’s ad-
ministration. “This decision sends a
powerful signal to the president to
stop the campaign against the oppo-
sition,” said Hryhoriy Nemyria, an
adviser to Ms. Tymoshenko.

U.S. and European Union officials
have recently raised concerns that
by investigating and detaining sev-
eral allies of Ms. Tymoshenko, the
authorities appeared to be selec-
tively targeting the opposition.

Ms. Tymoshenko was herself or-
dered to the general prosecutor’s of-
fice on Thursday to study details of
charges, filed in late December, that
she misspent $425 million of gov-
ernment funds allotted for environ-
mental spending. Yuriy Lutsenko,
her former interior minister, is in
detention on charges of abuse of of-
fice. Both deny the charges.

Ms. Tymoshenko says the deten-
tions and investigations are aimed
at jailing and discrediting Mr. Yanu-
kovych’s leading opponents.

The president’s administration
says it is clamping down on corrup-
tion in the previous government.

Since narrowly defeating Ms. Ty-
moshenko in a presidential runoff in
February 2010, Mr. Yanukovych has
moved quickly to cement his author-
ity and sideline his rival, ousting
her from government and appoint-
ing close allies to the posts of prime
minister, security-service chief and
head of the central bank.

Critics have accused Mr. Yanu-
kovych and his allies of intimidating
nongovernmental organizations, rig-
ging local elections and overseeing
a decline in press freedom, accusa-
tions his administration denies.

BY JAMES MARSON

Easy credit
Monthly increases in Turkish
bank lending

Source: BRSA, Turkey’s Banking Regulator
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U.S. and EU officials have
raised concerns that the
authorities, by investigating
several allies of the former
prime minister, appeared to
be targeting the opposition.
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Suitable venues for discreet meetings
Finding the right location for a bit of blue-sky thinking is far from impossible. You just need to know where to look

It’s one of those meetings
where senior executives need to
lock themselves away, shielded
from eavesdroppers and unwanted
distractions, until they have come
up with a workable plan. And you
are the lucky one. You’ve been
handed the task of finding a suit-
able, and discreet, venue for the
forthcoming brain-storming ses-
sion.

Or perhaps the organization is
looking for a slightly bigger con-
ference venue, somewhere with
not only the right business facili-
ties but enough good-standard ac-
commodation for all your senior
people, not to mention some de-
cent bars and restaurants nearby
for when work is done.

The office itself can be ruled
out. There would be too many dis-
tractions, not to mention too little
privacy. The same is true for some
of the better-known hotels. They
may be welcoming and luxurious
but there’s no guarantee that
walls don’t have ears. Charter a
yacht, perhaps? But then commu-
nications may be too difficult and,
in any case, it may send out the
wrong message. Nobody wants to
be accused of swanning off on a
cruise at a time of economic un-
certainty.

Finding the right location for a
bit of blue-sky thinking, not too
close to the office and not so far
away that it’s tricky to reach, can
seem a difficult task, but it’s far
from impossible if you know
where to look.

If you are based in the U.K., or
elsewhere in Europe for that mat-
ter, London could be a good start-
ing point. How about the aptly
named Chairman’s Quarter Suite
at 51, Buckingham Gate (www.51-
Buckinghamgate.com), close to
Victoria Station, with direct ac-
cess to the Gatwick Express for
anyone traveling in from overseas.

The high-security signature
suites, which can be accessed via
an off-street entrance, can be
linked up with a state-of-the-art
executive boardroom for up to 16
people. You even get the services
of a private butler and chefs if
you choose.

Or there’s the Metropolitan Ho-
tel on Old Park Lane (www.metro-
politan.como.bz). Even though the
hotel is undeniably well known
and a favorite of the beautiful
people, it is quite possible to hide
away for days in the “Met Space”
area, in its own wing on the third

floor, designed to suit roundtable
discussions, boardroom-style
meetings and lunches for up to 14
people.

It is interconnected to the
“Met Studio” to provide a private
break-out space for refreshments,
where privacy and discretion are
on offer. When you do feel like re-
appearing in public you can al-
ways pop down for dinner at the
hotel’s famous Michelin-starred
Japanese restaurant, Nobu.

If Manchester suits your orga-
nization better than London, the
Malmaison (www.malmaison.com)
near the city’s Piccadilly station
could fit the bill. Here you will
find a private dining room, ideal
for groups of up to 10 people. You
even get the free use of Internet-
enabled computers. And when
work is over you can enjoy the
buzz of the Brasserie and bar
right in the hotel.

If you and your colleagues pre-
fer to get away into the country-
side, however, there’s the Four
Seasons Hotel Hampshire
(www.fourseasons.com/hamp-
shire), where the style is that of a
Georgian manor house set in
beautiful gardens, yet only about
a 30-minute drive from Heathrow.

There are boardrooms for up
to 26 people and plenty of leisure
activities, including boating and
shooting if you feel like working
off your frustrations after a few
heavy business sessions.

There are also plenty of op-
tions elsewhere in Europe, of
course.

There’s the atmospheric Hotel
Adlon Kempinski, right by the
Brandenburg Gate in Berlin
(www.hotel-adlon.de), for exam-
ple, a firm favorite with world
leaders and business barons look-
ing for somewhere discreet and
private to do their planning and
plotting.

For complete privacy you could
choose one of the two presidential
suites on the third and fifth
floors, where all the usual super-
luxurious and high-tech features
that come as standard are comple-
mented by a number that don’t.
After all, how many hotels can
you think of where high-security
measures include 24-hour video
surveillance of the corridors,
steel-reinforced walls and eight-
centimeter-thick bullet-resistant
windows? That really would make
you feel safe.

Some may think Monaco is a
little too well-known on the world
stage to be the venue for a dis-

creet meeting, but how about the
state-of-the-art Monte Carlo Bay
Hotel & Resort (www.montecar-
loresort.com), which has its own
dedicated business center on the
first floor, where there’s a choice
of 10 meeting rooms for between
18 and 80 people?

A big bonus is that many pro-
vide you with a spectacular sea

view, sure to help with a bit of
clear thinking, and each comes
complete with its own dedicated
kitchen and bathrooms, so no one
need ever know you are there; un-
less, of course, you choose to tell
them.

And don’t let the fact that Mo-
naco has no airport of its own
cause you any concern. Your team

of highfliers can simply take a
plane to Nice airport and then a
helicopter transfer takes just
seven minutes—a rather stylish
way to go to work.

If Spain is convenient, you
could look to Barcelona and the
Ritz Carlton’s Hotel Arts (www.ho-
telartsbarcelona.com), a 44-story,
glass-and-steel hotel, one of the
tallest buildings in the country.
Right down by the Mediterranean,
security here is excellent, as are
the business facilities, and again
there’s the added advantage of a
spa, in this case the Six Senses
spa on the 42nd and 43rd floors,
with some of the most dramatic
views of both the city and the
coastline. And there are plenty of
nearby attractions for when you
finish your deliberations.

For somewhere really off the
beaten track, however, the Hotel
Kempinski Palace Portorož in Slo-
venia (www.kempinski-por-
toroz.com) is worth considering.
The palace-style hotel, a popular
rest-and recuperation center for
Austro-Hungarian officers during
the first half of the 19th century,
recently reopened after lying idle
for 20 years.

Having been renovated and ex-
tended with a modern wing, the
grand old building now has 185
rooms and suites, not to mention
an excellent restaurant, historic
ballroom, restored using the origi-
nal plans and pictures, conference
rooms and even a presidential
suite. The hotel is five minutes
from an airport that takes private
jets, and 40 minutes by road from
Trieste.

But if you really want to get
away from it all and the budget
will stretch to an exotic destina-
tion, you could always head for
The Oriental hotel in Bangkok
(www.mandarinoriental.com), still
one of the best hotels to be found
anywhere.

For total privacy opt for the
Authors’ Wing, a collection of
suites in the original hotel build-
ing and you will have what is vir-
tually an entire colonial-style ho-
tel to yourself. Mind you, there
are also plenty of fully equipped
meeting and conference rooms,
not to mention a state-of-the-art
business center, should you need
them.

And when work is done for the
day take one of the hotel’s private
boats across the river for dinner
at the terrace restaurant overlook-
ing the water. Board meetings
don’t get much better than this.

BY JEFF MILLS

Above: One of 10 meeting rooms at Monte Carlo Bay Hotel & Resort. Below:
the living room of a presidential suite at the Hotel Adlon Kempinski in Berlin.

Bigger business class for Korean Air; faster Bangkok rail-air links

Upstairs for business class: If
you fancy feeling part of an exclu-
sive club next time you fly to Asia
check out Korean Air, which
plans to use the entire upper deck
of its Airbus A380s for business-
class passengers flying between
Seoul and major European cities
including London, Frankfurt,
Madrid and Paris. A spokesman
for the airline, which expects to
start the service in the summer,
says the plan will allow business
flyers to feel as though they are
“traveling in their own private

jet.” The new planes will have 94
of the “Prestige Class” business
seats, as well as 12 first-class and
301 economy seats.

Fast track: There’s cause for
celebration if you have to travel
frequently between Bangkok’s in-
ternational airport and the often-
congested city. There are now two
fast train services linking the air-
port: a nonstop express service
from Makkasan terminal in
Bangkok’s downtown business dis-
trict, which takes 15 minutes; and
the City Line, which stops at eight
stations en route and takes 30
minutes. Passengers traveling with

Thai International and Bangkok
Airways are able to check-in their
baggage at Makkasan terminal up
to 13 hours before their flights are
due to depart. Other airlines are
expected to follow suit.

Lounging around in Helsinki:
If you are traveling with Finnair
through Helsinki-Vantaa airport,
look out for the airline’s refur-
bished Silver Wings Lounge, stra-
tegically located near gates 26
and 27, handy if you are connect-
ing between European flights and
those to and from the 10 cities in
Asia the airline will be serving in
the summer.

New route to China: It will be
possible to fly direct from Amster-
dam to the Chinese city of Xiamen
when Dutch airline KLM starts
three-times-a-week services on
March 27. Xiamen is undergoing
rapid growth and attracting a
number of international corpora-
tions.

Top London hotel to reopen:
The Four Seasons London on Park
Lane, originally due to reopen late
last year, is now expected to be
ready for business at the end of
January. The 192-room hotel, con-
veniently located for London’s
Mayfair area, a favorite with

hedge funds, has undergone a ma-
jor refurbishment program, which
includes the addition of an all-
glass top floor, housing a state-of-
the-art spa.

New Europe-Bahrain link:
There’s good news if business
takes you between either Milan or
Geneva and Bahrain. Gulf Air is
starting flights from March using
Boeing 737-700 planes leased from
Swiss aviation group Privatair.
The Bahrain-Milan flights will be
on Mondays, Wednesdays, Fridays
and Sundays; flights to and from
Geneva will be on Tuesdays,
Thursdays and Saturdays.

BY JEFF MILLS
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Obama calls for civility after shooting
TUCSON, Ariz.—President Barack

Obama called on Americans to resist
the temptation to assign blame for a
shooting rampage here that may
never fully be explained and to
emerge from the tragedy a more
thoughtful, civil nation.

Concluding a memorial service
for Saturday’s victims, Mr. Obama
urged: “Rather than pointing fingers
or assigning blame, let us use this
occasion to expand our moral imagi-
nations, to listen to each other more
carefully, to sharpen our instincts
for empathy.”

The president spoke at the McK-
ale Memorial Center at the Univer-
sity of Arizona four days after a
gunman left six dead and 14
wounded, including Rep. Gabrielle
Giffords (D., Ariz.), who authorities
said was the target of the attack.
The suspected shooter, 22-year-old
Jared Lee Loughner, is being held in
federal custody without bail.

The president chose to dwell on
the heroes, and the victims of the
violence—especially 9-year-old
Christina Taylor Green—as he urged
the nation to rise above ugly politi-
cal debates and to “guard against
simple explanations’’ for the shoot-
ings.

“I want us to live up to her ex-
pectations,’’ he said of Christina. “I
want our democracy to be as good
as she imagined it.

“If this tragedy prompts reflec-
tion and debate, as it should, let’s
make sure it’s worthy of those we
have lost,” he said. “Let’s make sure
it’s not on the usual plane of politics
and point scoring and pettiness that
drifts away with the next news cy-
cle.”

Before the address, the president

and first lady Michelle Obama vis-
ited surviving victims of the shoot-
ings in a local hospital, including
Ms. Giffords.

In a highlight of the speech, Mr.
Obama described seeing Ms. Gif-
fords in her intensive care unit
room, and reported to boisterous
applause: “She opened her eyes for
the first time.”

Astronaut Mark Kelly, Ms. Gif-
ford’s husband, attended the speech.

The president’s emotionally
charged address capped days of de-
bate about whether the U.S.’s heated
political rhetoric played a role in in-
citing the violence. Mr. Obama ad-
dressed the point, saying incivility
didn’t cause the tragedy of Tucson.
But, he added that “only a more civil
and honest public discourse can

help us face up to our challenges as
a nation.”

“At a time when we are far too
eager to lay the blame for all that
ails the world at the feet of those
who think differently than we do,’’
the president said, “it’s important
for us to pause for a moment and
make sure that we are talking with
each other in a way that heals, not
a way that wounds.”

The nationally televised speech,
delivered to more than 14,000 in the
university arena and almost as
many in an overflow area, was an
opportunity for the president to
connect with a hurting nation.

“For President Obama, the public
has been trying to evaluate if he re-
lates to the average person,’’ said
Democratic pollster Peter D. Hart.

“There are a limited number of
times when the public opens a win-
dow and is willing to listen. Times
of tragedy are one of those times.”

He pointed to President Bill Clin-
ton’s address after the Oklahoma
City bombing in 1995, which helped
restore his standing with the public
a few months after a brutal election,
and to President Ronald Reagan’s
remarks in 1986 after the space
shuttle Challenger exploded.

As Mr. Obama identified people
in the audience who had helped stop
the gunman, the crowd gave each an
extended cheer. They also gave a
long ovation to Daniel Hernandez,
an intern in Ms. Giffords’s office
who is credited with tending to the
congresswoman’s wounds and keep-
ing her alive.

Mr. Hernandez, in his own re-
marks to the audience before Mr.
Obama’s speech, said the incident
had united Arizona and the nation.
He also said the spotlight belonged
to others who played a role in re-
sponding to the shooting.

“Although I appreciate the senti-
ment, I must humbly reject the use
of the word ‘hero,’ because I am not
one,’’ Mr. Hernandez said. The “real
heroes,’’ he said, included Ms. Gif-
fords, the officials who responded to
the emergency call and the doctors
providing care to the
wounded—“people who have dedi-
cated their life to public service.”

Also on Wednesday, Ms. Gif-
fords’s colleagues in the U.S. House
of Representatives held an extensive
session of floor remarks honoring
her and other shooting victims, in-
cluding a member of Ms Giffords’s
staff who was killed.

