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Dutch utilities help police
weed out pot farmers who
steal electricity. Page 33

Editorial
& Opinion

How U.S. protectionism is
destroying American jobs.
Page 11

Jump in manufacturing
lifts global recovery hopes

Factory activity ratcheted
up world-wide in December,
providing a boost of momen-
tum to manufacturers heading
into the new year.

An index of euro-zone
manufacturing activity rose to
57.1 from 55.3 in November,
according to Markit Econom-
ics. Readings above 50 indi-
cate expansion.

In the U.S., a similar index
increased to 57 in December
from 56.6 the prior month, ac-
cording to the Institute for
Supply Management’s survey
of purchasing managers. And
in Asia, factory activity re-

mained strong, although
growth slowed in China and
India.

“You’re getting a pretty
consistent message that out-
put’s accelerating,” said David
Hensley, a J.P. Morgan Chase
Bank analyst. Concerns about
a manufacturing slowdown
don’t appear to be coming to
fruition, Mr. Hensley said.

New orders were also up, a
good indication that manufac-
turing will remain strong into
this year.

In Europe, new orders
grew at the fastest rate since
April, led by Germany, the
Netherlands, Austria and
France. Export orders in-
creased at the fastest pace for

seven months, with the ex-
pansion particularly rapid in
Germany and France.

Manufacturing firms are
responding by hiring workers,
with jobs growth at its high-
est since October 2000, al-
though job losses continued
in Spain and Greece.

German manufacturing ac-
tivity was once again the
strongest in the euro zone,
with the PMI rising to 60.7
from 58.1 in November, its
highest level since July.

But there were signs that
some of the region’s weaker
economies were beginning to
share in the manufacturing
expansion. Ireland’s PMI rose
for the third straight month,

to 52.2 from 51.2 in Novem-
ber, while Spain’s PMI rose to
51.5 from 50.0.

Among other euro-zone
economies, Italy’s manufac-
turing PMI rose to 54.7 from
52.9, while the PMI for
France’s manufacturing sector
fell to 57.2 from 57.9.

Activity continued to de-
cline in Greece, where the
PMI fell to 43.1 from 43.9 in
November, its lowest level
since August.

“Germany remained the
star performer, seeing near-
record growth,” said Chris
Williamson, an economist at
Markit. “However, welcome
signs of recoveries were also
evident in the periphery,

where export sales helped
boost output growth.”

In the U.S., meanwhile,
economists viewed the strong
manufacturing performance
as a bright sign for future
economic performance, de-
spite factories’ relatively
modest weighting in total U.S.
output.

“We saw significant recov-
ery for much of the U.S. man-
ufacturing sector in 2010,”
said Norbert Ore, who directs
the ISM’s survey. “Manufac-
turers that export have bene-
fited from both global de-
mand and the weaker dollar.”

Mr. Ore expects a good
start to the new year. “De-

Please turn to page 7

BY SARA MURRAY
AND PAUL HANNON

Fast start
for stocks
on 2011
optimism

European stocks climbed
on the first trading day of
2011 amid optimism over glo-
bal growth.

The German DAX 30, the
strongest of the region’s main
markets last year, rose 1.1% to
6989.74, while the Paris CAC
40 surged 2.5% to 3900.86.
London markets were closed.

On Wall Street, U.S. stocks
rallied to two-year highs and
added to gains after a gauge
of manufacturing rose in De-
cember and construction
spending rose more than ex-
pected in November. Bank of
America jumped on a bad-
loan settlement with Fannie
Mae and Freddie Mac.

French banking stocks, one
of 2010’s laggards, jumped.
Société Générale climbed 3.8%
and BNP Paribas gained 3.6%.

But Piraeus Bank, Greece’s
fourth-largest lender, said its
long-awaited €800 million
rights issue will be priced at a
sharper-than-expected dis-
count.

Fiat CEO Sergio Marchionne, right, at the Milan bourse for the start of trading in Fiat Industrial, Monday, says the firm could lift its stake in Chrysler. Article on page 25

Fiat weighs increase in Chrysler stake

European Pressphoto Agency

� Stocks rally in first trading
session of new year ............. 27
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PAGE TWO

Two enemies who need each other

The Christmas
truce is over and
the battle between
the financial
markets and the
euro-zone

managers resumes. If
understanding your enemy is
essential to victory, the euro zone
starts at a disadvantage. The
disparate group that makes up the
euro-zone general staff just
doesn’t understand how markets
work. So when German Chancellor
Angela Merkel and French
President Nicolas Sarkozy
announced that starting with the
2013 campaign they would inflict
losses on investors, they were
surprised that the counterattack
took the form of a selloff of bonds
and a rise in interest rates.

Now the battle
recommences—between enemies
who fail to realize that they need
each other. The euro-zone army
needs the market to provide
capital, and the markets need the
euro-zone generals to provide
certainty and stability so that
they can invest in relative safety.

End of military analogies.
Investors are about to be called
on by euro-zone borrowers to
cough up record amounts of
capital. European governments
have to roll over about €555
billion ($742 billion) in debt in
this new year, with euro-zone
countries expected to borrow
some €80 billion this month
alone. The euro-zone bailout
facility will be in the market for
an additional €13 billion to fund
its Irish adventure. All in all,
forecasts Royal Bank of Scotland
Group, European governments’
gross debt issuance this year will
come to €814 billion, 10% of it in
January alone. All in addition to
some €400 billion European banks
are expected to need in the first
half of this year.

Break that down and the
vulnerability of the euro zone
becomes even clearer. Portugal,

which found a cut in its credit
rating in its Christmas stocking,
needs €20 billion, and seems
likely, despite the denials of
Minister of the Presidency Pedro
Silva Pereira, to tap the euro-zone
bailout fund, even if China does
take up €5 billion in bonds and
Brazil picks up a billion or so
more. The euro-zone bailout fund
can easily handle a sum of that
size. But Spain will need an
estimated €80 billion, and that’s
real money.

The problem is exacerbated by
leapfrogging. Every borrower
wants to beat other borrowers to
the market. That should make
January and indeed the entire
first quarter of this year very
difficult for all borrowers, and
drive up borrowing costs even for
sounder borrowers such as
Germany and France, which
between them will be issuing
€380 billion in bonds this year.
Indeed, next week will tell us a
lot. It should witness several
auctions of government bonds at
which investors will provide an

indication of the interest rates
they are likely to demand the rest
of this year.

As they rang out the old year,
euro-zone policy makers agreed
on one thing: They had
communicated poorly with the
markets in 2010. There is some
truth in that self-analysis, but
only some. The fact is that they
perfectly communicated their
inability to agree on a policy for
coping with the problem initiated
by Greece’s inability to fund its
deficits. Some prescribe austerity,
while others argue that such
austerity will only produce a
downward spiral of recession and
eventual default. Some want the
European Central Bank to buy
more of the sovereign bonds that
the market will absorb only at
ruinously high interest rates,
others want the bank to remain
independent of the political
problems of euro-zone members
and concentrate on controlling
inflation. Some want private
investors to visit the barber
before the euro zone tidies up the
finances of unkempt members,
others say the threat of such
haircuts will only make the
ultimate bailout more costly.
Some speak of sovereign defaults,
but only in a whisper.

Given the sad state of
economic theory as a guide to
practical policy, these differences
are understandable. But two areas

of agreement have emerged from
the squabbling. The first is that
there is no solution to the euro-
zone crisis that does not include
policies for stimulating growth in
the periphery to match the rates
in Germany and France. Portugal
and Spain cannot avoid default or
bailouts if they don’t rack up
significant economic growth. Just
imagine the terms on which they
would be able to borrow if their
economies were growing at an
annual rate of, say, 4%.

The good news is that there is
renewed interest in peeling back
the labor market restrictions, the
barriers to new entrepreneurial
ventures, the webs of regulations
that stifle growth. The bad news
is that such renewed interest is
crashing against the Brussels
inclination to tax and regulate.
The cost of running the EU has
gone up; the European Parliament
is calling for a eurotax; new
regulations that seem set to
hobble the financial sector,
misunderstood and loathed by
market haters in Europe, are
being implemented. In short,
there is an absence of what Tony
Blair called “joined up
government”—a linkage of all
policies to the one overwhelming
need, in this case economic
growth. But at least there are now
voices calling for just such
linkage.

The second area of agreement
is that it is no longer possible to
combine uniform monetary policy
with 16—17, now that Estonia has
signed on—separate fiscal
policies. Some form of fiscal union
is required if the euro is to be
saved from the dustbin of history.
Agreeing on the form of that
closer union is the most urgent
task facing the various players in
the multidimensional game of
europolitics. A series of difficult
auctions next week, with interest
rates climbing, might just speed
agreement, giving investors some
of the certainty they crave and
euro-zone governments the cash
they need.

—Irwin Stelzer is a director
of economic-policy studies

at the Hudson Institute.

Portugal’s Minister of the Presidency Pedro Silva Pereira.
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BY IRWIN STELZER

ONLINE TODAY

There is an absence of what
Tony Blair called ‘joined up
government’—a linkage of
policies to one need.
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Autos

n German auto maker Volks-
wagen says its board agreed to ex-
tend the contract of chief execu-
tive Martin Winterkorn through
the end of 2016. The decision
should allow Winterkorn to pre-
side over VW’s planned merger
with Porsche.

n A U.S. court last week dis-
missed a lawsuit filed against
Porsche Automobil Holding by
U.S. hedge funds, removing a ma-
jor roadblock for the sportscar
maker’s planned merger with
Volkswagen.

n Registrations of new cars in
France declined by 0.7% in Decem-
ber compared to the same month
of 2009, making a contraction for
the market of 2.2% for the full
year, according to industry data.
December’s registrations were
propped up by a last-minute rush
to take advantage of a govern-
ment scrapping bonus scheme
that ended Dec. 31.

n Fiat Chief Executive Sergio
Marchionne said he doesn’t plan
to merge operations with Chrysler
Group, but said the Italian firm
could lift its 20% stake in the U.S.
auto maker to over 50% in 2011 if
Chrysler returns to the stock mar-
ket. Marchionne reiterated previ-
ous remarks that Chrysler’s initial
public offering may take place in
the second half of this year.
n Fiat also completed its division
into two companies to allow its
car and truck businesses to pur-
sue separate development strate-
gies. Fiat Industrial controls the
trucks and tractors units Iveco
and CNH Global, while Fiat com-
prises the passenger car opera-
tions.

n South Korea’s Hyundai Motor
Group is targeting 10% growth in
vehicle sales globally this year as
it steps up efforts to sharpen its
competitive edge through a focus
on product quality and safety.
Hyundai Motor Group, the world’s
No. 5 auto maker by sales, is aim-
ing for affiliates Hyundai Motor
and Kia Motors to sell 6.33 million
units in 2011, up from an esti-
mated 5.75 million units in 2010,
group Chairman Chung Mong-koo
said.

i i i

Banks

n Bank of America agreed to pay
$2.8 billion to Fannie Mae and
Freddie Mac to buy back soured
mortgages, and expects to take a
provision of about $3 billion in
the fourth quarter to cover the re-
purchase cost. The move repre-
sents the latest effort at the larg-
est U.S. bank by assets to put
behind it the issue of sloppy un-
derwriting at Countrywide Finan-
cial, the giant mortgage originator
Bank of America bought in 2008.

n Portugal’s government injected
€550 million ($735.4 million) into
state-owned bank Caixa Geral de
Depositos to boost its solvency
and help maintain its credit rat-
ings, the bank said in a regulatory
filing. The bank issued 110 million
new shares, allowing it to boost
its Tier 1 capital ratio to close to
9% of risk-weighted assets at the
end of 2010, in line with new
Basel III capital requirements.

n Piraeus Bank, Greece’s fourth-
largest lender, said its long-
awaited €800 million ($1.07 bil-

lion) rights issue will be priced at
€1 a share, representing a
sharper-than-expected 43% dis-
count to its recent share price and
suggesting underwriters feared a
lack of investor appetite.

i i i

Chemicals

n Royal Vopak, the Dutch oil and
chemicals storage company, said
Eelco Hoekstra started as Chief
Executive Officer on Jan 1. He fol-
lows John Paul Broeders, who will
leave the company to become
chairman of the executive board
of SHV Holdings, a privately-
owned trading company.

i i i

Conglomerates

n Warren Buffett’s investment
holding company, Berkshire Hath-
away Finance, is the first high-
grade corporate issuer out of the
gate in 2011, filing papers to sell
$1.5 billion of three- and 10-year

senior unsecured notes. The three-
year piece will consist of fixed or
floating-rate notes or a combina-
tion of the two, while the 10-year
piece will have a fixed rate.

n Hutchison Whampoa said it
plans to spend 5.7 billion Hong
Kong dollars (US$733.4 million) to
raise its controlling stakes in
ports in Hong Kong and Shenzhen,
underscoring its optimism about a
continued recovery in the con-
tainer shipping market.