Students and community mem-
bers gathered for Wednesday night’s
memorial service appeared hungry
for Mr. Obama’s words. Roy Layne,
30, a Republican, said he was
“proud” of the president for coming.
“I think it’s the right thing to do,”
said Mr. Layne, a waiter at Red Lob-
ster. “The city is hurting.”

It was a 9-year-old child that
formed the emotional heart of the
president’s appeal. Christina Green,
born on Sept. 11, 2001, had been fea-
tured in a book on babies born that
day. In that book, “Faces of Hope,”
she said, “I hope you jump in rain
puddles.”

“If there are rain puddles in
heaven, Christina is jumping in
them today,” Mr. Obama concluded.
“And here on Earth, we place our
hands over our hearts, and commit
ourselves as Americans to forging a
country that is forever worthy of
her gentle, happy spirit.”

—Michael Rothfeld
contributed to this report.

By Laura Meckler ,
Jonathan Weisman
and Andrew Morse

President Barack Obama embraced Mark Kelly, husband of shooting victim Rep. Gabrielle Giffords, at Wednesday’s
memorial service in Tucson. Daniel Hernandez, at left, is an intern who helped Ms. Giffords after the shooting.
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Ex-girlfriend recalls Loughner as ‘normal’
TUCSON, Ariz.—He was the shy,

sweet boy who once bought her a
box of Belgian chocolates, loved the
Beatles and practiced clarinet with
her in his parents’ living room. And
when 15-year-old Kelsey Hawkes
asked him to be her boyfriend,
Jared Loughner’s face lit up with
happiness and surprise. “I was going
to ask you!” he exclaimed.

That was six years ago, before
Mr. Loughner allegedly shot and
killed six people Saturday and
wounded 14 more, including U.S.
Rep. Gabrielle Giffords. A funeral
was planned Thursday in Tucson for
the youngest victim, 9-year-old
Christina Green.

Also Thursday, doctors said Ms.
Giffords was making steady im-
provement, able to move her arms
and legs and respond to simple
commands. In remarks at a speech
in Tucson Wednesday night, Presi-
dent Barack Obama said Ms. Gif-
fords had opened her eyes in the
hospital. Five other gunshot victims
are recovering at the University of
Arizona Medical Center.

Ms. Hawkes, now a 21-year-old
student at the University of Arizona
in Tucson, spoke about her memo-
ries of her first boyfriend.

College classmates and instruc-
tors feared the young man and have
described behavior that worried
them. And some neighbors of the
Loughners have described a reclu-

sive family, with occasional out-
bursts from Mr. Loughner’s father.

“That’s not the person I knew,
and there were no signs he would
become this person,” said Ms.
Hawkes, a petite young woman with
large bluish-green eyes and straight
blond hair. She said she couldn’t be-
lieve it when her sister called to tell
her that the boy she dated for 10
months in high school was the sus-
pected shooter in Saturday’s attack.

“I was in shock. He was com-
pletely normal,” she said. “I
wouldn’t have dated him if there
was anything wrong.”

Ms. Hawkes’s account sheds new
light on the earlier life of Mr.
Loughner and his parents—an ap-
parently peaceful and happy time in
the family before Mr. Loughner al-
legedly experimented with drugs
and alcohol and exhibited the darker
forces of his own mind.

The teens met at a fall football
game at Mountain View High
School, a sprawling campus of
nearly 2,000 students on the north-
ern edge of Tucson. Ms. Hawkes and
Mr. Loughner weren’t really there
for the game. They were there to
see friends.

A mutual friend introduced the
pair, and they hit it off that night.

Both liked classic rock, both
played the saxophone and both lived
in the same neighborhood and even
waited at the same school-bus stop.

The tall, skinny sophomore with
scruffy blond hair was shy, like her.

“I liked his personality,” Ms.
Hawkes said. “He was nice, atten-
tive. He was never rude. He had no
interest in drugs or alcohol. He was
respectful. He would give me com-
pliments and never ignore me.”

A few weeks after they met, Ms.
Hawkes, a freshman, asked him to
be her boyfriend. He immediately
said yes. “We always joked about
how I’d asked him first,” she said.
He was her first “real” boyfriend,

and she was his first girlfriend.
Soon, the two spent hours a day

together, lounging in the school’s
outdoor plaza for lunch and spend-
ing time at each other’s houses do-
ing homework or playing instru-
ments. When Mr. Loughner started
playing the clarinet, Ms. Hawkes
said, “Hey, I want to learn too.” Mr.
Loughner taught her.

Ms. Hawkes’s parents met Mr.
Loughner’s parents, and the adults
all liked each other.

Mr. Loughner’s father was quiet,
Ms. Hawkes said, but not distant. He
spent most of his time restoring old
cars, she said. “His dad was always
there,” she said. “He’d get these old
cars and fix them up really nice.”

Mr. Loughner’s mother worked
and would offer the pair snacks and
check in on them when she got
home, Ms. Hawkes said. “She didn’t
hover. I guess she did the normal
amount of checking,” Ms. Hawkes
said.

If Mr. Loughner had complaints
about his parents, she never heard
them. “He admired his mom,” she
said. “She was really sweet and
thoughtful.”

The Loughner house was neat
and comfortable, with framed family
pictures all around, she recalled.

Mr. Loughner became more open
and extroverted around Ms. Hawkes.
They went to the movies at the Foot
Hills Mall and played Super Mario

Brothers at his house. Mr. Loughner
was into videogames, she said, “but
not the kind of person who would
sit there and play all day.”

If anything, he liked his music
more. Instruments cluttered his
room, and the two planned to take
band class together the following
year.

But Ms. Hawkes was beginning
to feel restless over the summer.
There was no big fight, no change in
Mr. Loughner’s personality. The re-
lationship began to fade, at least for
Ms. Hawkes.

“I just wanted to be single,” she
said. Just before school started, she
worked up the courage to tell Mr.
Loughner she wanted to break up.

“He was surprised and sad,” she
said. He asked her why.

After that, Mr. Loughner and Ms.
Hawkes broke off communication.
They met silently at the bus stop in
the morning and sat on opposite
sides of the room in band class.

“I knew he was really sad, but he
mostly kept it to himself,” she said.

After that, Ms. Hawkes mostly
lost track of Mr. Loughner. “I ha-
ven’t seen or spoken to him in over
five years,” she said. “I just had no
way of knowing he would ever do
anything like this.”

The last thing she heard about
him was through mutual friends.
“I’d heard he was drinking and that
he wasn’t doing so well,” she said.

THE ARIZONA SHOOTINGS

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

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

Corn (cents/bu.) CBOT 645.00 14.00 2.22% 649.50 356.75
Soybeans (cents/bu.) CBOT 1422.00 7.00 0.49 1,432.50 871.50
Wheat (cents/bu.) CBOT 783.50 13.00 1.69 864.25 504.75
Live cattle (cents/lb.) CME 114.300 -0.275 -0.24% 114.900 89.975
Cocoa ($/ton) ICE-US 2,952 -7 -0.24 3,477 2,410
Coffee (cents/lb.) ICE-US 237.50 -3.10 -1.29 244.50 131.40
Sugar (cents/lb.) ICE-US 32.06 0.04 0.12 34.77 11.90
Cotton (cents/lb.) ICE-US 144.06 -3.91 -2.64 159.12 61.89
Crude palm oil (ringgit/ton) MDEX 3,694.00 44 1.21 3,905 1,970
Cocoa (pounds/ton) LIFFE 1,964 -16 -0.81 2,322 1,610
Robusta coffee ($/ton) LIFFE 2,137 -30 -1.38 2,185 1,374

Copper (cents/lb.) COMEX 437.70 -3.45 -0.78 449.80 230.00
Gold ($/troy oz.) COMEX 1387.00 1.20 0.09 1,432.50 897.30
Silver (cents/troy oz.) COMEX 2926.30 -28.20 -0.95 3,127.50 1,475.00
Aluminum ($/ton) LME 2,496.50 1.00 0.04 2,502.00 1,857.00
Tin ($/ton) LME 26,950.00 175.00 0.65 27,325.00 14,975.00
Copper ($/ton) LME 9,619.00 2.00 0.02 9,714.50 6,120.00
Lead ($/ton) LME 2,672.00 34.00 1.29 2,676.00 1,580.00
Zinc ($/ton) LME 2,458.00 14.00 0.57 2,584.00 1,617.00
Nickel ($/ton) LME 25,725 605 2.41 27,590 17,100

Crude oil ($/bbl.) NYMEX 92.30 -0.57 -0.61 96.00 58.00
Heating oil ($/gal.) NYMEX 2.6091 -0.0095 -0.36 2.6343 1.5800
RBOB gasoline ($/gal.) NYMEX 2.4615 -0.0157 -0.63 2.4973 1.8600
Natural gas ($/mmBtu) NYMEX 4.419 -0.107 -2.36 11.610 3.854
Brent crude ($/bbl.) ICE-EU 97.29 -0.28 -0.29 133.62 58.00
Gas oil ($/ton) ICE-EU 810.50 -1.00 -0.12 813.50 625.25

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

Currencies London close on Jan. 13
Per In

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

Argentina peso-a 5.3000 0.1887 3.9738 0.2517
Brazil real 2.2267 0.4491 1.6695 0.5990
Canada dollar 1.3186 0.7584 0.9887 1.0115

1-mo. forward 1.3194 0.7579 0.9893 1.0108
3-mos. forward 1.3213 0.7568 0.9907 1.0094
6-mos. forward 1.3249 0.7548 0.9933 1.0067

Chile peso 653.34 0.001531 489.85 0.002041
Colombia peso 2491.44 0.0004014 1868.00 0.0005353
Ecuador US dollar-f 1.3337 0.7498 1 1
Mexico peso-a 16.1616 0.0619 12.1174 0.0825
Peru sol 3.7174 0.2690 2.7872 0.3588
Uruguay peso-e 26.608 0.0376 19.950 0.0501
U.S. dollar 1.3337 0.7498 1 1
Venezuela bolivar 5.73 0.174581 4.29 0.232848

ASIA-PACIFIC
Australia dollar 1.3367 0.7481 1.0022 0.9978
China yuan 8.8116 0.1135 6.6067 0.1514
Hong Kong dollar 10.3684 0.0964 7.7739 0.1286
India rupee 60.2388 0.0166 45.1650 0.0221
Indonesia rupiah 12070 0.0000828 9050 0.0001105
Japan yen 110.49 0.009051 82.84 0.012071

1-mo. forward 110.46 0.009053 82.82 0.012074
3-mos. forward 110.39 0.009059 82.77 0.012082
6-mos. forward 110.26 0.009069 82.67 0.012096

Malaysia ringgit-c 4.0726 0.2455 3.0535 0.3275
New Zealand dollar 1.7361 0.5760 1.3017 0.7683
Pakistan rupee 114.302 0.0087 85.700 0.0117
Philippines peso 58.852 0.0170 44.125 0.0227
Singapore dollar 1.7155 0.5829 1.2862 0.7775
South Korea won 1485.20 0.0006733 1113.55 0.0008980
Taiwan dollar 38.649 0.02587 28.978 0.03451
Thailand baht 40.546 0.02466 30.400 0.03289

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

Euro zone euro 1 1 0.7498 1.3338
1-mo. forward 1.0002 0.9998 0.7499 1.3335
3-mos. forward 1.0006 0.9994 0.7502 1.3329
6-mos. forward 1.0016 0.9984 0.7510 1.3316

Czech Rep. koruna-b 24.421 0.0409 18.310 0.0546
Denmark krone 7.4518 0.1342 5.5871 0.1790
Hungary forint 275.27 0.003633 206.39 0.004845
Norway krone 7.8158 0.1279 5.8600 0.1706
Poland zloty 3.8763 0.2580 2.9064 0.3441
Russia ruble-d 39.974 0.02502 29.972 0.03337
Sweden krona 8.9415 0.1118 6.7041 0.1492
Switzerland franc 1.2868 0.7771 0.9648 1.0365

1-mo. forward 1.2865 0.7773 0.9645 1.0368
3-mos. forward 1.2857 0.7778 0.9640 1.0374
6-mos. forward 1.2844 0.7786 0.9630 1.0385

Turkey lira 2.0649 0.4843 1.5482 0.6459
U.K. pound 0.8412 1.1888 0.6307 1.5856

1-mo. forward 0.8414 1.1885 0.6308 1.5852
3-mos. forward 0.8418 1.1879 0.6312 1.5843
6-mos. forward 0.8429 1.1863 0.6320 1.5823

MIDDLE EAST/AFRICA
Bahrain dinar 0.5028 1.9888 0.3770 2.6526
Egypt pound-a 7.7343 0.1293 5.7990 0.1724
Israel shekel 4.7455 0.2107 3.5580 0.2811
Jordan dinar 0.9453 1.0579 0.7088 1.4109
Kuwait dinar 0.3749 2.6676 0.2811 3.5580
Lebanon pound 2001.29 0.0004997 1500.50 0.0006665
Saudi Arabia riyal 5.0018 0.1999 3.7502 0.2667
South Africa rand 9.1005 0.1099 6.8233 0.1466
United Arab dirham 4.8988 0.2041 3.6730 0.2723

SDR -f 0.8678 1.1523 0.6506 1.5369

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

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

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

23 EUROPE Stoxx Europe 600 284.04 -1.75 -0.61% 3.0% 9.7%

14 Stoxx Europe 50 2683.86 -9.97 -0.37 3.8 2.4

27 Euro Zone Euro Stoxx 284.21 1.62 0.57% 3.6 1.7

14 Euro Stoxx 50 2915.62 36.51 1.27 4.4 -2.5

15 Austria ATX 2886.75 -22.46 -0.77 -0.6 6.8

10 Belgium Bel-20 2632.68 6.28 0.24 2.1 2.4

12 Czech Republic PX 1247.0 2.8 0.23 1.8 4.0

23 Denmark OMX Copenhagen 431.30 -7.12 -1.62 1.0 27.5

15 Finland OMX Helsinki 7852.53 -45.42 -0.58 2.5 18.6

13 France CAC-40 3974.83 29.76 0.75 4.5 -1.0

14 Germany DAX 7075.11 6.33 0.09 2.3 18.1

... Hungary BUX 22389.56 -94.09 -0.42 5.0 -2.6

12 Ireland ISEQ 2902.42 -31.81 -1.08 0.6 -6.7

12 Italy FTSE MIB 21308.13 191.74 0.91 5.6 -10.5

10 Netherlands AEX 360.79 -1.62 -0.45 1.8 5.9

11 Norway All-Shares 490.96 -2.39 -0.48 0.9 14.0

17 Poland WIG 47447.03 101.73 0.21 -0.1 15.5

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

5 Portugal PSI 20 7682.02 28.06 0.37 1.2 -11.7

... Russia RTSI 1878.14 9.20 0.49% 6.1 20.2

9 Spain IBEX 35 10370.8 269.6 2.67 5.2 -13.6

15 Sweden OMX Stockholm 374.99 -0.53 -0.14% 1.8 21.0

14 Switzerland SMI 6562.47 -51.28 -0.78 2.0 -1.0

... Turkey ISE National 100 68575.47 651.56 0.96 3.9 25.3

13 U.K. FTSE 100 6023.88 -26.84 -0.44 2.1 9.6

17 ASIA-PACIFIC DJ Asia-Pacific 144.26 1.28 0.90 1.2 11.7

... Australia SPX/ASX 200 4795.24 71.03 1.50 1.1 -2.1

... China CBN 600 26601.14 -5.73 -0.02 -0.4 -7.1

15 Hong Kong Hang Seng 24238.98 113.37 0.47 5.2 11.6

19 India Sensex 19182.82 -351.28 -1.80 -6.5 9.1

... Japan Nikkei Stock Average 10589.76 76.96 0.73 3.5 -2.9

... Singapore Straits Times 3255.87 10.93 0.34 2.1 11.9

11 South Korea Kospi 2089.48 -5.47 -0.26 1.9 23.9

18 AMERICAS DJ Americas 347.59 -0.39 -0.11 2.0 13.9

... Brazil Bovespa 70840.33 -792.57 -1.11 2.2 1.4

17 Mexico IPC 38003.60 40.29 0.11 -1.4 16.4

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

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

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

Australia 1.0022 1.5890 1.0388 0.1495 0.0334 0.1710 0.0121 0.2817 1.3367 0.1794 1.0137 ...