n Korea Development Bank Chief
Executive Min Euoo-sung said
two to three major corporations
have expressed interest in acquir-
ing a controlling stake in Korea
Express, South Korea’s largest lo-
gistics company by revenue. Min
said the sale will start early this
year, though he didn’t identify the
firms that have expressed interest.
n Separately, Min said the firm
will decide on a timeline for the
sale of its stake in Daewoo Ship-
building & Marine Engineering,

adding that there is no reason for
the firm to wait on the process.

i i i

Consumer products

n Clorox projected fiscal second-
quarter results that are sharply
below Wall Street’s estimates, as
the company said the economic
environment has remained chal-
lenging and product categories in
the U.S. have remained soft. Clo-
rox also cited continued fallout
from Venezuela’s currency devalu-
ation last year.

i i i

Energy

n Norway’s Seadrill said it will
buy two ultra-deepwater, semi-
submersible drilling rigs, one of
which is under contract to Mex-
ico’s Pemex, for approximately
$1.2 billion. The rigs, Seadragon I
and Seadragon II, are being con-
structed at Singapore’s Jurong
Shipyard, and are expected to be

delivered in the first and fourth
quarter of 2011, respectively.

n Contract driller Noble said
Marathon Oil is terminating a
four-year contract, worth about
$752 million in backlog, to lease
an ultra deep-water rig in the U.S.
Gulf of Mexico.

n Chinese scientists have mas-
tered the technology for repro-
cessing nuclear fuel, potentially
yielding additional power sources
to keep the country’s economy
booming, state television re-
ported.

i i i

Financial services

n French lender BNP Paribas de-
nied reports that two recently fro-
zen funds have been hit by re-
demptions, saying there aren’t
any liquidity issues and the deci-
sion to freeze them is purely ad-
ministrative. The decision to
freeze the funds, which was an-
nounced to investors in December,
is a technical step to allow the
transfer to a new manager, a
spokeswoman said.

n German reinsurer Munich Re
said major global catastrophes
last year cost around $130 billion,
putting 2010 among the six most
loss-intensive years for the insur-
ance industry since 1980. Of the
total losses, around $37 billion
were insured, the company said.

n New China Life Insurance, the
country’s third-largest insurer by
market share, plans to launch an
initial public offering in Shanghai
and Hong Kong as early as the
second quarter, a report said, cit-
ing a person it didn’t identify.
Bankers have said the size of the
offering could be US$3 billion to
US$4 billion, likely making it one
of the biggest deals of the year.

i i i

Media

n French publishing group
Lagardère said it is in exclusive
talks with U.S.-based Hearst over
the possible sale of its interna-
tional magazines unit. Hearst is
looking to acquire Lagardère’s glo-
bal magazine portfolio of 102
magazine editions, 50 websites
and digital operations outside of
France, according to a person fa-
miliar with the matter.

i i i

Metals and mining

n India’s largest-ever foreign-in-
vestment proposal caught a tail-
wind when a federal panel ap-
proved a plan by South Korea’s
Posco to build a $12 billion steel
project in eastern India.

i i i

Technology

n Goldman Sachs Group and Rus-
sia’s Digital Sky Technologies have
invested $500 million in Face-
book, a deal that gives the social-
networking site a valuation of $50
billion, people familiar with the
matter said. Goldman has put in
$450 million, but is expected to
sell $75 million of that stake to
Digital Sky shortly, the people
said.

BUSINESS WATCH

WSJ.com
To read more about these items,
and for all the latest breaking
news, go to WSJ.com/BusinessA man boards a bus after purchasing a big-screen television in the Oxford Street shopping district in central London, one

day before the value-added tax rate in the U.K. is set to rise to 20% from 17.5%. The U.K.’s VAT rate last rose in 1991.

Britons buy big items day before VAT rate rises

AFP/Getty Images
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THE YEAR AHEAD

What the world can expect in 2011
EUROPE

Soldier on, or take
bear by the horns?

Europe in 2011 will be dominated
by the issue that made 2010 so tur-
bulent: the euro-zone debt crisis.
Although a trillion dollars in gov-
ernment rescue funds have been set
aside for the common currency’s
weaker economies and bailouts
have been put in place for Greece
and Ireland, few think the turmoil is
over.

Initially, the focus of financial
markets will likely turn to Portugal,
which suffers from high debt and
low growth, and then perhaps to
Spain. Late last year, concerns
emerged about Italy and Belgium.

The big question is whether gov-
ernments, individually and collec-
tively, will try to muddle through,
as they tried for most of 2010, or
make a more ambitious effort to
change market sentiment.

The social price of government
austerity and slow growth will con-
tinue to be felt, both inside the euro
zone and beyond, including in the
U.K., where government spending
cuts will start to bite. Opposition to
cuts could spill into street protests
in several countries.

Few major elections are sched-
uled to take place in 2011, though
they could be triggered in countries
with weak or minority govern-
ments, such as Italy and Spain.
Elsewhere, Russia watchers will be
keeping an eye on Moscow as it
continues to woo its neighbors to
the west.

—Stephen Fidler

GLOBAL ECONOMY

A fine balance in a
two-speed world

Global exports and imports plum-
meted during the financial crisis as
consumers held on to cash, financ-
ing became scarce and businesses
cut production. Now, the disconnect
between developed and emerging
(booming) economies is heightening
trade tensions.

The U.S., Europe and Japan con-
tinue to struggle with too-low infla-
tion, lackluster domestic demand
and high unemployment. Developing
nations face strong growth and too
much inflation.

High on the 2011 agenda: a global
push to rebalance the world econ-
omy so fast-growing nations con-
sume more at home and rely less on
exporting to consumers abroad. The
hope is that expanding middle
classes in China, India and other
developing economies will buy
more.

Currency policy remains a flash
point. The U.S. and others want
China to let its currency rise, brak-
ing its exports and its overheating
economy, while giving exporters in
the U.S. and Europe a better shot at
boosting their own sales. Other de-
veloping economies, not only in
Asia but around the world, worry
about letting their currencies climb
unless China moves, too.

U.S. lawmakers are threatening to
impose penalties or tariffs on China
if it doesn’t allow the yuan to con-
tinue to climb. With U.S. unemploy-
ment projected to remain high for
years, trade tensions are almost cer-
tain to persist, even if Congress ap-

proves a pending U.S.-South Korea
free-trade pact.

—Sudeep Reddy

U.S. POLITICS

You go first.
No, no, after you

The 2012 presidential race is set
to attract a slew of Republicans ea-
ger to take on a battered but still
largely popular incumbent.

Yet none of the dozen or so po-
tential Republican challengers to
President Barack Obama—among
them Mitt Romney, Tim Pawlenty,
Mike Huckabee, Sarah Palin, Newt
Gingrich and Mike Pence—have
made a formal step toward running
yet. Some say they won’t decide un-
til at least April, while others may
not jump in until autumn, a much
later start than in recent years.

Republican contenders want to
see what happens as GOP congres-
sional leaders face off with Presi-
dent Obama and the weakened
Democrats, starting this month.
Partisan battles in Congress over
spending, tax policy and the fate of
the Obama health-care overhaul
may do as much as anything to
shape the race.

Possible GOP challengers are
keenly aware of one irony: Republi-
can successes in Congress this year
could work in Mr. Obama’s favor, es-
pecially if the president has a hand
in trimming the deficit and revital-
izing the economy.

Independent voters appear eager
to see him working with Republi-
cans on vital issues. No indicator
will be more important, of course,
than the unemployment rate, still
over 9%.

Mr. Obama enters the early run-
ning for 2012 in pretty good shape.
A recent Wall Street Journal/NBC
News poll put him up by seven per-
centage points over Mr. Romney,
the former Massachusetts governor,
and by 22 points over Ms. Palin, the
former Alaska governor.

The Iowa caucuses, the first con-
test of the 2012 elections, aren’t
scheduled to take place until Febru-
ary of next year, but already there
are rumblings about moving the
date up to January.

—Neil King Jr.

WAR

Melting snows and
fractious partners

The last U.S. soldiers are ex-
pected to withdraw from Iraq this
year, and the pullout of American
troops from Afghanistan is set to
begin. While the American military
role in Iraq has already shrunk, with
Iraqi security forces fighting the re-
mains of the insurgency largely on
their own, there is no sign yet of
such a turnaround in Afghanistan.

Last year was the deadliest year
for U.S.-led coalition troops in Af-
ghanistan. American and allied
forces have claimed success in clear-
ing Taliban strongholds in southern
Afghanistan, but coalition com-
manders caution that the impact of
these offensives won’t be known un-
til the new fighting season starts in
March.

The pace of the U.S. troop with-
drawal, set to begin in July, and of
the planned handover of Afghan
districts and provinces to Afghan

security control, will depend on
how high insurgent violence spikes
again once the snows melt in the
spring.

In both countries, the U.S. will
have to deal with fractious, often
dysfunctional administrations. It
has taken months for Iraqi Prime
Minister Nouri al-Maliki to form a
government, and many are already
predicting a collapse of his un-
wieldy coalition, especially if the
long-running dispute with the au-
tonomous Kurdish government in
the north over contested oil fields
flares again.

Iraq, at least, has hopes of an
economic boom, thanks to an ex-
pected surge in oil revenues. In Af-
ghanistan, it is foreign aid that
keeps the economy afloat, and wide-
spread government corruption is ex-
pected to remain a major irritant in
President Hamid Karzai’s relations
with Washington.

A new Afghan parliament, start-
ing in late January, is likely to be-
come another thorn in Mr. Karzai’s
side, possibly emerging as a serious
center of opposition to his rule.

—Yaroslav Trofimov,
Sam Dagher

NUCLEAR THREAT

Two familiar
players playing a
close game

U.S. lawmakers’ December pas-
sage of the Strategic Arms Reduc-
tion Treaty with Russia was an im-
portant advance in President
Obama’s push for global nuclear dis-
armament. But it’s just the first in a
series of U.S. initiatives to limit the
threat of atomic weapons.

In the coming year, the Obama
administration says, it will advance
two key nonproliferation treaties
that have stagnated: the Compre-
hensive Test Ban Treaty, which
bans any future atomic weapons
tests, and the Fissile Material Cut-
off Treaty, which also prohibits the
production of highly enriched ura-
nium.

President Bill Clinton signed the
CTBT in 1996 but failed to get Sen-
ate ratification. George W. Bush’s
administration introduced a plan in
2006 to globally ban the production

of weapons-grade nuclear materials,
but the U.S. has faced stiff resis-
tance from countries such as Paki-
stan. The advances of Iran’s and
North Korea’s nuclear programs
could doom the White House’s
agenda.

The U.S. is scheduled to hold new
disarmament talks with Iran late
this month, but Tehran has indi-
cated no willingness to stop produc-
ing nuclear fuel.

Pyongyang, meanwhile, has ex-
panded its own nuclear infrastruc-
ture in recent years and has devel-
oped a new uranium-enrichment
facility.

The potential ascension of two
new nuclear-weapons states could
fuel new arms races in the Middle
East and Asia, and deal a poten-
tially fatal blow to the U.N.’s Nu-
clear Nonproliferation Treaty. Both
Iran and North Korea were initial
signatories.

—Jay Solomon

TECH

An Apple a day and
Android dreams

Internet innovations redistrib-
uted more wealth in 2010, led by a
mobile model likely to keep reshap-
ing high tech’s power structure in
the new year.

The most potent symbol is once-
fading Apple Inc., now the world’s
most valuable technology company
because Chief Executive Steve Jobs
found ways to reinvent the cell-
phone and the tablet-style com-
puter. Such portable products have
emerged as the central battle-
ground in technology, pushing the
personal computer to the periph-
ery.

Dozens of companies are racing
to emulate the iconic iPhone and
iPad, while hundreds more rush to
develop games and other apps to
run on mobile hardware. Many are
exploiting the free Android soft-
ware developed by Google Inc.,
which is recycling some of the ad
revenues it siphons from print pub-
lications and other media.

Smartphones powered by the op-
erating system are already a major
industry, while the fate of Android-
powered tablets is one of the big
questions of 2011.

Consumers on cellphones also
helped fuel the surge of social net-
works like Facebook and Twitter.
Another big question for this year
will be whether such compa-
nies—including Groupon, the local-
deals pioneer that turned down a $6
billion bid from Google—will go
public or continue to build their
lofty valuations as private compa-
nies.

There is little doubt that suppli-
ers to corporate computer rooms,
such as Cisco Systems Inc., will
keep thriving in 2011 and buying
smaller companies. But questions
about mobility are likely to dog In-
tel Corp. and Microsoft Corp.,
whose chips and software, respec-
tively, dominate PCs but have yet to
prove their relevance in pocket-
sized devices.

“I don’t know how the traditional
PC industry will survive,” said Jen-
Hsun Huang, chief executive of
Nvidia Corp., whose chip company
competes with Intel.

—Don Clark
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Six people to watch
Axel Weber Xi Jinping

Dilma Rousseff

Caroline Wozniacki

Germany’s central-bank chief is the
leading candidate to be the next head of
the European Central Bank. Mr. Weber
would solidify Germany’s commitment to
the euro, but his opposition to ECB
government bond purchases as bailouts
have dimmed his chances, some say.

China’s vice president is expected to take
the reins from Hu Jintao in 2012. Little is
known about Mr. Xi’s views or intentions,
though the 57-year-old will be more
visible this year as he solidifies his
domestic power base and his
international chops.
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Paul Ryan

The up-and-coming Wisconsin Republican
takes over this month as House Budget
Committee chairman. He promises to cut
U.S. federal spending deeply while working
with the White House on a major
tax-system overhaul. Some Republicans
are touting him for 2012.

Brazil’s new president inherits a soaring
economy from predecessor Luiz Inácio
Lula da Silva. With inflation, public
spending and consumer credit on the
rise, she must make sure the boom in
Latin America’s biggest economy
doesn’t turn into a bust.
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Kim Jong Eun

Tapped by his father as North Korea’s
third dictator, Kim Jong Eun won’t take
over until after Kim Jong Il dies or is
incapacitated. But from now on, every
act of the regime will be scrutinized for
whether he was involved and whether
it’s good or bad for him.

The 20-year-old Dane—the world’s top
women’s tennis player—will try to crack
the sport’s quartet of major titles this
year, having yet to win the French Open,
the Australian Open, the U.S. Open or
Wimbledon. Her bid comes as many of the
stars of women’s tennis prepare to retire.

� Year-end review of markets
and finance ....................................... 20-24
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Europe

n Euro-zone manufacturing sec-
tor activity increased more rapidly
than first estimated in December,
with factories in Spain and Ireland
starting to catch up with those in
Germany and France.

n The European Union is investi-
gating the special taxes Hungary
levied on three sectors to meet
budget-deficit targets, and wants
to see taxes end as planned in
2013, the European Commission
said. Major foreign companies
have been seeking EU support to
make Hungary reverse the taxes it
levied on energy, telecommunica-
tions and retail firms in 2010 for a
three-year period.

n China supports Spain’s eco-
nomic reforms and will continue
buying its government debt, Chi-
nese Vice Premier Li Keqiang
wrote in a newspaper editorial on
the eve of a visit to Spain. Li will
visit Spain Jan. 4 to Jan. 6 and
will meet with King Juan Carlos,
Prime Minister José Luis
Rodríguez Zapatero, Finance Min-
ister Elena Salgado and Foreign
Minister Trinidad Jimenez.
n After his visit to Spain, Li will
travel to Germany Jan. 6 to Jan. 9
and the U.K. Jan. 9 to Jan.12.

n Europe’s mergers-and-acquisi-
tions market continued its slow
recovery in the fourth quarter,
and most investment bankers pre-
dict a continued improvement in
2011 despite persistent concerns
over Europe’s financial health.
There were $228 billion of take-
over deals with a European target
announced in the quarter through
Dec. 30, up 11% from the same pe-
riod a year earlier, according to
Dealogic.

n A Belgian foster home asked
potential victims of sexual abuse

to come forward after a man said
nuns had abused him there as a
child in the 1960s. The anonymous
Belgian, now in his fifties, told lo-
cal media he was abused by nuns
for several years from the age of
five while he lived at the Stella
Maris home in the town of Kortr-
ijk, western Flanders.

n The new governor of Norges
Bank, which is responsible for
monetary policy and manages
Norway’s foreign-exchange re-
serves and the government’s pen-
sion fund, started his six-year ten-
ure by outlining some of the
challenges the country’s economy
faces from domestic factors, such
as rising house prices, as well as
from the global economy.

n Belarus freed one of five oppo-
sition presidential candidates it
has held since a violent crack-
down on demonstrators following
an election two weeks ago. Police
said they expected soon to release
most of the remaining detainees
held since they broke up protest
demonstrations on the night of
the Dec. 19 election. About 200
out of 650 detainees are thought
to still be jailed.
n The Christian Democratic Party
said its leader and presidential
candidate, Vitaly Rymashevsky,
had been released by the KGB se-
curity service after submitting “a
written explanation to [President
Alexander] Lukashenko.” It gave
no further details.

i i i

U.S.

n The Republican majority that
takes over the House of Represen-
tatives this week plans an ambi-
tious drive to slash government
spending by tens of billions of
dollars in the next few months, a
strategy that ensures that the U.S.
capital soon will be consumed by
intense debate over how and

where to reduce the size of gov-
ernment.

n Delaware police are investigat-
ing the slaying of a man who
served in several Republican pres-
idential administrations whose
body was found at a landfill. The
body of 66-year-old John Wheeler
III was discovered on New Year’s
Eve as a garbage truck emptied its
contents. His death has been ruled
a homicide.

n Onie Ponder, Florida’s oldest
resident and one of the oldest
people in the world, has died, her
son said. She was 112. She died
Friday morning at an Ocala hos-
pice after a brief bout with pneu-
monia, said Carswell Ponder, 74,
of Ocala. According to the Geron-
tology Research Group, she had
been the oldest person in Florida
and one of the 25 oldest people in
the world.

i i i

Asia

n In India, a senior Hero Group
executive has been arrested for al-
legedly receiving a part of more
than 3 billion rupees ($67 million)
believed to have been misappro-
priated at a Citigroup bank branch
on the outskirts of New Delhi, a
police official said. The executive,
Sanjay Gupta, allegedly got about
200 million rupees, said the assis-
tant commissioner of police.

n The government of Pakistan
President Asif Ali Zardari ap-
peared set to hang on to power
despite a disintegration of the rul-
ing coalition, following signs that
a key opposition party is unlikely
to force a no-confidence vote.

n Afghanistan’s Supreme Court
said it will investigate more than
400 cases of alleged fraud in the
country’s September parliamen-
tary elections, a move that could

complicate the appointment of a
new Parliament. The announce-
ment comes two weeks before the
deadline to inaugurate the new
Parliament.

n Sri Lanka has decided to re-
move all remaining references to
its British colonial name Ceylon
from state institutions. Ceylon
gained independence from Britain
in 1948 and changed its name to
Sri Lanka when it became a re-
public in 1972. Many state institu-
tions, however, have continued to
use the name. The government did
not announce a date for the name
change.

n The new chairman of South
Korea’s financial regulator, Kim
Seok-dong, said the government
will act sternly against financial-
market disruptions or distortions
and ensure systemic stability. The
comments come as Seoul takes
steps to protect the domestic mar-
ket from risks posed by rapid for-
eign capital flows into and out of
the country.

n South Korea’s manufacturing-
sector activity accelerated in De-
cember to its fastest rate in seven
months, propelled by an increase
in new orders, according to data
released in HSBC’s Purchasing
Managers’ Index.

n North Korea’s authoritarian re-
gime took a more strident tone
against South Korea in its annual
New Year’s message, always one
of its longest statements and a
rare routine that gives analysts
something to gauge the direction
of the reclusive country.
n South Korean President Lee
Myung-bak used his own New
Year’s message to reiterate that he
won’t tolerate North Korea’s
threats to South Korea, which in-
creased last year with two mili-
tary attacks that killed 50 South
Koreans.

i i i

Middle East

n Israel looks set to push through
a sharp hike in oil and gas taxes
after a committee of experts rec-
ommended nearly doubling the
state’s share of future oil and gas
revenue.

n Yemen’s Interior Ministry says
two boats carrying more than 80
African migrants have capsized off
the Yemeni coast. Most of the pas-
sengers are feared drowned.

i i i

Africa

n South African police say seven
people from neighboring families
were killed in a lightning strike in
Eshowe, located in KwaZulu-Natal
province. A police spokesman said
the victims were members of two
families in adjacent homes.
Among the dead were four chil-
dren, including two toddlers.
n In neighboring Eastern Cape
province, four others were killed
and 20 injured in a New Year’s
Day lightning strike.

i i i

Australia

n The military began rushing
supplies to a town slowly being
swamped by floodwaters as au-
thorities warned that floods dev-
astating large parts of Queensland
state are set to worsen in some
areas. Floods affecting an area the
size of France and Germany com-
bined have forced thousands of
residents to flee their homes, af-
fecting as many as 200,000 peo-
ple.

WORLD WATCH

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

Authorities have reportedly suspected al-Qaeda was behind the New Year’s morning attack at an Alexandria church that killed 21 people and injured 97. A girl stands in front of riot police guarding the site.

Egyptian authorities probe suspected suicide bombing at Coptic church

Reuters
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EUROPE NEWS

President Nicolas Sarkozy thinks France’s wealth tax causes businesses and rich taxpayers to leave the country.
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China plans
to continue
buying debt
from Spain

MADRID—China supports Spain’s
economic reforms and will continue
buying Spanish government debt,
Chinese Vice Premier Li Keqiang
wrote in a newspaper editorial, the
latest sign of China’s growing role in
protecting the stability of the Euro-
pean Union, its largest export mar-
ket.

“We have confidence in the Eu-
ropean financial market, and, in
particular, the Spanish financial
market, which has meant the pur-
chase of its public debt, something
which we will continue to do in the
future,” Mr. Li wrote in El País,
Spain’s largest-circulation general
newspaper, on the eve of a visit to
Spain that will start Tuesday.

Mr. Li will meet with Spanish
leaders including King Juan Carlos,
Prime Minister José Luis Rodríguez
Zapatero, Finance Minister Elena
Salgado and Foreign Minister Trin-
idad Jiménez. The number of high-
profile meetings, unusual for a for-
eign visitor who isn’t a head of gov-
ernment or state, is evidence of the
interest caused by the visit in cash-
strapped Spain, which will again is-
sue large amounts of debt this year.

Spain has faced increasing diffi-
culties in financing a yawning bud-
get deficit after Greece’s financial
meltdown in early 2010 sparked
concerns over the problems of other
fiscally frail euro-zone countries.
Spain responded with emergency
budget cuts as well as politically dif-
ficult reforms designed to boost
economic growth, but markets have
been wary of the country’s eco-
nomic prospects.

China has provided crucial sup-
port to volatile financial markets
with its purchases of euro-zone sov-
ereign debt. China is one of the big-
gest foreign owners of Spanish sov-
ereign debt, with around 10% of the
total.

“China supports the measures
taken by Spain to achieve an eco-
nomic and financial adjustment, in
the firm belief that it will obtain a
complete economic recovery,” Mr. Li
said in the editorial. “The Chinese
side is willing to explore with its
Spanish counterpart any positive
and effective cooperation possibili-
ties.”

Last month, Moody’s Investors
Service warned it might lower
Spain’s debt rating because of the
country’s relatively high refinancing
needs and the possibility that it
might have to inject fresh capital
into its banks. A key concern is that
many Spanish borrowers will be re-
financing debts this year, at a time
when investors are nervous about
taking on any European risk. Ac-
cording to Moody’s, Spain’s central
government must raise about €170
billion ($227 billion) in 2011.

Fears that the country may need
a bailout package similar to those
received last year by Ireland and
Greece have hit the euro. Spain is
the fourth-largest euro-zone econ-
omy and any bailout would be big.

Beijing is wary of the effect of a
wider euro-zone crisis on export de-
mand; a tumbling euro would make
Chinese exports less competitive
across Europe.

BY JONATHAN HOUSE
AND DAVID ROMAN

Paris

T HE FRENCH GOVERNMENT thinks
it knows the solution to its
slow growth and loss of

industry: Be more German.
French auto makers expected

in 2010 to make little more than
half the number of vehicles they
did in France five years earlier;
German car production is around
the same as it was five years
earlier. France expects to post
1.6% economic growth for 2010,
and less than 2% in 2011 and 2012,
according to the European
Commission; Germany is forecast
to post 3.7% for 2010 followed by
2%-plus the following two years.
France’s budget deficit is forecast
to be about 7% of gross domestic
product in 2012; Germany’s is
expected to fall below 3%,
according to the Organization for
Economic Cooperation and
Development.

“I admire the German model,”
French President Nicolas Sarkozy
said recently. “We need to learn
from some aspects.”

The government is now
carrying out a detailed
comparison of its tax system with
that of Germany, which has lower
corporate and payroll taxes than
France. “The point of departure
for this study is convergence with
Germany,” France’s budget
minister, François Baroin, said in
December. “It’s to make our
economy more competitive.”

Germany traditionally has
grown more from investment and
exports, which are now booming
thanks to demand from China, and
it generally has run smaller
budget deficits than France.

France, by contrast, has grown
mainly through consumption over
the past decade. This has been
helped by public spending. Paris
hasn’t recorded a budget surplus
for more than three decades. But
that model has been threatened
by the past two years of economic
crisis, which have pushed up
France’s budget deficits.