Canada 0.9887 1.5676 1.0247 0.1475 0.0330 0.1687 0.0119 0.2779 1.3186 0.1770 ... 0.9865

Denmark 5.5871 8.8586 5.7909 0.8334 0.1864 0.9534 0.0674 1.5703 7.4518 ... 5.6512 5.5748

Euro 0.7498 1.1888 0.7771 0.1118 0.0250 0.1279 0.0091 0.2107 ... 0.1342 0.7584 0.7481

Israel 3.5580 5.6414 3.6878 0.5307 0.1187 0.6072 0.0430 ... 4.7455 0.6368 3.5988 3.5502

Japan 82.8400 131.3470 85.8624 12.3567 2.7640 14.1365 ... 23.2827 110.4878 14.8270 83.7910 82.6578

Norway 5.8600 9.2913 6.0738 0.8741 0.1955 ... 0.0707 1.6470 7.8158 1.0488 5.9273 5.8471

Russia 29.9715 47.5213 31.0650 4.4707 ... 5.1146 0.3618 8.4237 39.9745 5.3644 30.3156 29.9056

Sweden 6.7041 10.6296 6.9486 ... 0.2237 1.1440 0.0809 1.8842 8.9415 1.1999 6.7810 6.6893

Switzerland 0.9648 1.5297 ... 0.1439 0.0322 0.1646 0.0116 0.2712 1.2868 0.1727 0.9759 0.9627

U.K. 0.6307 ... 0.6537 0.0941 0.0210 0.1076 0.0076 0.1773 0.8412 0.1129 0.6379 0.6293

U.S. ... 1.5856 1.0365 0.1492 0.0334 0.1706 0.0121 0.2811 1.3337 0.1790 1.0115 0.9978

Source: Thomson Reuters via WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of January 13, 2011

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.30% 15 ALL COUNTRY (AC) WORLD* 335.19 -1.31% 1.4% 11.9%

2.40 16 World (Developed Markets) 1,298.46 -1.25 1.4 11.1

2.20 16 World ex-EMU 156.39 -0.94 1.6 14.4

2.30 16 World ex-UK 1,296.33 -1.23 1.3 11.4

2.90 15 EAFE 1,668.49 -1.69 0.6 5.5

2.10 14 Emerging Markets (EM) 1,163.07 -1.71 1.0 17.5

3.10 14 EUROPE 98.88 1.35 3.7 12.0

3.50 13 EMU 168.46 -3.29 0.3 -6.7

3.20 13 Europe ex-UK 105.13 1.81 2.7 8.8

4.20 11 Europe Value 104.27 1.99 4.3 4.9

2.10 19 Europe Growth 90.71 0.75 3.1 19.1

2.00 25 Europe Small Cap 205.69 0.72 2.7 30.9

1.90 9 EM Europe 363.31 2.43 6.5 30.4

3.00 17 UK 1,789.79 0.63 2.6 11.3

2.50 16 Nordic Countries 184.54 0.55 3.4 35.4

1.50 8 Russia 920.85 2.93 4.5 23.4

2.20 18 South Africa 830.32 0.63 -0.0 17.4

2.60 16 AC ASIA PACIFIC EX-JAPAN 479.94 -1.10 0.2 15.2

2.00 16 Japan 580.62 0.35 3.4 2.1

2.20 14 China 68.94 1.43 3.7 6.4

0.90 22 India 774.11 2.01 -4.6 9.5

1.10 12 Korea 598.73 0.44 2.0 24.5

3.20 16 Taiwan 319.78 0.45 0.2 8.1

1.70 17 US BROAD MARKET 1,456.73 -0.86 2.3 17.8

1.20 31 US Small Cap 2,160.83 -0.81 2.5 29.3

2.30 15 EM LATIN AMERICA 4,660.28 -2.14 1.0 13.2

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

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

Dow Jones Indexes
Price-to-

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

2.07% 17 Global TSM 2657.17 0.51% 10.8%

1.88 15 Global Dow 1513.40 -1.36% 14.0% 2143.19 0.70 5.0

2.17 15 Global Titans 50 182.00 -1.71 10.6 181.26 0.34 1.9

2.53 16 Europe TSM 2811.63 1.45 2.0

2.10 18 Developed Markets TSM 2569.43 0.58 10.3

2.03 12 Emerging Markets TSM 4806.96 -0.08 15.3

2.62 20 Africa 50 1008.60 -1.27 30.5 853.60 0.80 20.2

2.53 13 BRIC 50 521.20 -2.50 18.8 662.58 -0.46 9.5

2.72 18 GCC 40 642.30 -2.34 35.0 543.59 -0.29 24.4

1.72 20 U.S. TSM 13426.66 -0.06 14.4

2.74 30 Kuwait Titans 30 -c 231.83 -0.81 24.1

1.21 RusIndex Titans 10 -c 4294.40 -2.47 29.8 7113.32 -1.14 21.8

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

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

1.85% 11 Turkey Titans 20 -c 685.20 0.00% 28.6% 812.29 1.05% 25.6%

5.43 13 Global Select Div -d 191.20 -0.42 14.7 218.19 1.66 5.7

6.26 11 Asia/Pacific Select Div -d 297.71 1.28 8.2

4.03 14 U.S. Select Dividend -d 358.66 -0.29 11.1

1.48 20 Islamic Market 2261.99 0.22 10.8

1.82 15 Islamic Market 100 2003.90 -1.78 13.6 2286.77 0.27 4.7

2.80 13 Islamic Turkey -c 1857.50 -0.57 21.7 3780.32 0.48 18.8

2.36 15 Sustainability 952.10 -1.15 11.4 1071.94 0.91 2.7

3.23 21 Brookfield Infrastructure 1786.30 -1.78 19.6 2270.88 0.27 10.2

0.96 22 Luxury 1325.10 -1.84 47.1 1498.03 0.21 35.5

2.67 21 UAE Select Index 248.17 0.14 -6.3

DJ-UBS Commodity 167.80 -2.09 26.5 162.54 -0.04 16.5

*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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Economists more upbeat about the pace of recovery

U.S. trade gap narrows,
but jobless woes persist

The U.S. trade deficit narrowed
slightly in November as exports
grew faster than imports, although
the balance with China—a hot-but-
ton political issue—worsened.

America’s trade gap declined
0.3% to $38.3 billion, compared with
October, the Commerce Department
said Thursday, fueled in part by in-
creases in U.S. sales of planes and
food overseas.

The narrower deficit is likely to
prompt economists, who have al-
ready become more upbeat about
U.S. growth, to again boost esti-
mates for the fourth quarter. A nar-
rowing deficit means the U.S. is pro-
ducing more, both to fill export
orders as well as meet domestic de-
mand.

U.S. exports to China hit an all-
time high of $9.5 billion in Novem-
ber, an increase of 1.9% from the
month before. But the growth in ex-
ports doesn’t begin to match U.S.
imports from China, which rose
0.9% to $35.12 billion. This pushed
the overall U.S. deficit with China
up 0.5% to $25.63 billion.

Trade tensions between the two

countries have grown in recent
months and will likely be a major
topic at next week’s meeting of U.S.
and Chinese leaders in Washington.

U.S. exports and imports both
gained modestly in November, with
exports increasing 0.8% to $159.6
billion. Imports rose 0.6% to $198
billion in the same time frame.

A separate report Thursday re-
flected the job market’s fitful recov-
ery: New claims for jobless benefits
jumped last week, the Labor Depart-
ment said, rising by 35,000 to
445,000. The four-week average for
jobless claims, designed to smooth
out volatility in the data, also in-
creased, by 5,500 to 416,500.

The Labor Department said that
the recent holidays could have led
to some distortion in the data, and
analysts predicted the labor market
would continue to improve this year
as the private sector creates more
jobs.

“There’s a lot of noise in these
numbers,” said Michelle Girard, an
RBS Securities Inc. analyst. “The
labor market does appear to be
strengthening.”

Continuing claims for jobless
benefits—those drawn by workers

for more than a week—dropped by
248,000 to 3.9 million in the week
ended Jan. 1. That is partly an effect
of jobless Americans exhausting
their unemployment benefits.

Slow economic growth and high
unemployment have kept a lid on in-
flation during the downturn and
lackluster recovery. But price pres-
sures have begun to build in the
production pipeline.

The producer price index in-
creased a seasonally adjusted 1.1% in
December, the Labor Department
said Thursday. It is the sixth consec-
utive month that producer prices
have risen. In the past year, prices
increased 4%.

Food and gas prices continued to
climb. The December increase in
producer prices was largely driven
by a 3.7% jump in costs for energy
goods.

Food prices also rose 0.8% in De-
cember. Over the past 12 months,
food and energy prices increased
3.5% and 11.9%, respectively.

Price pressures were modest in
other goods, though. Excluding food
and energy, prices rose just 0.2%
last month and were up a slight 1.3%
for the year.

BY SARA MURRAY

U.S. economic data showed a still-weak employment market. Above, job-seekers at a center in Tualatin, Ore., this month.

U.S. NEWS

After the pasting the
Democrats took in the November
midterm election, the
conventional wisdom was that
President Barack Obama could be
next: The Republican
congressional landslide was an
indication of how much trouble he
might have getting re-elected.

Maybe yes, maybe no.
In fact, a look at where Mr.

Obama and his recent
predecessors stood with the
American people at the halfway
marks of their first terms makes
crystal clear the lack of a
correlation between their polling
numbers then and whether they
won a second term.

What happens in the last two
years of a presidency matters
much more than the first two.

For instance, Mr. Obama’s 48%
approval rating during the first
week of January in the third year
of his presidency is much better
than Ronald Reagan’s 37%
approval rating during the first
week of January in 1983.

In 22 months, however, Mr.
Reagan went from the political
basement in the eyes of America
to the largest landslide victory in
presidential history; he carried all
but one state, Minnesota, the
home of his opponent Walter
Mondale, in the 1984 election.

Mr. Obama’s 48% approval
rating puts him at about the same
level in voters’ eyes as Bill Clinton
was in 1995 after he also suffered
a severe midterm rebuke from the
voters. In 1994, the Democrats
lost control of the U.S. House and
Senate—yet Mr. Clinton also
comfortably won re-election two
years later.

On the other hand, Mr. Obama
is not in nearly as strong with the
American people at this point as
were George H.W. Bush (58%) or
George W. Bush (63%). The former
lost his bid for a second term. The
latter won a narrow re-election.

And then there is Jimmy
Carter. His 50% job approval
rating in early 1979 is slightly
better than Mr. Obama’s is today.

All these polling numbers
about the standing of past
presidents come from the Gallup

Poll’s library while the numbers
on Mr. Obama’s standing comes
from a Quinnipiac Poll released
Thursday. While it is often tricky
to compare different polls because
of variations in the question or
methodology, the numbers tell an
interesting story.

Taken together the job-
approval numbers from past
presidents illustrate just how
much the events of the second
half of a president’s term are what
really matter.

Both Mr. Clinton and Mr.
Reagan were easily re-elected, in
large part, because of substantial
improvements in the economy
during the last two years of their
first terms. Given the state of the
economy during Mr. Obama’s first
term, it’s a good bet he, too, will
see an uptick, although most
economists don’t see the kind of
robust recoveries that helped Mr.
Clinton and Mr. Reagan.

George H. W. Bush and Mr.
Carter probably lost because the
economy turned south during the
last two years of each man’s
tenure—although it would be
wrong not to acknowledge that
the Iranian hostage crisis was also
partly responsible for Mr. Carter’s
defeat. It is certainly possible the
course of the war in Afghanistan
will play a role in whether Mr.
Obama is a two-termer.

At Mr. Obama’s halfway mark,
the new national Quinnipiac poll
out Thursday tells us just how
evenly split the American people
are about the president and his
first two years in office. They like
him personally, but not
necessarily his policies.

The Quinnipiac University
survey found that 43% of voters
said they liked Mr. Obama as a
person and his policies and 2%
didn’t like him personally, but
liked his policies.

Conversely, 29% liked him, but
not his policies, and 17% don’t like
him or his policies.

But perhaps most importantly,
the American people are split
down the middle—47%-45%—on
whether they think the first half
of Mr. Obama’s term has been a
success or a failure.

—Peter A. Brown, assistant
director of the Quinnipiac

University Polling Institute, is a
former White House

correspondent.

[ Analysis ]

BY PETER BROWN

At Obama’s halfway point,
economy key to 2012 push

Associated Press

Economists surveyed by The
Wall Street Journal are increasingly
optimistic about the pace of the re-
covery, predicting the U.S. will grow
at better than a 3.2% annual rate in
each quarter this year.

“The U.S. economy appears to
have successfully navigated the ad-
justment from a recovery driven
primarily from economic stimulus
and inventory rebuilding to one
driven by private domestic demand
and rising exports,” said economists
at Wells Fargo & Co. “Three percent
growth looks pretty good, particu-
larly with housing stuck in low
gear.”

Economists have steadily grown
more upbeat about growth in recent

months and boosted their estimates
for the fourth quarter of 2010 in
this survey. On average, respondents
now estimate the U.S. grew 3.3% at
a seasonally adjusted annual rate in
the fourth quarter—up from an esti-
mate last month of 2.6% growth.
The economy grew 2.6% in the third
quarter.

These upbeat forecasts come de-
spite a persistently bleak outlook
for housing. On average the econo-
mists now expect that home prices
will post a decline in 2011, after
more than 12 months of forecasting
modest gains for the current year.