T HE GOVERNMENT in France
doesn’t yet face the kind of
financing problems that

confront Ireland and Greece,
which both have required
international bailout packages, or
Portugal and Spain, which now
pay 3.6 percentage points more
than Germany to borrow. Despite
recent speculation, ratings
agencies have so far maintained
France’s triple-A bond ratings, and
it pays just 0.4 percentage point
more than Germany to borrow.

One reason ratings agencies
approve of France is its
determination to reduce its
budget deficit. Among other tax
increases for 2011, the top rate of
income tax—on earnings over
€70,830 ($94,118)—will rise to 41%
from 40%.

Tax increases could hurt Mr.
Sarkozy ahead of France’s 2012
presidential election, though. In
2007, he was elected after
pledging to reduce taxes: He

addressed France’s growing legion
of tax exiles and implored them,
“Come back!”

Mr. Sarkozy doesn’t want the
tax increases to weigh on French
businesses, which already face
some of the highest payroll taxes
in the world. One move to relieve
some of their burden came in
2009, when the government
abolished a regional tax on capital
spending peculiar to France. This,
said the government, would
reduce the tax burden on
corporations by some €12 billion
in 2010.

The government is also
considering whether to abolish
France’s wealth tax and its “fiscal
shield”—a device that means no
taxpayer need pay more than 50%
of his or her revenue in taxes.

Mr. Sarkozy thinks the wealth
tax causes businesses and rich
taxpayers to leave France for
countries with less-costly regimes;
the shield was designed to stem
the outward flow.

But government figures show
that the wealthy are still leaving

France. And the shield is
unpopular in a country where
many people don’t like the
government sending big refund
checks to the rich.

“When Germany got rid of its
wealth tax it also got rid of its tax
shield,” Mr. Sarkozy said in
November. “We have to create a
tax system in which our taxes
would be comparable and
compatible” with taxes in
Germany.

S TILL, THE NET government
receipts from the wealth tax
and tax shield were about

€2.4 billion in 2009, and Mr.

Sarkozy conceded that he might
try to make up the shortfall with a
new tax on capital. Another idea
being floated by lawmakers is a
rise in the value-added tax.

Eventually, economists say,
France might have to grapple with
the size of its government.
France’s total tax burden—from
income tax to payroll taxes—is
42%, compared with 37% in
Germany and 24% in the U.S.,
according to the OECD.

“Tax reduction is impossible
because we have such high
expenditure,” says Mathilde
Lemoine, an HSBC economist.
“There’s a limit to how German
France can be because the French
state is so large.”

The trouble is that cutting
spending and benefits is
politically risky. When Mr.
Sarkozy raised the basic
retirement age to 62—still lower
than in other big
economies—from 60 this past
autumn, workers went on strike,
blockading ports and oil
refineries.

France seeks growth by looking
to Germany for tax guidance

[ The Outlook ]

BY SEBASTIAN MOFFETT
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Comparing notes
France, with its high spending and slow growth, hasn't reduced its budget deficit as much
as some fellow European countries. Surplus/deficit as a percentage of GDP:
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Eventually, economists say,
France might have to grapple
with the size of its
government. France’s total
tax burden—from income tax
to payroll taxes—is 42%.
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THE QUIRK

A joint effort for Dutch utilities, police
Grid operators help authorities smoke out marijuana farmers who steal electricity; using scratch-and-sniff cards

F IRE UP a joint in the Nether-
lands? No big deal. Grow mar-
ijuana? That’s a crime. Get-

ting smoked: the nation’s power
companies.

Volt-hungry pot farms have been
stealing hundreds of millions of dol-
lars of electricity a year. The prob-
lem has gotten so bad that one firm
has blown a fuse. Stedin Netbeheer
BV, a grid operator with 1.8 million
customers, is now sending employ-
ees on raids with armed police offic-
ers, using sophisticated grid analy-
sis to unearth pot plantations.

Last month, it launched an anon-
ymous hot line and mailed out
30,000 scratch-and-sniff cards that
smell like fresh cannabis. “People
have this image of a nice hippie
smoking,” says Wolter Meijer, the
company’s top antifraud official.
“The reality is danger and crime.”

Growing weed indoors requires
water, carbon-dioxide generators
and intense light and heat, which
leads to hundreds of accidental fires
a year. Heavy electricity use is a big
red flag for investigators, so cultiva-
tors try to avoid detection by tap-
ping into the grid before the meter.
That costs Stedin $15 million a year.

It’s all part of the country’s disso-
nant attitude toward marijuana. On
paper, it’s illegal to smoke, buy, sell
or grow pot. But the ban on smoking
hasn’t been enforced since 1976, and
coffee shops are licensed to sell
small quantities. The paradox puz-
zles even Dutch law enforcement.
“You can smoke it, but you can’t
grow it,” says Erik de Borst, the na-
tion’s top anticannabis official.
“Where are you supposed to get it?”

From all over Holland, it turns
out. There are an estimated 40,000
marijuana plantations in the coun-
try. Every year, 5,000 are destroyed,
and 5,000 pop back up, police say.

The coffee shops are allowed to
stock only 500 grams, so they need
frequent resupplies. “The authori-
ties would love to know where we
get our weed,” said Myriam Kobus,
as she oversaw smokers lining up
for “White Widow,” a popular strain,
at the Game, a coffee shop she man-
ages in The Hague. “We don’t tell
them.”

Police say most suppliers are
gangs that carve up production, of-
ten among lower-income citizens
who get paid to turn their resi-
dences into grow houses. A batch of
200 plants can be harvested five

times a year, with each crop gener-
ating $30,000. Growers are supply-
ing more than the home market.
Dutch marijuana goes out by ship
and by highway all over Europe,
says Peter Reuter, an expert on drug
policy at the University of Mary-
land. The Netherlands produces $3
billion a year, 90% of which is ex-
ported, the police estimate.

Pot farms turn up in villas, to-
mato greenhouses and working-
class flats. One gang in Rotterdam
has used six trucks as mobile farms,
with one batch always ready for
selling and smoking, police say. Pot
has been found growing in shipping
containers buried under swimming
pools.

It keeps Mr. Meijer’s team of 32
at Stedin busy. They’re on the look-
out for eight-hour spikes in power
use, corresponding to heat-lamp
patterns, and for outside air filters,
convoluted wiring and roofs that
quickly melt snow. The company
first held talks with police in 2004
and has worked increasingly closely
with authorities since then.

This year, Mr. Meijer sent out the
scented cards and asked customers
for help. “We wouldn’t ask people to
spy,” he says. “Just sniff on this card,
and if you smell that in your neigh-

borhood, give us a call, and we’ll do
the rest.” Mr. de Borst, the antidrug
official, helped make it happen. Po-
lice petitioned the district attorney
in Rotterdam for the right to distill
40 kilograms of hemp, seized during
a raid, into 50 centiliters of oil. Tet-
rahydrocannabinol, or THC, the ac-
tive ingredient in marijuana, was re-
moved. They found a printer in
France to make the cards and se-
cured exemptions from French and
Belgian customs.

The 30,000 pamphlets were
posted in early November. If the
campaign works, it will be rolled out
for the whole country.

Loek de Lange, a spokesman for
Enexis BV, another grid operator,
says his company also works with
police, but not as closely as Stedin.
“It’s a problem for all power compa-
nies, and we have to fight together,
with the police,” he says.

Stedin’s anonymous hot line re-
ceives one tip per day, on average.
Each is investigated, “even if we
know it’s probably somebody smok-
ing or neighbors who don’t like each
other,” says Mr. Meijer.

On a recent day, two teams set
out in unmarked cars from Stedin’s
headquarters in this port city. Gangs
frequently protect their plantations

with booby traps, including electri-
fied doors, holes covered by door-
mats and paint-ball grenades.

John Mulder, a safety inspector
for the city, pointed a hand-held
heat camera at each suspect home.
A dark concentration of heat in an
attic is a good clue, he said, “but it
can also be a washing machine.”

They knocked on doors, checking
up on tips called in by neighbors
who thought they had smelled
something. One middle-age occu-
pant, Younes Kamel, said simply: “I
smoke joints.” The investigators
nodded and left.

Just before noon, one of the
teams struck gold at a three-story
brick row house. It was unoccupied,
so police knocked down the door.
Each room on the second and third
floors contained more than 100
flower pots brimming with rich,
black soil. Marijuana had just been
harvested. A trash bag stuffed with
stems lay in the front room, near a
punching bag. A panel in a side cor-
ridor held transformers and wires to
run the lamps. Stedin technicians
dismantled it.

A new conservative government,
which won elections on a law-and-
order platform, wants to shut many
of the country’s 700 coffee shops
and 400 “grow” shops, which legally
sell equipment needed to farm
hemp. Advocates are putting up a
fight. “It’s making marijuana illegal
that causes crime and violence,”
says Fredrick Polak, an Amsterdam
psychiatrist who says he smokes a
joint every other day. “During prohi-
bition, people weren’t killing each
other because they were drunk, it
was because they had to become
criminals.”

“It’s a good business,” says Ms.
Kobus, the coffee-shop manager,
who says her store takes in several
thousand euros a day. “Pot is here
to stay.”

BY JOHN W. MILLER
Rotterdam, Netherlands

Students at a coffeeshop-owner training course in Haarlem test a sample of hashish.
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Stedin

Stedin mailed out 30,000 cards that smell like fresh cannabis to customers,
asking them to contact authorities if they smelled pot or suspected growers.
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EUROPE NEWS

EU probes Hungary’s special taxes
BUDAPEST—The European Union

is investigating the legality of spe-
cial “crisis” taxes imposed by Hun-
gary on a handful of industries amid
an escalating feud between the
country’s populist new government
and its increasingly outspoken crit-
ics elsewhere in Europe.

Tensions have mounted as Hun-
gary takes over the rotating presi-
dency of the EU and could compli-
cate the regional bloc’s efforts to
make progress on a series of impor-
tant measures aimed at bolstering
the Continent’s economic recovery.

The probe of the taxes, which
have fallen most heavily on large,
foreign companies, comes on top of
criticism of a new Hungarian media
law by officials of other EU states
and members of the European Par-
liament, who say it goes against the
EU’s commitment to press freedom.

Hungary’s government has dis-
missed the complaints, saying the
new temporary taxes, which are to
last through the end of 2012, and
the media law are in line with the
spirit and the letter of EU treaties
and regulations.

“This is a politically motivated
and coordinated attack” by compa-
nies unhappy about the taxes and
their home-country governments,
said Zoltan Kovacs, a state secretary
in Hungary’s Ministry of Public Ad-
ministration and Justice. “It’s pay-
back, with interest.”

Senior European officials, includ-
ing the head of the EU’s executive
branch, José Manuel Barroso, and
other members of the European
Commission are to meet with Hun-
garian Prime Minister Viktor Orban
this week in Budapest to mark the
start of Hungary’s six-month presi-
dency.

The agenda for the talks hasn’t
been set, but “it is very likely that

someone will raise these questions,”
Olivier Bailly, an EU spokesman, said
Monday.

In some ways the dispute be-
tween Budapest and Brussels goes to
the heart of a debate over the
proper distribution of power be-
tween national governments and the
central authorities of the European
Union.

“The EU basically has no right to
interfere” in these sorts of policy de-
cisions, says Hungary’s Mr. Kovacs.
The media law, for example, he says,
“is a domestic matter.”

Friction between the EU and
Budapest started last summer, when
the EU and the International Mone-
tary Fund, which rescued a heavily
indebted Hungary from the brink of
insolvency in 2008, criticized Hun-
gary for relying on short-term fixes
instead of long-term spending cuts
to shrink its budget deficit.

Among those short-term mea-
sures was a levy on banks aimed at
raising roughly $1 billion annually in
revenue for three years. As Hun-
gary’s budget position deteriorated
further, the government imposed
similar temporary taxes on energy,
retail and telecommunications com-
panies.

Many companies hit by the levies
have protested. Last month, 13 large
companies from France, Germany,
Austria, the Netherlands and the
Czech Republic, sent a letter of com-
plaint to the EU, saying Hungary is
targeting “select sectors and foreign
companies in particular, to balance
the state budget.”

Other policies have drawn fire
from the European Central Bank,
which says that Hungary’s moves to
cap the pay of its central bank gov-
ernor as well as proposed legislation
aimed at changing the selection pro-
cess for the bank’s rate-setting com-
mittee threaten the central bank’s
independence.

Then there is the media law,
passed by parliament late last year,
which allows regulators to impose
fines for “unbalanced” or “offensive”
reports and sets limits for the
amount of time that can be devoted
to certain types of news. The law
also requires bloggers to register
with the government.

“The dissatisfaction is not just
with one piece of legislation, but
against the whole attitude of the
Hungarian government,” said Tibor
Szanyi, a member of the Hungarian
parliament from the opposition So-

cialist party. “Europe means com-
promise. Europe means common val-
ues.”