Meanwhile, 30 of the 56 sur-
veyed economists, not all of whom
answer every question, say home
prices won’t outpace inflation for at
least the next three years. The ex-

cess supply of homes also is seen
keeping construction at moribund
levels. On average, the economists
expect 700,000 housing starts in
2011, above 2010 and 2009 levels,
but well below the 1.5 million aver-
aged from 1959 to 2007.

“The labor market weakness is
suppressing a housing recovery,”
said Sean M. Snaith of the Univer-
sity of Central Florida.

Amid the stronger growth fore-
casts, economists now expect the
U.S. to generate nearly 180,000 jobs
a month on average this year, signif-
icantly more than last year’s aver-
age of 94,000. But with continued
population growth, that isn’t nearly
enough to quickly bring down the
unemployment rate, now at 9.4%. By
the end of 2011, the economists, on

average, expect the jobless rate to
be 8.8%.

Persistent weakness in the job
market also is expected to keep in-
flation in check over the course of
2011. On average, the economists ex-
pect consumer prices will rise 1.9%
this year, within the Federal Re-
serve’s comfort zone of 1.5% to 2%.

The central bank has a dual man-
date to promote full employment
and maintain price stability. With
little pressure on the inflation front
and a slow recovery in the job mar-
ket, most of the economists don’t
expect the Fed to start raising inter-
est rates until early 2012 at the ear-
liest.

As the recovery moves forward,
they expect the central bank to keep
mostly to the sidelines. Fifty of 55

respondents predict policy makers
will complete a previously an-
nounced $600 billion of bond pur-
chases, and stop there. But the pol-
icy remains contentious, with just
27 economists supporting the full
amount of the program.

The economists also were gener-
ally encouraged by President Barack
Obama’s selection of Bill Daley as
White House chief of staff and Gene
Sperling to take over the National
Economic Council .

BY PHIL IZZO

WSJ.com
ONLINE TODAY: See charts and
data from The Wall Street
Journal’s survey of economists at
WSJ.com/Economists.
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Major players � benchmarks
Below, a look at the Dow Jones Stoxx 50,
the biggest and best known companies in
Europe, including the U.K.

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

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

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

Europe: 14/1 1.05 99.75% 0.01% 1.20 0.95 1.05

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

Europe Crossover: 14/1 4.20 103.23 0.05 5.37 4.11 4.65

Asia ex-Japan IG: 14/1 1.10 99.55 0.01 1.25 0.93 1.07

Japan: 14/1 1.06 99.69 0.01 1.10 0.90 1.01

Note: Data as of January 12

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, Global (ex US)
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

JPMorgan $1,970 5.0% 36% 27% 30% 6%

Deutsche Bank 1,897 4.9 29 30 33 8

Morgan Stanley 1,759 4.5 46 16 34 4

Goldman Sachs 1,756 4.5 45 17 35 3

Credit Suisse 1,730 4.4 34 30 30 7

UBS 1,637 4.2 39 24 32 5

Citi 1,277 3.3 34 31 25 10

Bank of America Merrill Lynch 1,211 3.1 37 28 25 10

Nomura 1,134 2.9 63 13 20 3

Source: Dealogic

Tracking
credit
markets �
dealmakers

Dow Jones Industrial Average P/E: 15
LAST: 11714.57 t 40.87, or 0.35%

YEAR TO DATE: s 137.06, or 1.2%

OVER 52 WEEKS s 1,004.02, or 9.4%

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

Previous
close, in STOCK PERFORMANCE

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

Banco Bilbao Vizcaya Argentaria Spain Banks 137,238,829 8.26 6.32% 9.3% -33.7%

Banco Santander Spain Banks 145,707,101 8.64 4.79 8.9 -26.4

AXA France Full Line Insurance 26,568,636 14.30 4.61 14.9 -16.0

Societe Generale France Banks 8,642,841 45.21 4.48 12.4 -10.3

SAP AG Germany Software 12,211,181 40.40 3.46 6.0 14.3

Tesco U.K. Food Retailers & Wholesalers 53,001,919 405.55 -4.28% -4.6 -3.3

British American Tobacco U.K. Tobacco 4,656,459 2,325 -3.57 -5.6 15.0

Nestle S.A. Switzerland Food Products 14,406,531 52.05 -2.98 -4.9 5.5

Royal Dutch Shell A U.K. Integrated Oil & Gas 10,028,142 25.32 -1.54 2.4 20.5

Standard Chartered PLC U.K. Banks 5,388,080 1,725 -1.12 -0.0 14.3

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

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

Hennes & Mauritz AB Series B 6,847,948 229.30 3.29% 2.4% 13.1%
Sweden (Apparel Retailers)
Allianz SE 4,228,094 95.00 3.26 6.8 10.6
Germany (Full Line Insurance)
BNP Paribas 7,026,327 51.69 2.85 8.6 -11.9
France (Banks)
UniCredit 658,747,831 1.70 2.78 9.8 -25.9
Italy (Banks)
E.ON AG 13,788,090 23.62 2.63 3.0 -17.4
Germany (Multiutilities)
Intesa Sanpaolo 194,115,670 2.19 2.46 7.9 -31.6
Italy (Banks)
ING Groep 33,125,488 7.79 2.18 7.0 2.9
Netherlands (Life Insurance)
Telefonica 35,659,025 17.69 1.87 4.3 -4.7
Spain (Fixed Line Telecommunications)
ABB Ltd. 13,379,353 22.61 1.85 8.5 12.3
Switzerland (Industrial Machinery)
GDF Suez 4,967,732 28.15 1.59 4.8 -3.2
France (Multiutilities)
Deutsche Bank 8,863,775 42.85 1.44 9.6 -6.8
Germany (Banks)
ENI 18,220,845 17.56 1.27 7.5 -5.1
Italy (Integrated Oil & Gas)
Barclays 52,825,574 306.00 1.12 17.0 -4.0
U.K. (Banks)
Sanofi-Aventis 4,348,339 51.80 1.07 8.3 -9.0
France (Pharmaceuticals)
Diageo 6,798,929 1,224 0.99 3.3 14.3
U.K. (Distillers & Vintners)
Zurich Financial Services AG 649,533 252.10 0.76 4.1 7.8
Switzerland (Full Line Insurance)
UBS 17,073,734 16.76 0.72 9.2 1.3
Switzerland (Banks)
Total S.A. 7,938,297 42.00 0.62 5.9 -6.4
France (Integrated Oil & Gas)
Vodafone Group 72,948,601 171.90 0.53 3.7 25.7
U.K. (Mobile Telecommunications)
Anglo American 3,430,944 3,410 0.40 2.2 24.0
U.K. (General Mining)

Latest,
in local STOCK PERFORMANCE

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

Credit Suisse Group 8,536,024 42.49 0.21% 12.8% -21.7%
Switzerland (Banks)
Daimler AG 3,844,142 54.97 0.16 8.4 48.2
Germany (Automobiles)
Nokia 23,674,390 8.23 ... 6.3 -10.6
Finland (Telecommunications Equipment)
France Telecom 10,883,660 15.94 -0.03 2.2 -8.0
France (Fixed Line Telecommunications)
BG Group 4,416,940 1,320 -0.04 1.8 8.0
U.K. (Integrated Oil & Gas)
BP PLC 36,817,674 503.70 -0.04 8.2 -19.8
U.K. (Integrated Oil & Gas)
L.M. Ericsson Telephone Series B 9,198,475 77.20 -0.06 -1.2 8.0
Sweden (Communications Technology)
BASF SE 3,815,497 58.42 -0.26 -2.1 37.6
Germany (Commodity Chemicals)
HSBC Holdings 36,595,361 713.00 -0.28 9.5 -0.2
U.K. (Banks)
GlaxoSmithKline 5,685,914 1,226 -0.28 -1.2 -4.5
U.K. (Pharmaceuticals)
Anheuser-Busch InBev N.V. 1,850,721 44.01 -0.44 2.8 23.2
Belgium (Beverages)
Deutsche Telekom 19,975,097 9.65 -0.52 -0.1 -5.1
Germany (Mobile Telecommunications)
Roche Holding 1,780,349 136.40 -0.58 -0.4 -25.4
Switzerland (Pharmaceuticals)
Astrazeneca 2,456,776 2,995 -0.63 2.5 -0.8
U.K. (Pharmaceuticals)
Bayer AG 3,130,246 55.52 -0.77 0.4 1.3
Germany (Specialty Chemicals)
Rio Tinto 4,055,156 4,504 -0.86 0.4 24.5
U.K. (General Mining)
Siemens 2,968,248 92.11 -1.02 -0.6 37.1
Germany (Diversified Industrials)
Unilever 6,701,832 22.86 -1.06 -1.9 2.3
Netherlands (Food Products)
Novartis 6,298,173 55.05 -1.08 0.2 0.5
Switzerland (Pharmaceuticals)
BHP Billiton 4,836,944 2,523 -1.08 -1.1 22.1
U.K. (General Mining)

Sources: Thomson Reuters

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 26.3 $27.91 –0.13 –0.46%
Alcoa AA 59.6 15.69 –0.55 –3.39
AmExpress AXP 4.3 45.08 0.08 0.18
BankAm BAC 126.1 14.78 –0.21 –1.40
Boeing BA 2.6 69.74 –0.41 –0.58
Caterpillar CAT 3.5 93.96 0.47 0.50
Chevron CVX 3.9 92.05 –0.40 –0.44
CiscoSys CSCO 27.5 21.06 –0.06 –0.28
CocaCola KO 5.0 63.20 0.16 0.25
Disney DIS 4.8 39.12 –0.05 –0.13
DuPont DD 4.0 49.32 0.22 0.45
ExxonMobil XOM 14.4 76.45 –0.13 –0.17
GenElec GE 31.9 18.58 –0.09 –0.48
HewlettPk HPQ 9.9 45.45 –0.19 –0.42
HomeDpt HD 7.1 35.15 0.32 0.92
Intel INTC 66.9 21.20 –0.10 –0.46
IBM IBM 2.4 148.37 –0.73 –0.49
JPMorgChas JPM 30.0 44.41 –0.30 –0.67
JohnsJohns JNJ 6.5 62.89 0.39 0.62
KftFoods KFT 4.8 31.47 –0.04 –0.11
McDonalds MCD 10.0 72.84 –0.75 –1.03
Merck MRK 59.7 34.61 –2.54 –6.84
Microsoft MSFT 47.6 28.13 –0.42 –1.47
Pfizer PFE 35.5 18.15 –0.22 –1.20
ProctGamb PG 7.0 65.34 0.37 0.57
3M MMM 1.5 87.80 –0.86 –0.97
TravelersCos TRV 2.5 54.49 –0.10 –0.17
UnitedTech UTX 1.8 79.37 –0.06 –0.08
Verizon VZ 18.5 35.74 0.27 0.76

WalMart WMT 8.6 54.95 0.10 0.19

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

BCO Comercial Portugues
SA 807 –75 –48 4

BCO Espirito Santo SA 817 –62 –38 17

ONO Fin II 996 –42 2 –27

Hellenic Telecom Org SA 499 –39 29 66

Norske Skogindustrier ASA 703 –35 –45 –115

Nielsen 125 –30 –113 –141

Rep Portugal 510 –30 8 68

BCA Monte dei Paschi di
Siena SpA 322 –25 52 79

Commerzbank AG 216 –24 64 93

Kdom Spain 326 –22 –8 8

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

UniCredit Bk AG 122 –1 10 19

Technip 87 –1 1 –3

Brit Amern Tob 57 –1 1 1

Kabel Deutschland GmbH 280 –1 11 21

Smiths Gp Plc 134 –1 9 8

L Air Liquide Sa Pour Ltde
Expltn Procds Georgs Clde 45 –1 1 ...

Evonik Degussa GmbH 54 –1 ... –2

Royal Bk of Scotland NV 200 –1 21 46

Sanofi Aventis 66 ... 6 7

BAE Sys 112 5 16 19

Source: Markit Group

BLUE CHIPS � BONDS

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

Also, receive emails that summarize the day’s trading in Eu-
rope and Asia. To sign up, go to WSJ.com/Email.
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Australia faces cleanup
of ‘postwar’ proportion

Brisbane residents face a mas-
sive, costly rebuilding task after
floods swamped thousands of homes
in Australia’s third-largest city, add-
ing to the mounting cost of the del-
uge across Queensland.

Cost estimates for the cleanup
throughout the region hit by floods
exceeded 15 billion Australian dol-
lars (US$14.9 billion).

Workers began Thursday the
slow process of pumping water out
of underground car parks across the
city’s business district. Others at-
tempted to retrieve abandoned cars
in streets caked with a thick layer of
brown mud discharged by the over-
flowing Brisbane River.

In an evacuation center at Bris-
bane’s Royal National Association,
one of five refuge sites across the
city, around 700 people were sleep-
ing on air mattresses or huddled
around a television. Red Cross, mili-
tary and other aid workers dealt
with inquiries while local charities
handed out food.

State Premier Anna Bligh said
that reconstruction of the region
was of a “postwar” proportion, with
20,000 homes flooded in the city
and 5,000 businesses inundated with
water. The floods have killed at least
25 people in the state and left thou-
sands displaced.

“No one knows what’s going on,”
said Rocky O’Gilvie, 43 years old,
pondering his future after his home
in the Rocklea district of the city
was destroyed, forcing him to the
evacuation center.

Queensland police have formed
an antilooting squad for the flood
struck Brisbane and the nearby town
of Ipswich. Authorities said that
while there have been only a handful
of reports of looting, the 200-strong
force was deployed as a pre-emptive
measure.

Disease is a further risk for
Queenslanders as stagnant water

gathers and rivers fill with dead
livestock and debris.

“There is the distinct possibility
of very serious infection,” said An-
drew Laming, a federal opposition
health spokesman. “We are seeing a
combination of infected waters,
mosquito-borne illnesses and others
yet to be determined.”

The government had gauged the
cost of rebuilding at A$5 billion, but
this figure doesn’t include the in-
creased devastation that has now
destroyed homes and hundreds of
private businesses in the state’s cap-
ital.

In the past two days, much of
Brisbane’s central business district
has seen its bridges and waterways
devastated by the flooding and, in
several cases, washed away.

When including the cost of re-
building ports throughout Queens-
land, northern New South Wales and
parts of Brisbane, the eventual cost
to the economy could hit A$13 bil-
lion, according to estimates from J.P.
Morgan Chase & Co.

Add in unforeseen losses to reve-
nue and the rebuilding hit to be felt
by the state’s booming mining in-
dustry, and the total cost could
reach more than A$15 billion.

“The cost of the current disrup-
tion to lives and economic activity
will be vastly exceeded by the re-
building of homes, business prem-
ises and infrastructure,” said Paul
Brennan, senior economist with Citi-
group in Sydney.

To be sure, after the initial hit,
Mr. Brennan notes the rebuilding ef-
fort over time will add to the coun-
try’s economic growth, though infla-
tion is likely to also surge.

The devastation well exceeds the
record Brisbane flooding of 1974,
which had an inflation-adjusted cost
of about A$4 billion.

High estimates put the flooding
damage at a cost of about 1% of Aus-
tralia’s total gross domestic product.
Hurricane Katrina hit about 0.65% of
U.S. GDP in 2005.

The federal government is ex-
pected to foot about 75% of the di-
saster recovery bill, with the state
government’s funding body, Queens-
land Treasury Corp., picking up the
rest.

Adding to the problems of clean-
ing up, rescue services may face an
unseen threat after worried resi-
dents reported sightings of bull
sharks swimming in the murky
floodwaters.

By Enda Curran in Brisbane
and Geoffrey Rogow

in Sydney

Residents paddled through a Brisbane suburb Thursday, as the floodwaters receded and cleanup challenges loomed.

Landslides in Rio
kill at least 355

RIO DE JANEIRO—Brazilian Pres-
ident Dilma Rousseff flew over the
rain-drenched mountains northwest
of the beachfront city of Rio de Jan-
eiro on Thursday, surveying the
damage from floods and landslides
that have claimed at least 355 lives.

Ms. Rousseff briefly stopped in
Nova Friburgo, one of the region’s
hardest-hit towns, to speak with res-
idents struggling without electricity
and water. The president was accom-
panied by Rio de Janeiro Governor
Sergio Cabral. The two leaders were
expected to hold a news conference
later Thursday in Rio de Janeiro.

The disaster is the first major test
of Ms. Rousseff’s presidency. The new
chief executive has been in office for
just 13 days, spending most of her
time ensconced in Brasilia. The disas-
ter is also a test for officials who
have turned a blind eye toward illegal
construction and lax building codes
that compounded the damage.

“This is a national tragedy,” said
Carlos Minc, Rio de Janeiro’s envi-
ronment secretary, in a telephone in-
terview broadcast on the O Globo
network. “It shows how difficult it is
for local mayors to impose unpopular
measures on the population.”

Building codes are rarely en-
forced in poor areas, which are rid-
dled with quickly constructed shan-
tytowns and other buildings—many
of them perched on steep hillsides
above wealthier areas.

Government officials will set up a
program to prevent unsafe construc-
tion in the future, Mr. Minc said,
calling such construction “a criminal
occupation of hillsides.”

President Rousseff has released
$465 million in federal funds for re-
lief efforts in Rio de Janeiro and
neighboring São Paulo, which has
also been hit by heavy rains this
week.

Brazil sent in 250 troops to aid
firefighters, police officers and resi-
dents digging out from the disaster
in the treacherous area, where cen-
turies-old cities from Brazil’s days in
the Portuguese empire sit perched
along steep mountain valleys.

Access to the valleys was ham-
pered as landslides washed out
many of the region’s roads and
bridges.

Most of the damage is centered
on the cities of Nova Friburgo,
Petropolis and Teresopolis, Rio de
Janeiro state officials said. Isolated
residents signaled an O Globo televi-
sion network helicopter flying over-
head that they were without food
and water.

Ampla Energia said the company
was working to restore power to
Teresopolis and Petropolis, while
sewer and water company Cedae said
trucks were on the way to the region
to supply fresh drinking water.

A spokesman for BR Distribui-
dora, the logistics arm of state-run
energy giant Petroleo Brasileiro, or
Petrobras, was working on alterna-
tive routes to get fuel into the area.

In Teresopolis, residents ferried
the injured down mountain paths us-
ing makeshift stretchers cobbled to-
gether out of logs and blankets, tele-
vision images broadcast by the O
Globo network showed.

Swaths of Teresopolis, a vacation
retreat, were covered in mud, trees
and boulders.

An elderly woman huddled with
her dog amid the ruins of her house,
which crumbled as rushing floodwa-
ters battered the walls, O Globo
showed. She was thrown a rope and
pulled to safety by neighbors in a
two-story building, but the tiny dog
was ripped from her arms by the
raging torrent and disappeared into
the churning water. “It looked like
the world was ending,” a small boy
told O Globo.

Meteorologists at the Climatempo
weather service said light rain was
falling over the region early Thurs-
day, and more rain—including the
possibility of heavy downpours—was
likely through Sunday.

“The rain in the mountain region
is going to persist,” said Cli-
matempo’s Fabiana Weykamp. The
region has been hit with nearly
twice as much rain as normal over
the past two months.

So far in January, Novo Friburgo
has had 378 millimeters (15 inches)
of rain, including about 280 millime-
ters from midnight Tuesday to 8
a.m. Wednesday. The 30-year aver-
age for the city in January is 208
millimeters.

“The volume of rain in Nova
Friburgo was absurd,” Ms. Weykamp
said.

The rainfall followed a wetter-
than-usual December, which is typi-
cally the rainiest month for the re-
gion, Climatempo data showed.
Rainfall in December was 422 milli-
meters, nearly double the monthly
average of 238 millimeters.

“The soil is extremely saturated,”
Ms. Weykamp said. “The rain could
provoke more landslides. There
could be even greater tragedies if
they don’t get people out of at-risk
areas.”

—Rogerio Jelmayer in São Paulo
and Diana Kinch in Rio de Janeiro

contributed to this article.

BY JEFF FICK

WORLD NEWS
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Cost of floods
Total cost of natural catastrophes in Australia and other countries
as a percentage of gross domestic product

0.18%0.22%0.65% 1%1.5%

European Pressphoto Agency

Refugees from heavy rains sheltered in a sports hall in Teresopolis on Thursday.

European Pressphoto Agency
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For information about listing your funds, please contact: Justin Jones tel: +44 0203 426 1167; email: justin.jones@dowjones.com

Andfs. Borsa Global GL EQ AND 01/12 EUR 6.88 3.4 4.5 9.2
Andfs. Emergents GL EQ AND 01/12 USD 18.94 2.1 4.9 38.2
Andfs. Espanya EU EQ AND 01/12 EUR 11.69 2.2 -15.9 4.1
Andfs. Estats Units US EQ AND 01/12 USD 16.28 2.2 6.7 16.2
Andfs. Europa EU EQ AND 01/12 EUR 7.49 2.4 -5.0 7.6
Andfs. Franca EU EQ AND 01/12 EUR 9.71 2.1 -1.6 8.2
Andfs. Japo JP EQ AND 01/12 JPY 508.16 2.9 -4.2 7.6
Andfs. Plus Dollars US BA AND 10/22 USD 9.66 2.3 3.0 6.2
Andfs. RF Dolars US BD AND 01/12 USD 11.81 0.1 2.0 6.6
Andfs. RF Euros EU BD AND 01/12 EUR 10.91 0.1 -0.3 9.5
Andorfons EU BD AND 01/12 EUR 14.37 0.0 -1.7 8.7
Andorfons Alternative Premium GL EQ AND 11/30 EUR 99.31 0.3 0.9 2.7
Andorfons Mix 30 EU BA AND 01/12 EUR 9.97 1.1 2.8 10.8
Andorfons Mix 60 EU BA AND 01/12 EUR 9.71 2.1 3.1 9.3

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited OT OT MUS 01/07 USD 424421.11 2.3 54.6 77.4

n Citadele
Republikas square 2a, Riga, LV-1522, Latvia
Citadele Eastern Europ Bal OT OT LVA 01/12 EUR 16.22 2.0 18.3 37.2
Citadele Eastern Europ Bd EU BD LVA 01/12 USD 17.46 0.8 16.6 40.9
Citadele Russian Eq EE EQ LVA 01/12 USD 27.31 3.6 29.9 76.0

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 01/13 EUR 9.04 0.4 1.4 -1.7
DJE-Absolut P GL EQ LUX 01/13 EUR 234.01 0.7 13.2 16.0
DJE-Alpha Glbl P OT OT LUX 01/13 EUR 195.88 0.4 8.3 13.7
DJE-Div& Substanz P GL EQ LUX 01/13 EUR 252.63 1.6 15.9 19.7
DJE-Gold&Resourc P OT EQ LUX 01/13 EUR 240.20 -1.5 35.9 39.5
DJE-Renten Glbl P EU BD LUX 01/13 EUR 138.44 0.5 5.3 7.1
LuxPro-Dragon I AS EQ LUX 07/20 EUR 144.57 -8.5 5.0 7.6
LuxPro-Dragon P AS EQ LUX 07/20 EUR 140.29 -8.8 4.4 7.0
LuxTopic-Aktien Europa EU EQ LUX 01/13 EUR 18.17 0.4 4.5 11.6
LuxTopic-Pacific OT OT LUX 01/13 EUR 22.34 4.6 32.2 53.3

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

n HSBC Trinkaus Investment Managers SA
E-Mail: funds@hsbctrinkaus.lu
Telephone: 352 - 47 18471
Prosperity Return Fund A JP BD LUX 01/10 JPY 9949.75 0.7 0.5 NS
Prosperity Return Fund B OT OT LUX 01/10 JPY 8643.53 -0.3 -12.7 NS
Prosperity Return Fund C OT OT LUX 01/10 USD 93.50 -0.7 -2.4 NS
Prosperity Return Fund D OT OT LUX 01/10 EUR 113.55 1.4 16.6 NS
Renaissance Hgh Grade Bd A JP BD LUX 01/10 JPY 10167.91 0.8 2.8 NS
Renaissance Hgh Grade Bd B OT OT LUX 01/10 JPY 8813.02 -0.2 -10.8 NS
Renaissance Hgh Grade Bd C OT OT LUX 01/10 USD 94.78 -0.5 -0.3 NS
Renaissance Hgh Grade Bd D OT OT LUX 01/10 EUR 107.49 1.2 10.6 NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI EE EQ SVN 01/12 EUR 20.27 3.1 -16.5 -10.5
MP-TURKEY.SI OT OT SVN 01/12 EUR 48.36 5.5 34.1 58.0

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
Pictet-Agriculture-P EUR GL EQ LUX 01/12 EUR 160.22 3.3 25.6 NS
Pictet-Asian Eq ExJpn-I USD OT OT LUX 01/13 USD 199.33 0.3 9.7 37.5
Pictet-Asian Eq ExJpn-P USD OT OT LUX 01/13 USD 188.06 0.4 10.8 37.1
Pictet-Biotech-P USD OT EQ LUX 01/12 USD 312.66 2.3 7.8 5.3
Pictet-CHF Liquidity-P CH MM LUX 01/12 CHF 124.15 0.0 0.0 0.0
Pictet-CHF Liquidity-P dy CH MM LUX 01/12 CHF 93.02 0.0 0.0 0.0
Pictet-Conv. Bonds-P EUR OT OT LUX 01/12 EUR 109.60 2.4 NS NS
Pictet-Digital Comm-P USD OT EQ LUX 01/12 USD 143.85 2.4 22.4 34.6
Pictet-Eastern Europe-P EUR EU EQ LUX 01/12 EUR 428.76 5.8 27.5 75.8
Pictet-Emerging Markets-P USD GL EQ LUX 01/13 USD 625.24 1.5 15.2 45.8
Pictet-Eu Equities Sel-P EUR EU EQ LUX 01/12 EUR 468.79 2.6 13.8 21.3
Pictet-EUR Bonds-P EU BD LUX 01/12 EUR 398.19 -0.1 2.4 3.4
Pictet-EUR Bonds-Pdy EU BD LUX 01/12 EUR 282.67 -0.1 2.4 3.4
Pictet-EUR Corporate Bonds-P EU BD LUX 01/12 EUR 152.75 -0.2 1.4 9.7
Pictet-EUR Corporate Bonds-Pdy EU BD LUX 01/12 EUR 99.62 -0.2 1.4 9.7
Pictet-EUR High Yield-P EU BD LUX 01/12 EUR 174.87 2.4 14.4 34.1
Pictet-EUR High Yield-Pdy EU BD LUX 01/12 EUR 90.60 2.4 14.4 34.1
Pictet-EUR Liquidity-P EU MM LUX 01/12 EUR 136.40 0.0 0.3 0.6
Pictet-EUR Liquidity-Pdy EU MM LUX 01/12 EUR 96.39 0.0 0.3 0.6
Pictet-EUR Sovereign Liq-P EU MM LUX 01/12 EUR 102.53 0.0 0.1 0.3
Pictet-EUR Sovereign Liq-Pdy EU MM LUX 01/12 EUR 100.02 0.0 0.1 0.3
Pictet-Europe Index-P EUR EU EQ LUX 01/12 EUR 116.64 3.2 14.1 21.2
Pictet-European Sust Eq-P EUR EU EQ LUX 01/12 EUR 152.03 3.2 13.2 20.5
Pictet-Glo Emerging Debt-P USD GL BD LUX 01/12 USD 265.11 0.8 7.1 17.7
Pictet-Glo Emerging Debt-Pdy USD GL BD LUX 01/12 USD 163.85 0.8 7.1 17.7
Pictet-Greater China-P USD AS EQ LUX 01/13 USD 411.19 2.6 16.9 43.0
Pictet-Indian Equities-P USD EA EQ LUX 01/13 USD 397.05 -7.0 6.6 48.5
Pictet-Japan Index-P JPY JP EQ LUX 01/13 JPY 9289.10 4.3 0.5 9.5
Pictet-Japanese Eq 130/30-P JPY JP EQ LUX 01/13 JPY 4782.05 4.5 5.4 13.3
Pictet-Japanese Eq Sel-I JPY JP EQ LUX 01/13 JPY 8281.42 4.4 3.3 9.1
Pictet-Japanese Eq Sel-P JPY JP EQ LUX 01/13 JPY 7979.49 4.4 2.6 8.4
Pictet-MENA-P USD OT OT LUX 01/12 USD 54.62 1.6 19.2 NS
Pictet-Pac (ExJpn) Idx-P USD AS EQ LUX 01/13 USD 317.70 0.5 14.2 44.3
Pictet-Piclife-P CHF OT OT LUX 01/12 CHF 807.01 1.5 0.5 6.8
Pictet-Premium Brands-P EUR OT EQ LUX 01/12 EUR 94.20 1.0 41.5 45.8
Pictet-Russian Equities-P USD EE EQ LUX 01/12 USD 86.40 2.5 19.4 84.4
Pictet-Security-P USD GL EQ LUX 01/12 USD 131.37 3.9 31.1 36.4
Pictet-Small Cap Europe-P EUR EU EQ LUX 01/12 EUR 611.60 2.4 31.2 34.3
Pictet-Timber-P USD GL EQ LUX 01/12 USD 122.62 1.6 8.1 33.4
Pictet-USA Index-P USD US EQ LUX 01/12 USD 105.60 2.3 14.3 22.9
Pictet-USD Government Bonds-P US BD LUX 01/12 USD 534.21 -0.2 4.4 0.6
Pictet-USD Government Bonds-Pdy US BD LUX 01/12 USD 370.42 -0.2 4.4 0.6
Pictet-USD Liquidity-P US MM LUX 01/12 USD 131.26 0.0 0.2 0.4
Pictet-USD Liquidity-Pdy US MM LUX 01/12 USD 84.71 0.0 0.2 0.4
Pictet-USD Sovereign Liq-P US MM LUX 01/12 USD 101.67 0.0 0.1 0.2
Pictet-USD Sovereign Liq-Pdy US MM LUX 01/12 USD 100.16 0.0 0.1 0.2
Pictet-Water-P EUR GL EQ LUX 01/12 EUR 155.12 2.3 24.2 20.6
Pictet-World Gvt Bonds-P USD OT OT LUX 01/12 USD 170.05 -1.3 1.4 2.5
Pictet-World Gvt Bonds-Pdy USD OT OT LUX 01/12 USD 134.26 -1.3 1.4 2.5