Eniko Gyori, minister of state for
European affairs at Hungary’s for-
eign ministry, said that after a range
of austerity measures imposed un-
der Hungary’s previous government,
the country couldn’t put additional
burdens on ordinary people, so it
turned to the special taxes on large
companies.

“I don’t expect them to be happy
about it. But it’s reality,” she said.
Ms. Gyori said the Hungarian gov-
ernment’s goal is to get the coun-
try’s economy growing again. To
that end, it has cut personal income
taxes and lowered the taxes that
must be paid by smaller companies.

“The question is: how much eco-
nomic liberty you have in the EU?”
said Ms. Gyori. “We think every
state does have economic free-

dom—within a certain framework,
we have different methods and mod-
els.”

She also called on critics to read
the media law, which doesn’t yet
have an official English translation,
and wait to see how it functions in
practice before condemning it. “We
are ready to listen to everyone,” she
said. Still, opposition to the law has
been growing, at home and abroad.
“This new law is unacceptable. Hun-
gary must explain and the Commis-
sion must act,” said Guy Verhofstadt,
president of the European Parlia-
ment’s Alliance of Liberals and Dem-
ocrats for Europe. No EU state should
be allowed to put “restrictions to
freedoms that lie at the heart of our
union of values,” he said.

Hungary’s left-leaning media
have railed against the new law,
which they say deals a serious blow
to freedom of the press. Karoly T.
Voros, editor in chief of the coun-
try’s largest daily, Nepszabadsag,
says the legislation is “a violation of
fundamental human liberties.”

Media more friendly to the gov-
ernment and the ruling Fidesz party,
however, have come out in favor of
the law. In an editorial Monday,
Magyar Nemzet, a national daily
newspaper with headquarters in
Budapest, said the law was required
to end 20 years of “lies, misleading
reporting, malevolence and one-sid-
edness” by left-leaning media out-
lets.

—Margit Feher
and Veronika Gulyas

contributed to this article.

BY GORDON FAIRCLOUGH

The government of Hungarian Prime Minister Viktor Orban, seen in October, is under scrutiny from the European Union.
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Points of contention
Some recent disagreements
between Hungary and the EU

� European Union and International
Monetary Fund negotiators walked
away from loan talks with Hungary
in July. The EU said the
government wasn’t doing enough to
cut spending and was relying too
much on a temporary tax on banks
that it said could end up hurting
the economy.

� European Central Bank said in
December that it is ‘closely
following’ developments in Hungary
that it says pose a threat to the
independence of the country’s
central bank. Such independence is
guaranteed by an EU treaty.

� Officials from EU member states
and members of the European
Parliament criticize Hungary’s new
media law as contrary to EU values.
Officials in Germany and Britain
have hinted that Hungary should
amend the law. Hungary says its
critics are misinformed and should
wait to see how the law is put into
practice.

Friction between the
European Union and
Budapest started last
summer.
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With the seventh Rugby
World Cup just nine months
away, the three leading
Southern Hemisphere countries
enter 2011 as the top three
teams in the world rankings
and favorites to lift the Webb
Ellis Trophy in New Zealand.

For Europe’s leading rugby
union nations, the annual Six
Nations Championship, which
begins in February, will show
whether any of the Northern
Hemisphere’s traditional powers
can emerge as a contender for
the sport’s biggest prize.

After an exceptional Investec
International Series in Novem-
ber, England is considered the
favorite by oddsmakers and
best-priced at 9/4 with
Totesport. France, at 13/5, and
7/2-shot Ireland are the closest
challengers in the betting.

This year, England has the
advantage of hosting France at
Twickenham, a ground where
the English have lost only one
of six Six Nations meetings
with Les Bleus in the past
decade. That suggests England
should have enough to win the
championship, although a Grand
Slam or Triple Crown is unlikely.

Ireland will be formidable
opponents at Lansdowne Road,
while Wales has triumphed on
the last three occasions that
England has visited Cardiff.

England winger Chris Ash-
ton’s sublime length-of-the-
pitch try against Australia in
November announced him as
one of this sport’s most dan-
gerous players and he is favor-
ite to be the Six Nations’ top
try-scorer. Mr. Ashton is at 6/1
with Sportingbet, but Ireland’s
Keith Earls is worthy of consid-
eration at 12/1: He has scored
six tries in his 13 Tests to date.

Tip of the day

90

Source: hopmancup.com
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Limping toward perfection
Manchester United may have its weakest squad in years, but it’s still unbeaten this season

Football doesn’t have an equiva-
lent of the NFL’s 1972 Miami Dol-
phins alumni who get together and
celebrate when each season’s last
undefeated NFL team loses its first
game, thereby preserving their re-
cord. But maybe it should. If you go
an entire campaign without a loss in
a major European league, you de-
serve to pop some Champagne.

A number of clubs in Europe’s
five most popular domestic leagues
have enjoyed undefeated seasons
dating back to Preston North End, in
1888-89, the inaugural season of the
English league. But that was in soc-
cer’s equivalent of baseball’s Dead
Ball Era, when teams played fewer
games and many competitions were
regional. In post-war Europe, after
the creation of national round-robin
leagues and the advent of wide-
spread professionalism, only three
have achieved this feat. Perugia
went undefeated in the 1978-79 sea-
son but, amazingly, did not win the
Italian title (a result of drawing al-
most two-thirds of matches that
season). AC Milan was invincible in
the 1991-92 Serie A season, amid a
record streak of 58 league games
without loss. And in 2003-04, Arse-
nal achieved the feat on its way to
winning the Premier League title.

We’re only at the halfway mark,
but Manchester United sits atop the
Premier League undefeated, leaving
some to wonder whether it could
join those illustrious predecessors.
The curious thing about this United
team, however, is that, far from be-
ing a juggernaut, it has limped
through much of the season,
squeezing out results through guile
and resilience rather than sheer
brilliance. While not losing, it’s also
tied (eight) almost as many games
as it’s won (11).

All those draws put United on
pace to finish the season with 82
points, which would be its lowest
total since 2004-05. It has conceded
0.95 goals per game, its highest to-
tal since 2001-02. Most surprising
perhaps is United’s record away
from home: the projected four road
wins would be the lowest since
1988-89.

Saturday’s away win at West
Bromwich Albion neatly encapsu-
lated United’s season for better and
worse. It took the lead after only
three minutes but then found itself
on the back foot as West Brom, an
unheralded but ambitious side,
streamed forward, dominating the
midfield and leveling the score. Ref-
eree Chris Foy then failed to spot
United rightback Gary Neville’s pen-
alty-area foul on Graham Dorrans.
And, when Mr. Foy did give West
Brom a penalty kick in the second
half, Peter Odemwingie fired wide.
Just as United seemed content to
hang on for a point, up popped sub-
stitute Javier Hernandez, 15 minutes
from the final whistle, to give the
visitors the win.

It was the kind of game in which
United was thoroughly outplayed
and is left with vague terms like
“mental toughness” and “resilience”
to explain the result. But it was also
typical of the way Sir Alex Fergu-
son’s team has had to scrap and get
creative. On Saturday, with United
getting overrun in midfield, Sir Alex
made a key tactical shift, moving
forward Wayne Rooney to the wing
and switching to a 4-5-1 formation,
which slowed West Brom’s on-
slaught. Replacing his top goal-
scorer, Dimitar Berbatov, with Her-

nandez was an equally inspired
move.

Yet the sight of Sir Alex having
to rely on managerial finesse and
good fortune is an unfamiliar one.
And much of it has to do with the
fact that United has been hit hard
by injuries and loss of form, while
being nowhere near as talented as
in previous seasons.

When it reached the Champions
League final two years ago, in addi-
tion to Mr. Rooney and Mr. Berba-
tov, it could count on Cristiano Ron-
aldo and Carlos Tevez to round out
its strike force. The latter two have
effectively been replaced by Michael
Owen, who has been sidelined for
three months (and, in any case, has
scored just four league goals since
joining United in the summer of
2009) and Mr. Hernandez, who is in
his first season at Old Trafford.

Compounding the problem, Mr.
Rooney, United’s best player, has
struggled. Before Saturday, he had
not scored a goal for United from
open play since March, a drought
lasting an incredible 1,417 minutes.
Throw in injuries and a nasty con-
tract dispute which saw him label
the club as “unambitious” (a state-
ment he has since retracted, after

signing a contract extension) and
you can see why he’s probably glad
2010 is over. His strike partner, Mr.
Berbatov, has scored an impressive
14 goals in 16 Premier League ap-
pearances. The problem is, his scor-
ing is streaky: 10 of those goals have
come in just three matches, all of
them at home. Indeed, before a five-
goal outburst against Blackburn in
November, he had gone 10 games
without scoring.

At the back, legendary goal-
keeper Edwin Van der Sar turned 40
in October and has shown signs that
age is catching up with him. Left-
back Patrice Evra, normally a para-
gon of consistency, captained
France’s ill-fated World Cup cam-
paign and suffered a major post-
South Africa hangover as a result.
Winger Antonio Valencia has been
out since mid-September and won’t
return for another two months at
the earliest. Michael Carrick, once
an automatic choice in midfield, has
seen his playing time dwindle every
year since 2007. And defensive stal-
wart Rio Ferdinand, tormented by
injuries for the previous 18 months,
only made his first Premier League
appearance in October.

And despite all this, there’s that

great big goose-egg in the loss col-
umn. The difficulties encountered
this season have arguably stretched
Sir Alex’s managerial skills more
than any in recent history. He has
had to push, prod and cajole his
squad like never before. He has used
his golden oldies—37-year-old Ryan
Giggs and 36-year-old Paul
Scholes—judiciously, doling out
their minutes effectively. At differ-
ent times, he has found different
people to step up, without any-
one—with the possible exception of
defender Nemanja Vidic, winger
Nani and midfielder Darren
Fletcher—being consistently pro-
ductive all season long.

The odds say United won’t finish
the Premier League season unde-
feated. Tricky away trips to Chelsea,
Liverpool, Arsenal and Tottenham
remain. But if it does, it will be an
astounding achievement, precisely
because of the difficulties it has en-
countered and the flaws it has had
to paper over. Who said undefeated
teams had to be outstanding and
dominant anyway?

—Gabriele Marcotti is
the world soccer columnist

for the Times of London and a
regular broadcaster for the BBC.

BY GABRIELE MARCOTTI

Wayne Rooney, who has suffered injuries and a contract row, scored his first goal from open play since March, Saturday.
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Republicans to take aim
at spending in new year

The Republican majority that
takes over the House this week
plans an ambitious drive to slash
government spending by tens of bil-
lions of dollars in the next few
months, a strategy that ensures that
the capital soon will be consumed
by intense debate over how and
where to reduce the size of govern-
ment.

The incoming House majority
will start by offering two measures
this week that carry more symbol-
ism than substance. One will be a
motion to repeal the health bill that
President Barack Obama signed last
year, and the second will be a mea-
sure to trim the cost of running the
House itself. The health-care repeal
isn’t expected to go anywhere in the
Senate, where Democrats retain the
majority, and the package of cuts to
the House budget will only save
about $25 million from a federal
budget that exceeds $3 trillion.

After that, however, Republicans
in the House say they plan to move
on to offer a far more sweeping
package of “recissions,” or elimina-
tion of spending previously ap-
proved, that will aim to bring do-
mestic spending back to where it
was before Mr. Obama became pres-
ident. The skirmish over that pro-
posal for spending cuts, coupled
with related fights over government
regulation and health care, will set
the battle lines for the next two
years as Washington returns to di-
vided government.

Unlike its predecessors in the
Republican Revolution of 1994, or
among the Democrats who took
charge of the House after the 2006
election, the new Republican major-
ity doesn’t return to power with a
long to-do list of legislative priori-
ties. Instead, party members say
they were elected with one big man-
date: Cut spending. The details of
that push will unfold in the weeks
leading up to the March 4 deadline
for Congress to fund the federal
government and play out against a
backdrop of mounting federal defi-
cits.

House Republicans have also set
their sights on scaling back environ-
mental regulations and tightening
border security. But spending cuts
are their primary focus, with a
pledge to cut about 21% from the

$477 billion lawmakers have ap-
proved for domestic discretionary
spending this year.

“Getting a grip on this year’s
spending is only the first step in ad-
dressing our long term budget chal-
lenges—but it’s a step we must take,
and we must take it now,” said in-
coming Budget Committee Chairman
Paul Ryan (R., Wis.) in a statement.

Cutting spending in the middle
of a fiscal year “is a total end run
around the budget process,” said
Maryland Rep. Chris Van Hollen, the
top Democrat on the budget com-
mittee.

Republicans will be treading a
fine and politically risky line in try-
ing to carry out a perceived election
mandate. While Republican voters
voiced their opposition to high def-
icits and spending, polls show that
the programs that account for much
of that growth—Medicare and Social
Security, which benefit elderly
Americans—are popular.