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 01/12 USD 18.62 4.3 38.3 55.0
Japan Fund USD JP EQ IRL 01/13 USD 19.26 2.8 15.1 16.9
Polar Healthcare Class I USD OT EQ IRL 01/12 USD 13.81 3.0 5.3 NS
Polar Healthcare Class R USD OT EQ IRL 01/12 USD 13.72 2.9 4.8 NS

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 11/30 USD 104.76 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 12/31 USD 12.50 35.9 -24.7 -17.9
Europn Conviction USD B EU EQ CYM 11/30 USD 135.71 -1.2 0.6 4.8
Europn Forager USD B EU EQ CYM 11/30 USD 241.06 7.7 8.9 16.8
Latin America USD A GL EQ CYM 04/30 USD 14.21 2.2 -4.7 14.7
Paragon Limited USD A EU EQ CYM 11/28 USD 324.09 12.7 12.7 14.2
UK Fund USD A OT OT CYM 11/30 USD 182.87 -0.6 -1.5 5.1

n PT CIPTADANA ASSET MANAGEMENT
Tel: +6221 25574 883 Fax: +6221 25574 893 Website: www.ciptadana-asset.com
Indonesian Grth Fund GL EQ BMU 01/12 USD 174.42 -4.2 29.9 63.7

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
ACTION FRANCE A EU EQ IRL 01/12 EUR 746.73 3.9 3.6 14.6
CORE EUROZONE EQ B EU EQ IRL 01/12 EUR 883.34 3.6 5.1 15.5
EURO FIXED INCOME A OT OT IRL 01/12 EUR 1301.79 -0.4 3.2 7.3
EURO FIXED INCOME B OT OT IRL 01/12 EUR 1398.67 -0.4 3.8 8.0
EUROPEAN SMALL CAP A EU EQ IRL 01/12 EUR 1625.32 3.1 32.1 35.1
EUROPEAN SMALL CAP B EU EQ IRL 01/12 EUR 1752.01 3.1 32.9 35.9
EUROZONE AGG A EUR EU EQ IRL 01/12 EUR 769.32 3.1 15.0 23.6
EUROZONE AGG B EUR EU EQ IRL 01/12 EUR 1112.44 3.1 15.7 24.3
GLB REAL EST SEC A OT EQ IRL 01/12 USD 1051.66 0.6 16.5 29.2
GLB REAL EST SEC B OT EQ IRL 01/12 USD 1090.96 0.6 17.2 29.9
GLB REAL EST SEC EH A OT EQ IRL 01/12 EUR 916.40 1.4 14.1 24.3
GLB REAL EST SEC SH B OT EQ IRL 01/12 GBP 86.97 1.4 15.0 24.7
GLB STRAT YIELD A OT OT IRL 01/12 EUR 1844.87 1.2 12.4 25.0
GLB STRAT YIELD B OT OT IRL 01/12 EUR 1986.36 1.2 13.1 25.8
GLOBAL BOND A OT OT IRL 01/12 EUR 1301.19 2.0 17.0 12.4
GLOBAL BOND B OT OT IRL 01/12 EUR 1394.38 2.0 17.7 13.1
GLOBAL BOND EH A EU BD IRL 01/12 EUR 1495.69 0.9 7.9 10.7
GLOBAL BOND EH B EU BD IRL 01/12 EUR 1597.46 0.9 8.5 11.4
JAPAN EQUITY A JP EQ IRL 01/12 JPY 11830.13 3.8 -3.3 8.0
JAPAN EQUITY B JP EQ IRL 01/12 JPY 12688.72 3.8 -2.7 8.6
PAC BASIN (X JPN) A AS EQ IRL 01/12 USD 2666.81 0.3 13.6 46.0
PAC BASIN (X JPN) B AS EQ IRL 01/12 USD 2864.09 0.4 14.3 46.9
PAN EUROPEAN EQUITY A EU EQ IRL 01/12 EUR 1126.50 3.9 15.3 23.3
PAN EUROPEAN EQUITY B EU EQ IRL 01/12 EUR 1208.32 3.9 16.0 24.1
US EQUITY A US EQ IRL 01/12 USD 1003.07 2.3 12.5 24.7
US EQUITY B US EQ IRL 01/12 USD 1080.61 2.4 13.2 25.5
US SMALL CAP EQUITY A US EQ IRL 01/12 USD 1640.39 3.0 25.6 31.2
US SMALL CAP EQUITY B US EQ IRL 01/12 USD 1768.35 3.0 26.4 32.0

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
A company of Amundi Group
Bonds ConvEurope A EU BD LUX 01/11 EUR 32.44 1.6 7.5 6.5
Bonds Eur Corp A EU BD LUX 01/12 EUR 23.41 -0.4 0.0 5.7
Bonds Eur Hi Yld A EU BD LUX 01/12 EUR 23.12 1.2 8.4 27.6
Bonds EURO A EU BD LUX 01/12 EUR 41.23 -0.6 -0.1 2.2
Bonds Europe A EU BD LUX 01/12 EUR 40.05 -0.1 2.0 2.6
Bonds US MtgBkSec A US BD LUX 04/29 USD 24.41 -4.7 11.9 0.0
Bonds World A OT OT LUX 01/12 USD 42.94 -2.2 0.7 4.4
Eq. AsiaPac Dual Strategies A AS EQ LUX 01/12 USD 11.84 0.0 10.4 38.7
Eq. China A AS EQ LUX 01/12 USD 25.13 3.7 2.7 34.0
Eq. Concentrated Euroland A EU EQ LUX 09/30 EUR 86.45 -7.0 -5.2 -3.5
Eq. ConcentratedEuropeA EU EQ LUX 01/12 EUR 30.94 3.8 13.0 21.8
Eq. Emerging Europe A EU EQ LUX 01/12 EUR 31.80 6.9 30.0 51.9
Eq. Equities Global Energy OT EQ LUX 01/11 USD 19.49 0.9 2.3 15.0
Eq. Euroland A EU EQ LUX 01/11 EUR 11.06 0.5 0.4 9.1
Eq. Euroland MidCapA EU EQ LUX 04/30 EUR 14.61 1.4 -45.7 -33.8
Eq. Euroland Small Cap A EU EQ LUX 01/11 EUR 175.99 0.6 18.7 31.6
Eq. EurolandCyclclsA OT EQ LUX 01/12 EUR 20.06 0.5 9.2 18.9
Eq. EurolandFinancialA OT EQ LUX 01/11 EUR 9.42 -0.9 -20.2 4.1

Eq. Glbl Emg Cty A GL EQ LUX 01/11 USD 9.80 1.2 -2.5 28.6
Eq. Global A GL EQ LUX 01/11 USD 31.13 -0.7 8.2 21.9
Eq. Global Resources A GL EQ LUX 01/11 USD 130.66 -1.5 11.7 35.4
Eq. Gold Mines A OT EQ LUX 01/11 USD 38.46 -5.4 16.9 40.3
Eq. India A EA EQ LUX 01/12 USD 147.75 -5.7 9.6 45.5
Eq. Japan CoreAlpha A JP EQ LUX 01/12 JPY 7798.38 3.0 0.6 12.6
Eq. Japan Sm Cap A JP EQ LUX 01/12 JPY 1100.72 2.6 2.3 11.3
Eq. Japan Target A JP EQ LUX 01/13 JPY 1696.83 2.6 -0.4 4.7
Eq. Latin America A GL EQ LUX 01/11 USD 132.77 -0.6 10.0 42.8
Eq. US ConcenCore A US EQ LUX 01/11 USD 26.20 1.6 14.3 28.1
Eq. US Focused A US EQ LUX 01/11 USD 18.05 0.6 9.1 18.4
Eq. US Lg Cap Gr A US EQ LUX 01/11 USD 17.65 1.3 11.9 27.0
Eq. US Mid Cap A US EQ LUX 01/11 USD 36.95 2.4 19.5 37.0
Eq. US Multi Strg A US EQ LUX 01/11 USD 24.97 1.6 13.4 25.2
Eq. US Rel Val A US EQ LUX 01/11 USD 23.96 1.4 12.3 24.6
Eq. US Sm Cap Val A US EQ LUX 01/11 USD 19.25 0.9 15.5 22.8
Money Market EURO A EU MM LUX 01/11 EUR 27.53 0.0 0.5 0.7
Money Market USD A US MM LUX 01/12 USD 15.88 0.0 0.3 0.4

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT EQ BMU 01/06 USD 836.92 1.0 -12.9 -5.6
MENA Special Sits Fund OT OT BMU 12/30 USD 1147.49 6.3 6.3 8.7
MENA UCITS Fund OT OT IRL 01/06 USD 1114.16 1.4 NS NS
UAE Blue Chip Fund OT OT ARE 01/06 AED 5.16 2.1 -3.2 6.1

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

n YMR-N Series
YMR-N Growth Fund JP EQ IRL 01/13 JPY 9958.00 5.7 3.6 11.9
YMR-N Small Cap Fund JP EQ IRL 01/13 JPY 7160.00 4.3 2.2 9.3

n Yuki 77 Series
Yuki 77 General JP EQ IRL 01/13 JPY 6102.00 5.6 -2.5 4.4

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 01/13 JPY 7025.00 4.7 0.6 8.5
Yuki Chugoku JpnLowP JP EQ IRL 01/13 JPY 8283.00 5.1 5.8 3.7

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 01/13 JPY 4536.00 5.1 -5.5 2.8
Yuki Hokuyo Jpn Inc JP EQ IRL 01/13 JPY 5258.00 4.3 -3.4 3.1
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 01/13 JPY 5192.00 4.3 1.9 8.5

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III JP EQ IRL 01/13 JPY 4266.00 5.0 -5.4 3.6
Yuki Mizuho Jpn Dyn Gro JP EQ IRL 01/13 JPY 4574.00 4.8 -3.7 4.1
Yuki Mizuho Jpn Exc 100 JP EQ IRL 01/13 JPY 6718.00 5.1 -5.2 8.0
Yuki Mizuho Jpn Gen JP EQ IRL 01/13 JPY 9059.00 5.7 3.0 10.5
Yuki Mizuho Jpn Gro JP EQ IRL 01/13 JPY 6612.00 5.6 2.1 7.0
Yuki Mizuho Jpn Inc JP EQ IRL 01/13 JPY 7833.00 4.4 0.1 1.9
Yuki Mizuho Jpn Lg Cap JP EQ IRL 01/13 JPY 5208.00 5.0 -2.4 6.0
Yuki Mizuho Jpn LowP JP EQ IRL 01/13 JPY 12065.00 5.4 1.8 7.7
Yuki Mizuho Jpn PGth JP EQ IRL 01/13 JPY 7661.00 4.7 -4.4 3.9
Yuki Mizuho Jpn SmCp JP EQ IRL 01/13 JPY 7337.00 4.7 3.6 12.5
Yuki Mizuho Jpn Val Sel AS EQ IRL 01/13 JPY 5852.00 4.8 0.4 9.1
Yuki Mizuho Jpn YoungCo AS EQ IRL 01/13 JPY 2610.00 3.9 -3.4 6.3
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EU sets timeline
for stress tests

LONDON—European Union au-
thorities intend to publish results of
fresh stress tests on the balance
sheets of the region’s biggest banks
and insurance companies in the
middle of the year.

Tests conducted last year were
criticized by some for being too
weak. After almost all banks were
told they had passed, Irish banks
crumbled under mounting debts and
some banks in other parts of the
euro zone ran into difficulties.

While officials have said that
more stress tests would be con-
ducted, Thursday’s announcements
from the European Banking Author-
ity and the European Insurance and
Occupational Pensions Authority,
two newly created regulatory bod-
ies, provided the first timetables.

The EBA said EU-wide tests
would take place in the first half of
the year, with the results to be pub-
lished in the middle of the year. The
tests will cover a “broadly similar”
group to the 91 banks that were
tested in mid-2010, and the method-
ology and approach would build
upon the measures used then, it
added.

It didn’t say why it wanted to
conduct a fresh round of tests.

Domestic financial regulators,
the European Systemic Risk Board,

the European Central Bank and the
European Commission, the EU’s ex-
ecutive arm, will be involved in the
process, it said.

The EBA said it will separately
initiate a review of liquidity funding
risks across the EU banking sector.
It said it will use the results to in-
form supervisory authorities about
areas of vulnerability.

The second Europe-wide stress
test for the insurance sector is ex-
pected to start at the beginning of
the second quarter, EIOPA said. It
said it wants to “identify and quan-
tify the impact of the different
stress scenarios on an insurer’s fi-
nancial position in an adverse and
very severe economic environment.”
The test will cover at least half of
insurance companies per country,
measured according to gross pre-
mium income.

The Association of British Insur-
ers said the banking and insurance
industries face different issues.

“Stress tests in the banking sys-
tem may well be appropriate, partic-
ularly in the light of the continuing
financial problems faced by that
sector,” a spokesman said. “As re-
gards insurance, it will be important
to design any such tests in a way
which recognizes the long-term na-
ture of the businesses they run and
the fact that they do not face the
same short-term liquidity or credit
issues as banks.”

BY MARGOT PATRICK
AND VLADIMIR GUEVARRA

Commerzbank boosts capital

FRANKFURT—Germany’s Com-
merzbank AG said Thursday it is
raising as much as €626 million
($822 million) in new capital by ex-
changing hybrid bonds for new
shares, resulting in a capital gain
and an increase to its core Tier 1 ra-
tio.

The move makes it the latest Eu-
ropean bank to boost its capital ra-
tio in advance of stricter regulatory
requirements. The bank has been
considering a capital increase for
about a year, but hadn’t been able to
make an outright sale of new shares
because of its depressed share price.

A spokesman said the bank “is
neither planning to raise further eq-
uity capital nor to announce further
capital-raising initiatives in the first
quarter of 2011. We may, however,
consider implementing further capi-
tal measures in the future.”

In the complicated transaction
announced Thursday, Credit Suisse
will buy Commerzbank preferred se-
curities, a type of hybrid capital, on
the market from investors at prices
above current trading but below par
value. Once the tender closes Jan.
21, Credit Suisse will hand over the
tendered instruments to Commerz-
bank and receive shares in return
that it will place with investors.

The new shares, about 118.1 mil-
lion, were placed with investors
Thursday in an accelerated book-
building, at €5.30 a share, giving
Commerzbank around €626 million
in new capital. German insurance

company Allianz SE provided Credit
Suisse with a stock-lending facility
of existing Commerzbank shares. On
the basis of this agreement, inves-
tors were able to borrow Commerz-
bank shares from Credit Suisse until
the delivery of the new shares from
the placement. Allianz still holds
10.3% in Commerzbank following
the sale of Dresdner Bank.

Under new capital requirements
that will be introduced as Basel III,
hybrid instruments can’t contribute
to a company’s core Tier 1 capital,
so by swapping the hybrid capital
for new shares, Commerzbank’s core
Tier 1 capital can be improved.

Basel III regulations, crafted by

the Basel Committee on Banking Su-
pervision, will take effect over the
next several years.

The transaction will increase
Commerzbank’s roughly €6.5 billion
share capital by up to 10%, minus
one share, the bank said. The Ger-
man government, through its Ger-
man Financial Market Stabilization
fund, SoFFin, has committed to
maintain its 25% plus one share
stake by converting silent participa-
tions it holds into shares. SoFFin
plans to keep a blocking minority in
Commerzbank.

People familiar with the matter
said the transaction will result in an
estimated capital gain of at least
€300 million from buying the hybrid
bonds back at a discount. They said
it will add about 0.36 percentage
point to the bank’s core Tier 1 ratio,
lifting it to around 10.25% from
9.89%.

The transaction will take some
€1 billion worth of hybrid debt is-
sued by Commerzbank off the mar-
ket and replace it with 10% minus
one share of equity capital, one per-
son familiar with the matter said.

Several analysts noted that the
transaction, albeit small, makes eco-
nomic sense, as hybrid debt will be
bought back substantially below par
value, while new shares are being
issued at par value.

However, Commerzbank’s actual
challenge of substantially increasing
its capital and repaying government
debt “is still far away,” one analyst
said.

Keefe, Bruyette & Woods ana-
lysts said the repurchase of hybrid
debt “could be lucratively repeated
in the future, perhaps worth a fur-
ther €700 million.” Commerzbank
could seek shareholder approval for
a comprehensive recapitalization at
the next annual meeting and possi-
bly convert further hybrid debt
then, the analysts wrote.

A syndicate of Credit Suisse,
Citigroup Inc., Goldman Sachs
Group Inc. and UBS AG placed the
shares with institutional investors
on Thursday.

—Olaf Ridder in Frankfurt
contributed to this article.

BY HILDE MESSER
AND MARGOT PATRICK

A complicated deal to
exchange hybrid bonds for
shares will raise the bank’s
Tier 1 ratio above 10%.
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In Gujarat state, an Indian test case
Pro-business leader has helped cut red tape to attract investment and spur growth; questions over 2002 bloodshed

AHMEDABAD, India—Western In-
dia’s Gujarat state has transformed
itself into one of the country’s eco-
nomic and export engines by pre-
senting an alternative to the red
tape and widespread corruption that
have stymied big projects elsewhere
in the country, turning it into a
springboard for the apparent na-
tional political ambitions of its con-
troversial leader.

Under the direction of Chief Min-
ister Narendra Modi, Gujarat has
tackled several problems that usu-
ally frustrate both foreign and do-
mestic businesses here. Investors
characterize Gujarat’s civil service as
a disciplined force that approves
land purchases and environmental
permits quickly. The state invests
heavily in modern road and power
infrastructure. It has set up a Web
portal that lets foreign investors
track their government requests and
complain about delays.

“Our progress was not delayed
by even a single day by the govern-
ment,” says Asutosh Shah, managing
director of Duravit India Pvt. Ltd., a
unit of Duravit AG of Germany,
which began making ceramic toilets
and sinks here in September. “It was
a 100% corruption-free process. You
have to experience it to believe it.”

Gujarat boasts India’s two largest
oil refineries as well as manufactur-
ing plants set up by global names
such as General Motors Co. and
Mitsubishi Heavy Industries Ltd. It
has averaged more than 11% eco-
nomic growth in recent years, well
outpacing the national rate. It ac-
counts for 22% of India’s exports de-
spite having just 5% of the 1.2 billion
population.

Gujarat’s approach—mirrored in
a handful of other business-friendly
states such as Tamil Nadu—offers a
model for how India can fulfill its
economic potential in the next de-
cade and pave the way for hundreds
of millions of poor Indians to move
from subsistence living to an indus-
trialized economy that will make In-
dia a more potent rival to China.

“To me, good governance means
minimum government and maximum
governance,” Mr. Modi said at Gu-
jarat’s biennial investment summit
this week. Invitations to the event
went to people from all of India’s 28
states, and the event’s 10,000 at-
tendees, included Indian industrial-
ists Ratan Tata and Mukesh Ambani,
delegates from Indian states and
government officials from more than
70 countries.

Mr. Modi, 60 years old, became
chief minister, the state’s top execu-
tive office, in 2001. The previous
year, Gujarat’s economic output
shrank almost 5%.

His turnaround of the state’s eco-
nomic fortunes has come amid con-
troversy. In February 2002, 58
Hindu pilgrims died in a mysterious
fire aboard the train carrying them
home from a holy site. Hindus be-
lieved Muslims were behind the fire.
The incident sparked a backlash by
Hindu mobs against Muslims. A spi-
ral of sectarian killing left more than
1,000 people dead.

Mr. Modi’s fiercest critics believe
he encouraged or at least counte-
nanced the anti-Muslim violence
through instructions to police to
stand down and allow Hindu funda-
mentalists to carry out attacks.
These allegations are still under in-

vestigation by a special committee
appointed by India’s Supreme Court.
Mr. Modi, who declined repeated re-
quests for an interview, has vigor-
ously insisted he had no role in fo-
menting the riots.

Others say his intense focus on
attracting big business hasn’t bene-
fited ordinary Gujaratis enough for
the state to be considered a positive
example. “He’s consolidated his
power by delivering a dream wish
list to business. But there’s a point
at which governments have a re-
sponsibility to constituents other
than business,” said Mira Kamdar, a
senior fellow at the New York-based
World Policy Institute who is based
in Paris.

Gujarat has made progress in
some human-development areas un-
der Mr. Modi, but like the rest of In-
dia is still struggling to overcome
many poverty-linked problems. Ac-
cording to India’s national family
health survey in 2006, 41.1% of chil-
dren under three years of age in Gu-
jarat were underweight, virtually
unchanged from the 1999 survey and
slightly higher than the national av-
erage of 40.4%. More recent figures
weren’t available.

Still, Mr. Modi’s performance in
delivering economic growth and at-
tracting development has put the
national government on the defen-
sive. Mr. Modi’s BJP, a Hindu nation-
alist party, is the main opposition to
the Congress party that leads the
coalition government in New Delhi.

When Rahul Gandhi, heir to the
Gandhi-Nehru dynasty and a leading
candidate to be the next Congress
prime minister, visited Gujarat in

late November to speak to college
students, he responded to praise of
Gujarat’s economic record by com-
paring Mr. Modi to China’s Mao Ze-

dong. “Many evil leaders have done
great development work,” local news
reports cited him as saying. Stu-
dents believed it was an apparent

reference to the 2002 violence.
Questions about that time will

temper Mr. Modi’s prospects of win-
ning a high-profile national office
based on Gujarat’s economic record,
some observers say. “Modi cannot
be a statesman who would command
respect from all sections of society,”
said political analyst Chintamani
Mahapatra at New Delhi’s Jawahar-
lal Nehru University.

Others say Mr. Modi’s repeated
re-election to office proves the elec-
torate has moved beyond the issues
of his past and is giving him credit
for Gujarat’s development.

Gujarat’s 1,600-kilometer coast-
line—the longest in India—has given
it an advantage over other states,
making it the leading entry port for
crude oil and heavy-industry im-
ports. Mr. Modi’s regime has further
encouraged investment. In 2009, Gu-
jarat set up “special investment re-
gions” where the government re-
serves swaths of land for industries
like petrochemicals or textiles and
then pays for the infrastructure to
be built there.

Among the biggest such projects
is in Dholera, a port south of the
capital of Ahmedabad, where the
state hopes to attract $20 billion in
investments to develop a center for
biotechnology, software develop-
ment and light manufacturing in
coming years. The state has plans to
open an international airport nearby
and add high-speed rail service.

Canada’s Bombardier Inc., which
won a €500 million ($650 million)
contract to manufacture coaches for
New Delhi’s new metro train net-
work, located its production facility
in an industrial park in Gujarat after
scouting several options.

“We were looking at a very rapid
rollout and wanted a government
system that would allow for no
roadblocks,” said Rajeev Jyoti, man-
aging director of Bombardier’s India
transportation subsidiary. After con-
tacting Gujarat in August 2007,
Bombardier got a 20-hectare plot of
land within weeks and set up its en-
tire plant within 15 months, one of
the fastest rollouts in the company’s
history, Mr. Jyoti said.

In some sectors, Gujarat is more
welcoming of foreign firms than the
central government. The state is at-
tracting international solar-power
companies partly because its sub-
sidy regime allows power generators
to purchase their solar panels from
foreign manufacturers; India’s multi-
billion-dollar national solar-power
subsidy program deters foreign par-
ticipation.

Gujarat’s investment in an exten-
sive natural-gas pipeline is what ini-
tially persuaded Duravit, the German
ceramics maker, to set up manufac-
turing for its Indian subsidiary here,
says Mr. Shah, the unit’s managing
director. Natural gas is required in
the production of ceramics.

In 2009, Mr. Shah settled on Gu-
jarat and began identifying possible
sites. He homed in on 16.4 hectares
of land zoned for agricultural uses
about 72 kilometers from Ahmeda-
bad, Gujarat’s largest city. The land
was owned by 21 families, requiring
signatures of 130 people to complete
the sale. The process of signing the
documents and registering the sale
took just three weeks, largely be-
cause of the land-registration de-
partment’s professionalism, he says.

BY GEETA ANAND
AND AMOL SHARMA

Investors credit Gujarat Chief Minister Narendra Modi, seen Wednesday at a
business summit, with building a pro-business state government. But critics say
questions over Hindu-Muslim violence may cloud his national politics potential.
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For information about listing your funds, please contact: Justin Jones tel: +44 0203 426 1167; email: justin.jones@dowjones.com

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the
U.S. Securities and Exchange Commission and aren’t available for sale to United
States citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 01/12 USD 11.69 2.7 10.7 21.6
Am Blend Portfolio I US EQ LUX 01/12 USD 13.85 2.7 11.2 22.4
Am Growth A US EQ LUX 01/12 USD 34.70 3.1 10.2 24.5
Am Growth B US EQ LUX 01/12 USD 28.87 3.0 9.1 23.3
Am Growth I US EQ LUX 01/12 USD 38.78 3.1 11.1 25.6
Am Income A OT OT LUX 01/12 USD 8.84 0.5 9.5 16.6
Am Income A2 OT OT LUX 01/12 USD 21.17 0.6 9.6 16.6
Am Income B OT OT LUX 01/12 USD 8.84 0.5 8.7 15.8
Am Income B2 OT OT LUX 01/12 USD 18.11 0.6 8.8 15.8
Am Income I OT OT LUX 01/12 USD 8.84 0.5 10.1 17.3
Emg Mkts Debt A GL BD LUX 01/12 USD 16.47 0.4 10.9 26.6

Emg Mkts Debt A2 GL BD LUX 01/12 USD 22.68 0.6 10.9 26.7
Emg Mkts Debt B GL BD LUX 01/12 USD 16.47 0.4 9.9 25.5
Emg Mkts Debt B2 GL BD LUX 01/12 USD 21.62 0.5 9.8 25.5
Emg Mkts Debt I GL BD LUX 01/12 USD 16.47 0.4 11.5 27.3
Emg Mkts Growth A GL EQ LUX 01/12 USD 40.15 1.5 13.5 44.3
Emg Mkts Growth B GL EQ LUX 01/12 USD 33.68 1.4 12.4 42.8
Emg Mkts Growth I GL EQ LUX 01/12 USD 44.87 1.5 14.4 45.4
Eur Income A OT OT LUX 01/12 EUR 6.84 0.4 7.2 21.9
Eur Income A2 OT OT LUX 01/12 EUR 14.15 0.6 7.2 22.0
Eur Income B OT OT LUX 01/12 EUR 6.84 0.4 6.5 21.1
Eur Income B2 OT OT LUX 01/12 EUR 13.06 0.6 6.4 21.1
Eur Income I OT OT LUX 01/12 EUR 6.84 0.4 7.8 22.5
Eur Strat Value A EU EQ LUX 01/12 EUR 9.36 4.2 8.6 14.8
Eur Strat Value I EU EQ LUX 01/12 EUR 9.66 4.3 9.4 15.7
Eur Value A EU EQ LUX 01/12 EUR 10.19 4.3 10.0 17.3
Eur Value B EU EQ LUX 01/12 EUR 9.28 4.3 8.9 16.1
Eur Value I EU EQ LUX 01/12 EUR 11.87 4.4 10.9 18.2
EuroZone Strat Val AX EU EQ LUX 01/12 EUR 8.11 3.2 13.7 19.7
EuroZone Strat Val BX EU EQ LUX 01/12 EUR 7.22 3.1 12.6 18.5
EuroZone Strat Val IX EU EQ LUX 01/12 EUR 8.91 3.1 14.7 20.7
Gl Balanced (Euro) A EU BA LUX 01/12 USD 16.50 NS NS NS
Gl Balanced (Euro) B EU BA LUX 01/12 USD 15.91 NS NS NS
Gl Balanced (Euro) C EU BA LUX 01/12 USD 16.32 NS NS NS
Gl Balanced (Euro) I EU BA LUX 01/12 USD 16.92 NS NS NS
Gl Balanced A US BA LUX 01/12 USD 17.77 1.4 6.1 16.3
Gl Balanced B US BA LUX 01/12 USD 16.72 1.4 5.0 15.2
Gl Balanced I US BA LUX 01/12 USD 18.56 1.5 6.8 17.2
Gl Bond A OT OT LUX 01/12 USD 9.47 -0.2 5.5 9.3
Gl Bond A2 OT OT LUX 01/12 USD 17.10 0.0 5.5 9.3
Gl Bond B OT OT LUX 01/12 USD 9.47 -0.2 4.5 8.2
Gl Bond B2 OT OT LUX 01/12 USD 14.82 -0.1 4.4 8.2
Gl Bond I OT OT LUX 01/12 USD 9.47 -0.2 6.0 9.8