In another early move, Republi-
cans are requiring the reading of the
U.S. Constitution on Thursday—a
nod to the tea-party activists who
were so important to GOP victories
in the fall and the movement’s com-
plaints that Congress has reached
beyond its constitutional powers un-
der the Obama administration.

First up among the proposed
spending cuts is one that will be of-
fered later this week to shave 5%
from the operating budgets for indi-
vidual members’ offices, committees
and leadership staff. Republicans es-
timate the package will save $25
million.

The bigger recission bill—which
will essentially take back money
that is already appropriated—will
take shape over the next month or
two. One target is part of the presi-
dent’s $814 billion stimulus that
hasn’t been promised to existing
programs, which Republicans esti-
mate would save $12 billion. The
bulk of it includes funds for high-
speed-rail projects. Also included is
money provided for food stamps un-
der a formula that presumed food
prices would rise more than they ac-
tually did.

Even if the House passes the bill,
there is no guarantee the Senate
would send it to Mr. Obama, and the
president isn’t expected to sign any
legislation that would gut his pro-
grams. White House economic ad-
viser Austan Goolsbee suggested

Sunday that Mr. Obama will try to
beat the Republicans to the punch
with cuts he is likely to spell out in
his State of the Union address late
this month. Mr. Goolsbee, in an ap-
pearance on ABC’s “This Week,”
said: “We are going to have to make,
in the medium run, a series of tough
choices, and the president’s not
afraid to do that, and I think you
will see in his budget that he’s will-
ing to.”

Republicans aren’t proposing an
across-the-board cut on the govern-
ment, so some departments could
see deeper cuts than others. The top
targets could be programs whose
budgets saw a jump under Demo-
crats, like foreign aid and Pell Grants
for middle-income college students.

The Republican majority finds it-
self on a collision course with a
number of federal agencies over
regulatory policy, including the Jus-
tice Department and the Environ-
mental Protection Agency. The
House GOP could use the threat of
spending cuts to pressure these and
other agencies, like denying money
to the Department of Health and
Human Services for implementing
the health-care bill or to the Securi-
ties and Exchange Commission to
carry out new rules for the financial
markets.

Rep. Fred Upton (R., Mich.), the
incoming chairman of the Energy
and Commerce Committee, said
Sunday that his panel would hold
“early” hearings on an EPA rule-
making process already under way
to set emissions limits on refineries
and coal- and gas-fired power
plants. He also threatened a con-
gressional repeal of those regula-
tions once they are announced.

The incoming majority has pro-
posed changes to the rules govern-
ing the House that will make it eas-
ier for them to cut spending and
repeal the health-care bill. Foremost
is a change that would let Mr. Ryan,
the incoming budget-committee
chairman, set spending levels for
the rest of the year without ap-
proval from other members of his
panel or the broader House. Mr.
Ryan said if the change passes, he
will wait until the Congressional
Budget Office releases its baseline
budget projections later this month
before setting the limits “that would
take nonsecurity spending back to
its prebailout, prestimulus spending
levels.”

BY PATRICK O’CONNOR
AND JANET HOOK

Incoming House Speaker John Boehner, center, addressed spending and health care at a December news conference.

U.S. NEWS

Getty Images

The House of
Representatives
won’t undergo
merely a partisan
change when the
new Congress

convenes on Wednesday. It will, in
many ways, undergo a
generational change as well.

A new and younger set of
Republicans lawmakers will move
in when their party takes control
of the House. Perhaps more
important, the change also will
empower a new and younger set
of Republican leaders who will
run the House—and who figure to
be in positions of power within
their party for years, if not
decades, to come.

Overall, the influx of 87 new
Republican House members who
will be sworn in Wednesday will
lower the average age of House
Republicans to 54.9 from 56.5 in
the last Congress, a new Wall
Street Journal analysis of ages in
the new Congress shows.

By contrast, Democrats in the
House are moving in the opposite
direction on the age scale. The
2010 election swept from office
some of the party’s younger
members from moderate swing
districts, and the result is a
Democratic caucus that is both
more liberal and grayer. The
average age of a Democratic
House member will rise to 60.2
from 58. (Go to WSJ.com/US to
see an interactive graphic of
changing ages in Congress.)

The Republican wave is
literally bringing a new generation
of GOP legislators to Washington.
Michigan’s Third District will be
represented by 30-year-old Justin
Amash, Illinois’s 11th District by
32-year-old Adam Kinzinger,
Alabama’s Second District by 34-
year-old Martha Roby. And so on.

More striking is the
generational change in House
leadership. That change isn’t so
dramatic at the very top. New
Republican House Speaker John
Boehner is 61 years old, compared
with 70-year-old outgoing
Democratic Speaker Nancy Pelosi.

But just below the speaker the
change is stark. The new House
Republican leader will be Rep. Eric
Cantor, 47. Outgoing Democratic
Leader Steny Hoyer is 71.

The number three spot in the
Republican leadership, the post of
majority whip, will be held by
Rep. Kevin McCarthy, 45. By
contrast, outgoing Democratic
Whip James Clyburn is 70.

Mr. Cantor insists this
generational change is no
accident. It’s the direct result, he
says, of the so-called Young Guns
program that set out to recruit a
new set of Republican
congressional candidates for the
2010 campaign. That program was
established by Messrs. Cantor and
McCarthy, along with 40-year-old
Rep. Paul Ryan, who now will
become chairman of the budget
committee. (Mr. Ryan succeeds
departing Democratic Chairman
John Spratt, 68.)

The broader question is what
substantive impact this wave of

new, young Republicans will have
on Congress’s work. Mr. Cantor
says the generational change will
produce more unconventional
approaches—and that the
newcomers’ common denominator
is a commitment to attack
government spending.

“I think that these are
individuals who know we can’t
keep doing things and striking
deals the way it’s been done in the
past,” he says in an interview.
“We have to start acting like
governors, and the way families
are acting, and that means
stopping the spending.”

Even Republican leaders
acknowledge, though, that they
may sometimes have their hands
full controlling their youth
movement. Others predict the
passionate views of these
conservative newcomers, many
with tea-party loyalties, may
stand in the way of compromise,
even when their leaders decide it’s
necessary. (Think: raising the
federal debt ceiling.)

“What’s discouraging about it
among Republicans is that it
reinforces an intensely ideological
view of the world, with relatively
little sense of institutional loyalty
or commitment, and no real
embrace of Congress as a
deliberative body where members
can engage in good-faith
negotiations,” says Tom Mann, a
congressional scholar at the
Brookings Institution.

But not doing things the way
they’ve been done before is the
point for many new members; Mr.
Cantor says to expect “thinking
outside the box.”

As it happens, there’s
something of the same kind of
change going on in the Senate, but
there the generational change is
more intriguing among
Democrats. The average age of
Senate Democrats has dropped
just slightly—to 63.1 from
63.4—but more important is the
emergence of a new set of
younger Democratic senators,
including the Udall brothers, Tom
of New Mexico and Mark of
Colorado; Michael Bennet of
Colorado; and Jeff Merkley of
Oregon. They also are eager for
change, and have been leading a
charge to reform the Senate’s
antiquated filibuster rules.

Of course, youth won’t be
served everywhere. The House
Appropriations Committee, which
passes around federal spending,
will be run by the venerable
Republican Rep. Hal Rogers, who
turned 73 on New Year’s Eve.

Still, as of Wednesday, it will be
possible for the 49-year-old
president, Barack Obama, to meet
with the House’s majority leader,
majority whip and budget
committee chairman—and for all in
the room to be under the age of 50.

[ Capital Journal ]

BY GERALD F. SEIB

New term brings new youth
to the House Republicans

Just below the speaker,
the generational change is
stark. The new House GOP
leader will be Eric Cantor,
47. Outgoing Democratic
Leader Steny Hoyer is 71.
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C-SUITE: MANAGEMENT

Avoiding flubs made by rookie bosses
Entrepreneurs are often guilty of handling employee mishaps poorly or for letting blunders occur in the first place

Some people start their own
business to escape a bad boss. Al-
bert Ko became one after launching
his. The owner of DealPerk LLC, a
year-old coupon web site in Irvine,
Calif., Mr. Ko admits that he devel-
oped a habit of shouting at his three
employees whenever they made
mistakes, which created a toxic
work environment.

“They were scared,” says the
first-time entrepreneur, who’s since
changed his approach to discipline.
He now pulls offenders aside to dis-
cuss what went wrong and offers
suggestions on how they can im-
prove. “I could see that it hurt mo-
rale.”

Being the boss is a difficult job
for many business owners to master.
Their expertise is typically in the
products or services that they sell
and not supervising others. As a re-
sult, entrepreneurs are often guilty
of handling employee mishaps
poorly—or for allowing such blun-
ders to occur in the first place.

“They’re in business because
they have talent in their field, but it
doesn’t mean they’re capable man-
agers,” says Rod Means, a district
director in San Diego for SCORE, a
nonprofit small-business mentoring
and training organization.

The root of the problem is that
entrepreneurs see the workplace
differently than most workers, says
Wayne A. Hochwarter, a professor of
management at the College of Busi-
ness at Florida State University.
“When you’re running your own
place, you’ve got everything vested
in it. It’s an emotional thing,” he
says. But for the average employee,
“it’s just a job, and sometimes not a
well-paying job.”

Here’s a look at other manage-
ment mistakes entrepreneurs con-
fess to having made—and how to
avoid them:

Failing to check for compe-
tence: Jimmy Tomczak, founder of
Paper-Feet, a sandal manufacturer
and retailer in Ann Arbor, Mich.,
says an intern once incorrectly as-
sembled 25 of his company’s prod-
ucts, costing the business $500 in

retail sales. He had showed her
what needed to be done but failed
to check if his instructions regis-
tered clearly. “Now I make sure that
new hires can demonstrate compe-
tence before letting them go on
their own,” he says.

A simple way to prevent costly
errors is to take the time to pa-
tiently teach employees how a job
should be done, says Dr.
Hochwarter. Too often entrepre-
neurs hire people without providing
clear job descriptions or training,
and instead leave workers to their
own devices, which can lead to con-
fusion and conflict, he says.

Lying to avoid hurt feelings:
Ethan Fieldman, co-founder of
Group Interactive Networks Inc., a
software company in Gainesville,
Fla., says he once severed ties with
a contractor whose job performance
wasn’t up to par by telling him that
the firm didn’t have any more as-
signments available. But afterward,
Mr. Fieldman says he and several

employees at the company began
regularly receiving emails from the
laid-off contractor asking if any new
jobs had opened up. It’s been six
years and Mr. Fieldman says the
emails continue to land in their in-
boxes.

Though it can be awkward to de-
liver bad news, managers should be
honest about why they’re dismissing
someone, says Daniel M. Murphy,
co-founder of the Growth Coach, a
small-business-coaching franchise in
Cincinnati. “Giving the truth is good
for the business and for the devel-
opment of that person,” he says.
Any sort of lie “could spill down
throughout the organization,” re-
sulting in the spread of false ru-
mors.

Blindly trusting workers: When
Wendy Maynard co-launched Kine-
sis Inc., a Portland, Ore., Web-de-
sign and marketing firm, in 2000,
she says she and her business part-
ner didn’t create an employee hand-
book or even verbally express how

they expected their staff to behave.
“We made a big assumption that
our professional norms were other
people’s professional norms,” she
says. Yet some of their first hires
came to the office wearing low-cut
jeans with underwear and tattoos
showing. One staffer worked on
freelance assignments for other
companies while on the clock. “We
quickly had to change things,” Ms.
Maynard says.

Entrepreneurs should define in
writing what kind of behavior is al-
lowed and what isn’t in the work-
place, says Janice Brown, founder of
Brown Law Group, a San Diego law
firm that specializes in employment
litigation. The effort will not only
deter employee misconduct, but also
help a company fight wrongful ter-
mination lawsuits or false unem-
ployment claims by former employ-
ees, she says.

Giving mixed signals: Hajo En-
gelke, founder of Custom Choice
Cereal LLC, an online retailer in

Durham, N.C., normally wears a t-
shirt, shorts and flip-flops to work.
Last summer, he teased a new re-
cruit for showing up in a suit and
dripping with sweat. Yet the very
next day, Mr. Engelke walked into
the office dressed in just the kind of
formal outfit he criticized his em-
ployee for wearing the day before.
(The reason: Mr. Engelke had a
meeting with a potential investor,
which he neglected to mention to
the new recruit.) Upon seeing Mr.
Engelke dressed this way, the em-
ployee’s “jaw dropped,” recalls the
entrepreneur. “Every day after [the
employee] would ask what he
should wear to work.”

Entrepreneurs need to remember
that workers look to them for cues
on to how to behave, warns Mr.
Murphy. “As the owner, you are in
charge of setting the tone for the
environment and the culture,” he
says. “What employees want more
than anything is clarity of what are
the rules and expectations.”