Gl Conservative A US BA LUX 01/12 USD 15.48 0.7 5.3 11.4
Gl Conservative A2 US BA LUX 01/12 USD 17.97 0.7 4.8 11.1
Gl Conservative B US BA LUX 01/12 USD 15.47 0.7 4.1 10.2
Gl Conservative B2 US BA LUX 01/12 USD 16.90 0.7 3.8 10.0
Gl Conservative I US BA LUX 01/12 USD 15.57 0.7 5.8 12.1
Gl Eq Blend A GL EQ LUX 01/12 USD 12.57 2.4 5.7 20.2
Gl Eq Blend B GL EQ LUX 01/12 USD 11.68 2.4 4.8 19.0
Gl Eq Blend I GL EQ LUX 01/12 USD 13.37 2.4 6.6 21.1
Gl Growth A GL EQ LUX 01/12 USD 45.96 2.4 7.8 20.9
Gl Growth B GL EQ LUX 01/12 USD 37.97 2.4 6.7 19.7
Gl Growth I GL EQ LUX 01/12 USD 51.45 2.4 8.6 21.9
Gl High Yield A OT OT LUX 01/12 USD 4.68 0.9 13.7 34.0
Gl High Yield A2 OT OT LUX 01/12 USD 10.82 1.0 13.5 34.0
Gl High Yield B OT OT LUX 01/12 USD 4.68 0.9 12.6 32.4
Gl High Yield B2 OT OT LUX 01/12 USD 17.22 1.0 12.5 32.7
Gl High Yield I OT OT LUX 01/12 USD 4.68 0.9 14.3 34.8
Gl Thematic Res A GL EQ LUX 01/12 USD 17.87 2.9 18.0 45.7
Gl Thematic Res B GL EQ LUX 01/12 USD 15.47 2.9 16.8 44.2
Gl Thematic Res I GL EQ LUX 01/12 USD 20.09 2.9 18.9 46.9
Gl Value A GL EQ LUX 01/12 USD 11.86 2.4 4.3 19.8
Gl Value B GL EQ LUX 01/12 USD 10.78 2.3 3.2 18.6
Gl Value I GL EQ LUX 01/12 USD 12.72 2.4 5.1 20.8
India Growth A EA EQ LUX 01/12 USD 144.23 -5.6 10.9 NS
India Growth AX EA EQ LUX 01/12 USD 126.46 -5.6 11.2 47.5
India Growth B EA EQ LUX 01/12 USD 149.54 -5.6 9.8 NS
India Growth BX EA EQ LUX 01/12 USD 106.99 -5.6 10.1 46.1
India Growth I EA EQ LUX 01/12 USD 131.73 -5.6 11.8 48.2
Int'l Health Care A OT EQ LUX 01/12 USD 141.22 3.0 1.3 11.2
Int'l Health Care B OT EQ LUX 01/12 USD 117.89 3.0 0.3 10.1
Int'l Health Care I OT EQ LUX 01/12 USD 155.57 3.1 2.1 12.1
Int'l Technology A OT EQ LUX 01/12 USD 135.93 4.6 23.6 37.0
Int'l Technology B OT EQ LUX 01/12 USD 116.57 4.6 22.4 35.6

Int'l Technology I OT EQ LUX 01/12 USD 153.67 4.7 24.6 38.1
Japan Blend A JP EQ LUX 01/12 JPY 6194.00 3.7 -2.3 10.2
Japan Growth A JP EQ LUX 01/12 JPY 5820.00 3.6 -4.7 5.6
Japan Growth I JP EQ LUX 01/12 JPY 6039.00 3.6 -3.9 6.5
Japan Strat Value A JP EQ LUX 01/12 JPY 6561.00 3.7 0.9 14.9
Japan Strat Value I JP EQ LUX 01/12 JPY 6791.00 3.7 1.7 15.8
Real Estate Sec. A OT EQ LUX 01/12 USD 16.78 0.8 16.7 30.2
Real Estate Sec. B OT EQ LUX 01/12 USD 15.17 0.7 15.4 28.8
Real Estate Sec. I OT EQ LUX 01/12 USD 18.18 0.8 17.6 31.2
Short Mat Dollar A US BD LUX 01/12 USD 7.44 0.3 4.2 7.9
Short Mat Dollar A2 US BD LUX 01/12 USD 10.30 0.4 4.3 7.9
Short Mat Dollar B US BD LUX 01/12 USD 7.44 0.3 3.7 7.5
Short Mat Dollar B2 US BD LUX 01/12 USD 10.20 0.3 3.8 7.5
Short Mat Dollar I US BD LUX 01/12 USD 7.44 0.3 4.7 8.5
US Thematic Portfolio A EUR H US EQ LUX 01/12 EUR 19.39 3.3 NS NS
US Thematic Portfolio B EUR H US EQ LUX 01/12 EUR 19.29 3.3 NS NS
US Thematic Portfolio C EUR H US EQ LUX 01/12 EUR 19.35 3.3 NS NS
US Thematic Portfolio I EUR H US EQ LUX 01/12 EUR 19.47 3.3 NS NS
US Thematic Research A US EQ LUX 01/12 USD 10.79 3.2 24.6 23.6
US Thematic Research B US EQ LUX 01/12 USD 9.83 3.1 23.3 22.4
US Thematic Research I US EQ LUX 01/12 USD 11.71 3.3 25.5 24.6

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 11/16 GBP 8.47 2.8 3.6 14.9

FUND SCORECARD
EUR Aggressive Allocation
Funds that have a mandate to balance equity and bond investments for Euro-based investors. The equity
component does not exceed 75%. Ranked on % total return (dividends reinvested) in U.S. dollars for one
year ending January 13, 2011

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

2 BBR Europe BBR Rogier EURFRA 1.18 33.00 26.68 0.55

5 Pioneer Pioneer EURDEU -0.68 28.87 24.49 7.64
Investments Substanzwerte Investments KAG mbH

2 Robeco Robeco Luxembourg EURNLD 3.89 26.55 24.25 0.19
Dynamic-Mix S.A.

5 GAP Universal-Investment EURDEU 3.13 25.41 27.92 NS
Portfolio UI GmbH

4 PremiumStars Allianz Global EURDEU 1.74 24.74 23.43 2.44
Chance Investors KAG mbH

3 AEGON AEGON Investment EURNLD 4.20 24.52 27.73 NS
Dynamic Fund 9 Management B.V.

1 Danske Danske Invest S.A EURLUX 2.91 24.13 35.51 0.65
Invest FoF European C

4 AEGON AEGON Investment EURNLD 3.67 23.60 25.48 NS
Dynamic Fund 8 Management B.V.

5 Argentum Metzler Investment EURDEU 2.36 22.97 16.14 NS
Performance Navigator GmbH

NS Mozart piano Security EURAUT 2.47 21.93 38.31 NS
forte T Kapitalanlage AG

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

Phone: +44 (0)203 107 0038; Fax: +44 (0)203 107 0001
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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 11/30 USD 2299.33 28.6 51.1 47.6

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A OT OT CYM 11/30 EUR 101.66 1.9 1.9 2.3
D'Auriol Opp F3 EUR OT OT CYM 10/29 EUR 966.94 -2.2 -2.7 -3.3

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

n HORSEMAN CAPITAL MANAGEMENT LTD.
T: +44(0)20 7838 7580, F: +44(0) 20 7838 7590, www.horsemancapital.com
Horseman EmMkt Opp EUR GL EQ USA 01/31 EUR 187.60 -23.2 -21.7 -7.7
Horseman EmMkt Opp USD GL EQ USA 01/31 USD 194.78 -24.5 -22.7 -9.1
Horseman EurSelLtd EUR EU EQ GBR 12/31 EUR 225.93 15.8 15.8 3.9
Horseman EurSelLtd USD EU EQ GBR 12/31 USD 240.24 19.0 19.0 5.1
Horseman Glbl Ltd EUR GL EQ CYM 12/31 USD 390.92 5.4 5.4 -10.9
Horseman Glbl Ltd USD GL EQ CYM 12/31 USD 390.92 5.4 5.4 -10.9

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

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

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

n HSBC Portfolio Selection Fund
GH Fund AP OT OT GGY 04/30 EUR 120.82 3.5 -13.4 -3.8
GH Fund CHF Hdg OT OT GGY 11/30 CHF 113.60 3.1 3.7 6.4
GH Fund EUR Hdg (Non-V) OT OT GGY 04/30 EUR 109.43 2.9 -15.9 -5.9
GH Fund GBP Hdg OT OT GGY 11/30 GBP 136.36 3.8 4.5 7.3
GH Fund Inst USD OT OT GGY 11/30 USD 115.87 4.3 4.9 7.7
GH FUND S EUR OT OT CYM 11/30 EUR 133.55 5.0 5.7 8.5
GH FUND S GBP OT OT GGY 11/30 GBP 138.87 5.4 6.1 8.4
GH Fund S USD OT OT CYM 11/30 USD 156.57 4.9 5.5 8.7
GH Fund USD OT OT GGY 11/30 USD 281.79 3.5 4.1 7.2
Hedge Investments OT OT JEY 08/31 USD 139.81 NS 4.8 7.9
Leverage GH USD OT OT GGY 11/30 USD 125.01 5.0 6.1 12.2
MultiAdv Arb CHF Hdg OT OT JEY 11/30 CHF 96.14 1.9 2.4 6.4
MultiAdv Arb EUR Hdg OT OT JEY 11/30 EUR 105.19 2.4 3.0 7.3
MultiAdv Arb GBP Hdg OT OT JEY 11/30 GBP 113.50 2.5 3.1 7.5
MultiAdv Arb S EUR OT OT CYM 11/30 EUR 113.86 3.7 4.3 8.8
MultiAdv Arb S GBP OT OT CYM 11/30 GBP 119.37 3.9 4.5 8.8
MultiAdv Arb S USD OT OT CYM 11/30 USD 129.98 3.5 4.1 8.9
MultiAdv Arb USD OT OT JEY 11/30 USD 198.02 2.3 2.8 7.6

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

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 12/31 USD 440.69 19.5 19.5 51.5
Antanta MidCap Fund EE EQ AND 12/31 USD 888.10 25.1 25.1 75.1
Meriden Opps Fund GL OT AND 12/29 EUR 44.43 -25.9 -25.9 -28.5
Meriden Protective Div GL EQ AND 09/01 EUR 79.14 NS NS NS

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

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR Cls H GL OT CYM 09/30 EUR 1049.82 11.2 8.1 NS
Winton Evolution GBP Cls G GL OT CYM 09/30 GBP 1056.92 11.4 8.3 NS
Winton Evolution USD Cls F GL OT CYM 09/30 USD 1332.74 11.3 8.3 3.5
Winton Futures EUR Cls C GL OT VGB 11/30 EUR 216.69 14.2 14.2 4.5
Winton Futures GBP Cls D GL OT VGB 11/30 GBP 234.75 14.4 14.4 4.8
Winton Futures JPY Cls E GL OT VGB 11/30 JPY 15315.25 15.5 15.5 4.2
Winton Futures USD Cls B GL OT VGB 11/30 USD 771.55 14.4 14.4 4.5

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 OT GBR 12/31.00 USD1464.76 7.4 -12.7 -6.5

Lehman’s new
recovery view
is $60.1 billion
for creditors

Lehman Brothers Holdings Inc.
increased its estimate of how much
its creditors will recover to
$60.1 billion and said it expected to
file a new plan to disperse its assets
within seven to 10 days, nearly
2½ years after the investment bank
filed for Chapter 11 protection in the
largest bankruptcy ever.

Lehman President and Chief Op-
erating Officer John Suckow, in
Manhattan bankruptcy court on
Thursday, said the amended plan in-
volves “many architects” and will
reflect a series of compromises
among creditors who think the in-
vestment bank should be treated as
a single entity and others who think
it should be handled as many differ-
ent subsidiaries.

Lehman estimates that it will
likely have $322 billion in allowed
claims against the estate, with
$272 billion from the parent com-
pany and about $50 billion from its
various subsidiaries.

The bank increased the expected
net recovery for creditors by
$2.6 billion from the $57.5 billion it
estimated in a September court pre-
sentation.

As recently as April 14, parties
had filed for $1.162 trillion of
claims. Many of those, however,
were duplicates or errors.

BY JOSEPH CHECKLER

Spanish shares
climb for third day

Spanish stocks surged again, led
by gains for banks after a successful
government bond auction, while
other European markets finished
mixed.

The Stoxx Europe 600 index fell
0.6% to close at 284.04, while the
IBEX 35 index jumped 2.7% to
10370.80 in Madrid after the Span-
ish government sold about €3 billion
($3.94 billion) of five-year bonds at
yields below levels in the secondary
market. Yields have climbed sharply,
however, from its last five-year sale.

Italy also completed a closely
watched bond auction, selling €6
billion of debt. The sales boosted
the euro.

U.S. stocks fell on disappointing
economic data, but the European
bond auctions helped keep losses in
check. The Dow Jones Industrial Av-
erage was down 0.4% lower at
11707.34 in late-afternoon trade.

Merck slumped 6.7% after its re-
searchers halted one of two major
studies of its experimental anticlot-
ting drug vorapaxar and made sig-
nificant changes to the other, throw-
ing into doubt the future of one of
the most important medicines in its
product pipeline.

The Spanish stock index has ad-
vanced sharply in the last three ses-
sions, helped by successful debt
auctions at home and in Portugal,

supportive comments from China
and Japan, and an apparent willing-
ness by European politicians to
tackle the sovereign-debt crisis.
Banco Santander rose 4.8%, and
Banco Bilbao Vizcaya Argentaria
jumped 6.3%.

Financial stocks gained ground
across most of the rest of Europe as
well. In Paris, Société Générale ad-
vanced 4.5% and BNP Paribas
added 2.9%, helping the CAC 40 in-
dex rise 0.8% to 3974.83, its highest
close since April 26, 2010. French
banks are seen as some of the most
exposed to economies on the pe-
riphery of the euro zone.

A notable exception was Ger-
many’s Commerzbank. It dropped
1.2% in Frankfurt after the bank said
it plans to increase its share capital
by as much as 10%. The fall kept a
lid on the performance of the Ger-
man DAX 30 index, which finished
up just 0.1% at 7075.11.

The U.K.’s FTSE 100 closed 0.4%
lower at 6023.88.

Decisions by the Bank of England
and the European Central Bank to
keep interest rates unchanged had
little effect on stocks, as the mar-
kets had anticipated those decisions.
However, ECB President Jean-
Claude Trichet emphasized that the
central bank would be closely moni-
toring inflation.

“While Trichet was rather close-
lipped on the sovereign-debt crisis
and possible new measures by EU

leaders in the coming weeks, he
sent a slightly more hawkish mes-
sage on monetary policy,” said
Carsten Brzeski of ING. “According
to the ECB, interest rates remain
‘still’ appropriate, suggesting that
this is not self-evident anymore.”

In Milan, the FTSE MIB index
gained 0.9% to close at 21308. Fon-
diaria Sai soared more than 17% af-

ter French insurer Groupama ex-
pressed an interest in acquiring a
stake of as much as 20% in the Ital-
ian car insurer.

The euro extended its gains
against the dollar and the yen after
the single currency’s surge Wednes-
day. In afternoon trade, the euro
was at $1.3347, up from $1.3133 in
late New York trade Wednesday.

BY SIMON KENNEDY
AND TOBY ANDERSON