And while few home-based en-
trepreneurs have employees, for
those who do, being forgetful of
workers’ schedules can prove em-
barrassing. In June, the home-based
entrepreneur Jamie Annarino forgot
that her sole employee, a part-time
intern, was scheduled to work out of
her kitchen on a day he normally
had off. Using a key she provided
him, the 21-year-old college student
let himself in and was greeted by an
unsuspecting Ms. Annarino in the
buff. “His eyes got as big as sau-
cers,” recalls Ms. Annarino, owner
of Red Clay, a public-relations firm
in Atlanta. She now pays close at-
tention to her employee’s schedule
to avoid creating such discomfort
ever again.

Mr. Murphy says entrepreneurs
sometimes make such embarrassing
mistakes because they’re too busy
building their businesses to focus on
the little things. “Their heads are
down so they’re not taking the time
to think,” he says. His advice is to
take being a boss seriously and put
the same effort into leading as other
top responsibilities. “Just because
you hire somebody your job isn’t
done,” he says. “It’s just beginning.”

BY SARAH E. NEEDLEMAN

Jimmy Tomczak of Paper-Feet, a sandal manufacturer, learned the hard way that some workers need extra training.
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As you may have read in my (self-published) book...
Charles Martin is among hun-

dreds of dentists doing business in
the Richmond, Va., metro area. But
his resume lists one credential that
few of his peers boast: Author.

“If you write a book, you are an
expert,” says Dr. Martin, who spent
roughly $40,000 to publish and
market five books, including “Are
Your Teeth Killing You?” and “This
Won’t Hurt a Bit.” Dr. Martin says
those books have brought in roughly
450 new patients to his practice.
“Who would you rather go to?” he
asks. “Someone who has written a
book, or someone who hasn’t?”

Books are becoming popular
marketing tools for the self-em-
ployed. An estimated 764,448 titles
written by entrepreneurs and other
nontraditional authors were pub-
lished in the U.S. in 2009, including
reprints. That’s more than double
2008’s figure and six times as many
as in 2007, according to Bowker
LLC, which, for U.S. publishers, as-
signs the unique ISBN numbers that

identify books. Entrepreneurs in
most cases aren’t actually looking to
produce best-sellers. Instead, most
are taking advantage of new forms
of publishing, including electronic
publishing and print-on-demand, to

generate “invisible income,” says
Adam Witty, founder of five-year-
old Advantage Media Group Inc., a
Charleston, S.C., publisher. That in-
come stems from “speaking, con-
sulting, press and new customers.

It’s not about selling copies.” Mr.
Witty is the author of “21 Ways to
Build Your Business with a Book.”

In November, Jonathan Watts
self-published a book he wrote
called “Deadspeak: Paranormal Au-
dio Recording for Everyone.” He’s
using the roughly $10,000 invest-
ment to boost his standing as a par-
anormal researcher and build buzz
for his start-up, WeAreParanor-
mal.com, a subscription-based ser-
vice he describes as a Facebook for
ghost hunters. “While you may
come to my website to get a copy of
my book, you might also buy a sub-
scription or vice versa,” he says.

Already, Mr. Watts says his book,
which has sold about 2,200 copies
for $14.99 apiece, has helped him
land more than a dozen paid speak-
ing gigs in 2011 for events such as
“Haunted Wilkes,” a candlelight
ghost tour and conference held in
Wilkesboro, N.C. “Once you’re pub-
lished, it’s like having a lab coat and
being a doctor,” he says. “It auto-
matically opens up all kinds of
doors.”

Other entrepreneurs credit their
books with helping them survive the
recession. Bill Hirsch, an architect in
Cary, N.C., self-published his book,
“Designing Your Perfect House,” in
early 2008. “It’s made up the differ-
ence that the downturn in the econ-
omy would have hit me with,” he
says. “All of my work was local be-
fore. Now my work is all over the
country.”

The trend wouldn’t have been
possible without the emergence of
print-on-demand publishers, which
allow writers to publish books for
little or no cost in exchange for a
percentage of sales. A book doesn’t
have to be shopped around in hopes
that a big-name publisher will buy
it. The electronic-book market and
the Internet in general have also
eased the distribution process for
authors. “Within five minutes you
can now upload a file and have a
book,” says Florrie Kichler, presi-
dent of the Independent Book Pub-
lishers Association, a trade group
based in Manhattan Beach, Calif.
“It’s that simple.”

BY SARAH E. NEEDLEMAN

Charles Martin says his five books—including ‘Are Your Teeth Killing You?’—have
helped bring hundreds of new patients to his dental practice.
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Schwarzenegger exits, legacy vague
SACRAMENTO, Calif.—California

Gov. Arnold Schwarzenegger, the
former action-movie hero, said he
would “blow up the boxes” of state
government when he became gover-
nor of the most populous U.S. state
more than six years ago.

California poses special chal-
lenges for those who occupy the
governor’s chair: Its cap on property
taxes limits the chief executive’s op-
tions, and its free-wheeling voter-
initiative process can undermine a
leader’s best-laid plans. Even so, Mr.
Schwarzenegger’s struggle to im-
prove the state’s finances amid an
uncertain economy illustrates the
difficulties looming before the na-
tion’s 26 new governors, many of
whom face fiscal problems much like
those facing California in 2003.

Mr. Schwarzenegger came to of-
fice after an extraordinary recall
election to replace Democratic Gov.
Gray Davis that featured 135 candi-
dates, from established state politi-
cians to minor celebrities.

As Mr. Schwarzenegger left office
Monday, the bureaucratic “boxes” he
targeted remained. Although Mr.
Schwarzenegger, a Republican, suc-
cessfully collaborated with the Dem-
ocratic-dominated legislature to
pass a landmark greenhouse-gas
emissions law, he failed to solve the
state’s fiscal crises. That leaves
Democratic Gov. Jerry Brown, who
was inaugurated Monday, with a
projected $28 billion budget short-
fall through June 2012.

Mr. Schwarzenegger’s legacy may
now hinge on whether incremental
and unproven revisions to the state’s
electoral and fiscal systems pan out.

“He started out with his ‘Termi-
nator’ sunglasses, and he’s going out
with green eyeshades,” said John
Pitney, a Claremont McKenna Col-
lege political scientist and former
GOP official. “Perhaps reforms of the
primary process and redistricting
will have some long-lasting effects,

but only time will tell.”
Those political-system revisions

could lead voters to elect more-cen-
trist lawmakers: They charge an in-
dependent panel rather than the
state legislature with drawing dis-
trict lines for legislative races, and
they eliminate traditional partisan
primary elections. But some political
scientists say the changes will have
little or no effect.

Mr. Schwarzenegger also won
two long sought-after changes to the
budget system. One created a two-
tiered pension system for govern-
ment workers, which his office esti-
mated would save the state $100 bil-
lion over 30 years. The other created
a 2012 ballot measure that would
impose a spending limit on the state
budget. Experts say future gover-
nors can easily do away with the

pension revision.
Mr. Schwarzenegger’s adminis-

tration was marred during the past
two years as he presided over a cu-
mulative $90 billion budget shortfall
and legislative gridlock that forced
the state to issue IOUs for only the
second time since the Great Depres-
sion. As pressure rose to rein in gov-
ernment, he raised taxes and slashed
spending, especially on education.

Mr. Schwarzenegger said he was
unsure what his next step would be.
He has said that he would consider
returning to acting if the script was
right, but that running for the U.S.
Senate was unlikely.

He blundered in 2005, when vot-
ers rejected four ballot measures
that Mr. Schwarzenegger said were
needed to fix California. Labor
unions assailed the slate of initia-
tives, which would have imposed a
budgetary spending cap and created
a new legislative redistricting panel,
among other things.

“Picking a fight with the teachers
and nurses [unions], or choosing to

do redistricting in the manner in
which he chose to do it; all of those
things were misspent capital,” said
Don Perata, a former Democratic
California Senate president during
Mr. Schwarzenegger’s term.

In 2006 and 2007, the self-de-
scribed centrist governor pivoted
and began working with Democratic
lawmakers. Their biggest achieve-
ment: passing AB 32, legislation that
requires emissions of greenhouse
gases in the state to be reduced to
1990 levels by 2020.

Mr. Schwarzenegger easily won
re-election in 2006 and, during
2007, his approval rating rebounded
to about 60%. But a year later, Cali-
fornia’s economy cratered. The state
faced the first of its budget short-
falls, which worsened in part be-
cause Mr. Schwarzenegger borrowed
to close gaps during his first tenure.

Financial difficulties dominated
the final two years of his adminis-
tration. He and legislators engaged
in budget stalemates, forcing the
state to issue the IOUs and delay
construction projects. Republicans
reviled him for raising taxes. Demo-
crats and social-welfare groups de-
cried his spending cuts to education,
and health and social programs.

Mr. Schwarzenegger did end his
tenure on a winning note. In addi-
tion to his budget changes, he
helped defeat an oil-industry-backed
ballot measure that would have sus-
pended AB 32.

In an interview in August, Mr.
Schwarzenegger, 63, conceded that
he did not streamline government as
much as he had hoped to do.

“It’s true that we did not blow up
all the boxes I intended to blow up.
It was more difficult than I thought,”
Mr. Schwarzenegger said. “That
does not mean it was wrong to have
that goal, because I think that if you
have no goal, then you wouldn’t go
after that in the first place. I always
shoot for the top, and whatever you
can get under the circumstances,
you get,” Mr. Schwarzenegger said.

BY STU WOO

Arnold Schwarzenegger, left, pushed
legislation to cut carbon emissions as
California governor. Successor Jerry
Brown, 72, above, is returning to a
post he left 28 years ago.
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Office market shows sign of life
The amount of office space occu-

pied by U.S. businesses increased
for the first time in nearly three
years in the fourth quarter of 2010
as more companies that had been
postponing real-estate decisions got
back into the leasing market.

Average office rents also rose, by
0.2% to $22.09 per square foot, reg-
istering their first uptick since the
second quarter of 2008, according
to property research firm Reis Inc.
While the 79 metropolitan areas
tracked by Reis vary greatly, the na-
tional trend means that in many re-
gions the balance of power is shift-
ing to landlords from tenants.

The office market has been hard
hit by job losses. From January
2008 to September 2010, businesses
vacated 137.8 million square feet of
office space—more than the inven-
tory in Chicago’s central business
district. In the last three months of
2010, however, occupied office space
in the U.S. grew by 2.5 million
square feet.

On the whole, the office-market
recovery remains weak. The na-
tional vacancy rate of 17.6%, un-
changed from the third quarter of
2010, is the highest since 1993, ac-
cording to Reis. Average rents are

still well below highs of more than
$25 per square foot in mid-2008.

Real-estate developers expect
more pain to come this year as more
debt comes due, refinancing options
remain limited, and supply contin-
ues to exceed demand in overbuilt
markets like Phoenix and Las Vegas.

But as businesses gain confi-
dence about their growth prospects
amid a strengthening economy, mar-
kets across the country are seeing
signs of improvement. The biggest
increases in average rents in the
fourth quarter came in Pittsburgh,
New York City and San Francisco,
thanks in part to demand for space
from financial-services and technol-
ogy firms. French financial giant So-
ciete Generale last month an-
nounced a 20-year, 444,000
square-foot lease on Manhattan’s
Park Avenue, the biggest office lease
in Manhattan in 2010.

In Cleveland, closely held tech-
nology provider MCPc Inc. last week
announced a 98,000 square-foot, 10-
year lease in a downtown office
building. To accommodate growth in
recent years, MCPc had been adding
satellite facilities, accumulating
65,000 square feet in the suburbs.
Now the company wants to consoli-
date in a more visible location.

“It’s been inefficient, but it’s got

us through the recession,” says
Chief Executive Mike Trebilcock.
“It’s time to come out of the com-
fort of the suburbs and put our-
selves front and center.”

Deep-pocketed real-estate inves-
tors are noting of signs of stability
in the office market and starting to
make bets in cities hit hard by the
recession. In Atlanta, Parkway Prop-
erties Inc. said last month it was
under contract to buy the office and
retail portion of a 50-story tower in
the upscale Buckhead neighborhood
for $167.3 million, or about $346 per
square foot. It’s one of the priciest
office-building deals Atlanta has
seen in years, and comes despite a
glut of new space in Buckhead.

Meanwhile in Miami, a property
fund managed by an affiliate of
Jones Lang LaSalle Inc., the com-
mercial real-estate brokerage, is
paying $106 million for the I.M.-Pei-
designed Miami Tower. “Miami is a
cyclical market that, we think, will
recover sometime,” said Jim
Hutchinson, who runs the fund.

Miami’s 15.9% vacancy rate is
slightly below the national average.
Other Sun-Belt metropolitan areas
are suffering from more oversupply,
with vacancy rates still hovering
around 25% in Las Vegas, Phoenix,
and California’s Inland Empire.

BY ANTON TROIANOVSKI

U.S. NEWS

Jump in manufacturing
bodes well for the new year
cember’s strong readings in new or-
ders and production, combined with
positive comments from the panel,
should create momentum as we go
into the first quarter of 2011,” he
said.

Last year ended on a high note at
Red Wing Shoe Co., in Redwing,
Minn. A year ago, the company was
planning to shut down a factory in
Danville, Ky. But growing orders
prompted it to keep the plant’s
doors open and to modestly add to
its companywide headcount of
about 2,100 workers.

“We ended up with quite a strong
year on all measures—on revenues
and shipments and earnings,” said
company president David Murphy.

In Asia, manufacturing in South
Korea and Taiwan accelerated in De-
cember even as expansion in China
and India slowed, with developed
markets in the U.S. and Europe sup-
porting the region’s exporters.

The data released Monday by
HSBC Holdings PLC highlighted con-
tinued strength in Asia but also re-
inforced concerns about rising infla-
tionary pressures that likely will
prompt some central banks in the
region to keep tightening monetary

Continued from first page

policy.
The figures suggested the South

Korean and Taiwanese economies
continued to rebound from a lull
late last year, when fears of set-
backs in the U.S. and European
economies sent ripples of caution
through Asia, where growth remains
dependent on exports.

—Michael S. Derby,
Aries Poon and Arran Scott

contributed to this article.

Strengthening
Purchasing-managers index for the
euro zone’s manufacturing sector

Source: Markit Economics
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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 620.50 -8.50 -1.35% 634.00 356.75
Soybeans (cents/bu.) CBOT 1379.00 -24.00 -1.71 1,409.00 871.50
Wheat (cents/bu.) CBOT 805.50 11.25 1.42% 864.25 504.75
Live cattle (cents/lb.) CME 106.975 -1.375 -1.27 108.975 88.750
Cocoa ($/ton) ICE-US 3,035 ... Closed 3,477 2,410
Coffee (cents/lb.) ICE-US 240.50 ... Closed 242.25 131.40
Sugar (cents/lb.) ICE-US 32.12 ... Closed 34.77 11.90
Cotton (cents/lb.) ICE-US 142.20 ... Closed 159.12 61.89
Crude palm oil (ringgit/ton) MDEX 3,852.00 64 1.69 3,861 1,970
Cocoa (pounds/ton) LIFFE 2,017 ... Closed 2,322 0
Robusta coffee ($/ton) LIFFE 2,097 ... Closed 2,152 0

Copper (cents/lb.) COMEX 445.75 1.05 0.24 449.80 230.00
Gold ($/troy oz.) COMEX 1422.90 1.50 0.11 1,432.50 897.30
Silver (cents/troy oz.) COMEX 3112.50 18.80 0.61 3,127.50 1,475.00
Aluminum ($/ton) LME 2,467.00 ... Closed 2,481.50 1,857.00
Tin ($/ton) LME 26,870.00 ... Closed 27,325.00 14,975.00
Copper ($/ton) LME 9,660.00 ... Closed 9,660.00 6,120.00
Lead ($/ton) LME 2,563.00 ... Closed 2,616.00 1,580.00
Zinc ($/ton) LME 2,441.00 ... Closed 2,659.00 1,617.00
Nickel ($/ton) LME 24,945 ... Closed 27,590 17,100

Crude oil ($/bbl.) NYMEX 91.55 0.17 0.19 93.87 60.30
Heating oil ($/gal.) NYMEX 2.5528 0.0104 0.41 2.5881 1.5800
RBOB gasoline ($/gal.) NYMEX 2.4273 -0.0030 -0.12 2.4671 1.8472
Natural gas ($/mmBtu) NYMEX 4.614 0.192 4.34 11.610 3.854
Brent crude ($/bbl.) ICE-EU 94.84 0.09 0.09 133.57 68.09
Gas oil ($/ton) ICE-EU 798.50 30.50 3.97 800.75 625.25

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

Currencies London close on Jan. 3
Per In

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

Argentina peso-a 5.3095 0.1883 3.9738 0.2517
Brazil real 2.2079 0.4529 1.6525 0.6052
Canada dollar 1.3234 0.7556 0.9905 1.0096

1-mo. forward 1.3242 0.7552 0.9911 1.0090
3-mos. forward 1.3262 0.7540 0.9925 1.0075
6-mos. forward 1.3297 0.7520 0.9952 1.0048

Chile peso 622.85 0.001606 466.15 0.002145
Colombia peso 2545.50 0.0003929 1905.10 0.0005249
Ecuador US dollar-f 1.3361 0.7484 1 1
Mexico peso-a 16.3793 0.0611 12.2586 0.0816
Peru sol 3.7432 0.2671 2.8015 0.3570
Uruguay peso-e 26.589 0.0376 19.900 0.0503
U.S. dollar 1.3361 0.7484 1 1
Venezuela bolivar 5.74 0.174268 4.29 0.232848

ASIA-PACIFIC
Australia dollar 1.3118 0.7623 0.9817 1.0186
China yuan 8.8060 0.1136 6.5906 0.1517
Hong Kong dollar 10.3805 0.0963 7.7690 0.1287
India rupee 59.6324 0.0168 44.6300 0.0224
Indonesia rupiah 12012 0.0000833 8990 0.0001112
Japan yen 109.16 0.009161 81.70 0.012241

1-mo. forward 109.12 0.009164 81.67 0.012245
3-mos. forward 109.05 0.009170 81.62 0.012253
6-mos. forward 108.91 0.009182 81.51 0.012269

Malaysia ringgit-c 4.0946 0.2442 3.0645 0.3263
New Zealand dollar 1.7236 0.5802 1.2900 0.7752
Pakistan rupee 114.575 0.0087 85.750 0.0117
Philippines peso 58.487 0.0171 43.773 0.0228
Singapore dollar 1.7153 0.5830 1.2838 0.7790
South Korea won 1502.03 0.0006658 1124.15 0.0008896
Taiwan dollar 38.887 0.02572 29.104 0.03436
Thailand baht 40.178 0.02489 30.070 0.03326

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

Euro zone euro 1 1 0.7484 1.3361
1-mo. forward 1.0000 1.0000 0.7484 1.3361
3-mos. forward 1.0003 0.9997 0.7486 1.3358
6-mos. forward 1.0008 0.9992 0.7490 1.3351

Czech Rep. koruna-b 25.022 0.0400 18.727 0.0534
Denmark krone 7.4530 0.1342 5.5780 0.1793
Hungary forint 277.76 0.003600 207.88 0.004810
Norway krone 7.7872 0.1284 5.8281 0.1716
Poland zloty 3.9473 0.2533 2.9543 0.3385
Russia ruble-d 40.869 0.02447 30.587 0.03269
Sweden krona 8.9461 0.1118 6.6955 0.1494
Switzerland franc 1.2482 0.8012 0.9342 1.0705

1-mo. forward 1.2477 0.8015 0.9338 1.0709
3-mos. forward 1.2469 0.8020 0.9332 1.0716
6-mos. forward 1.2453 0.8031 0.9320 1.0730

Turkey lira 2.0856 0.4795 1.5609 0.6407
U.K. pound 0.8639 1.1575 0.6466 1.5467

1-mo. forward 0.8641 1.1573 0.6467 1.5463
3-mos. forward 0.8645 1.1567 0.6470 1.5455
6-mos. forward 0.8654 1.1555 0.6477 1.5439

MIDDLE EAST/AFRICA
Bahrain dinar 0.5037 1.9852 0.3770 2.6525
Egypt pound-a 7.7510 0.1290 5.8010 0.1724
Israel shekel 4.7313 0.2114 3.5410 0.2824
Jordan dinar 0.9457 1.0575 0.7078 1.4129
Kuwait dinar 0.3754 2.6639 0.2810 3.5594
Lebanon pound 2006.23 0.0004984 1501.50 0.0006660
Saudi Arabia riyal 5.0108 0.1996 3.7502 0.2667
South Africa rand 8.8470 0.1130 6.6213 0.1510
United Arab dirham 4.9076 0.2038 3.6730 0.2723

SDR -f 0.8676 1.1526 0.6493 1.5400

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 600 278.02 2.21 0.80% 0.8% 7.9%

14 Stoxx Europe 50 2602.92 16.46 0.64 0.6 -0.7

27 Euro Zone Euro Stoxx 278.75 4.30 1.57 1.6 -0.3

14 Euro Stoxx 50 2839.43 46.61 1.67 1.7 -5.9

15 Austria ATX 2951.88 47.41 1.63 1.6 16.4

10 Belgium Bel-20 2631.84 53.24 2.06 2.1 2.6

12 Czech Republic PX 1243.4 18.6 1.52 1.5 9.8

22 Denmark OMX Copenhagen 430.83 3.82 0.89 0.9 32.2

14 Finland OMX Helsinki 7812.24 150.34 1.96 2.0 17.9

13 France CAC-40 3900.86 96.08 2.53 2.5 -2.8

14 Germany DAX 6989.74 75.55 1.09 1.1 15.6

... Hungary BUX 21745.86 418.79 1.96 2.0 0.9

12 Ireland ISEQ 2885.10 Closed ... -6.9

11 Italy FTSE MIB 20436.28 262.99 1.30 1.3 -13.2

10 Netherlands AEX 359.86 5.29 1.49 1.5 4.9

11 Norway All-Shares 490.16 3.68 0.76 0.8 14.1

17 Poland WIG 48004.74 514.83 1.08 1.1 17.7

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

5 Portugal PSI 20 7704.29 115.98 1.53 1.5 -10.4

... Russia RTSI 1770.28 -2.25 -0.13% -0.1 22.5

9 Spain IBEX 35 9888.3 29.2 0.30% 0.3 -18.6

15 Sweden OMX Stockholm 375.82 7.28 1.98 2.0 23.6

14 Switzerland SMI 6493.88 57.84 0.90 0.9 -2.1

... Turkey ISE National 100 67607.90 1603.42 2.43 2.4 26.7

13 U.K. FTSE 100 5899.94 Closed ... 7.3

16 ASIA-PACIFIC DJ Asia-Pacific 142.86 0.33 0.23 0.2 14.5

... Australia SPX/ASX 200 4745.24 Closed ... -2.7

... China CBN 600 26701.26 Closed ... -7.3

14 Hong Kong Hang Seng 23436.05 400.60 1.74 1.7 7.4

20 India Sensex 20561.05 51.96 0.25 0.3 17.1

... Japan Nikkei Stock Average 10228.92 Closed ... -4.0

... Singapore Straits Times 3235.77 45.73 1.43 1.4 11.8

11 South Korea Kospi 2070.08 19.08 0.93 0.9 22.0

17 AMERICAS DJ Americas 345.35 4.48 1.31 1.3 14.6

... Brazil Bovespa 69868.51 563.70 0.81 0.8 -0.1

18 Mexico IPC 38585.47 34.68 0.09 0.1 18.6

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

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

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

Australia 0.9817 1.5184 1.0509 0.1466 0.0321 0.1684 0.0120 0.2772 1.3118 0.1760 0.9912 ...

Canada 0.9905 1.5319 1.0603 0.1479 0.0324 0.1699 0.0121 0.2797 1.3234 0.1776 ... 1.0089

Denmark 5.5780 8.6272 5.9712 0.8331 0.1824 0.9571 0.0683 1.5753 7.4530 ... 5.6318 5.6818

Euro 0.7484 1.1575 0.8012 0.1118 0.0245 0.1284 0.0092 0.2114 ... 0.1342 0.7556 0.7623

Israel 3.5410 5.4767 3.7906 0.5289 0.1158 0.6076 0.0433 ... 4.7313 0.6348 3.5751 3.6069

Japan 81.6950 126.3536 87.4538 12.2016 2.6709 14.0174 ... 23.0712 109.1568 14.6459 82.4827 83.2145

Norway 5.8281 9.0140 6.2389 0.8705 0.1905 ... 0.0713 1.6459 7.7872 1.0448 5.8843 5.9365

Russia 30.5870 47.3074 32.7431 4.5683 ... 5.2482 0.3744 8.6380 40.8688 5.4835 30.8819 31.1559

Sweden 6.6955 10.3555 7.1674 ... 0.2189 1.1488 0.0820 1.8908 8.9461 1.2003 6.7600 6.8200

Switzerland 0.9342 1.4448 ... 0.1395 0.0305 0.1603 0.0114 0.2638 1.2482 0.1675 0.9432 0.9515

U.K. 0.6466 ... 0.6921 0.0966 0.0211 0.1109 0.0079 0.1826 0.8639 0.1159 0.6528 0.6586

U.S. ... 1.5467 1.0705 0.1494 0.0327 0.1716 0.0122 0.2824 1.3361 0.1793 1.0096 1.0186

Source: Thomson Reuters via WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of January 03, 2011

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

...% ... ALL COUNTRY (AC) WORLD* 330.64 -0.29% 10.4% 10.4%

... ... World (Developed Markets) 1,280.07 -0.26 9.6 9.6

... ... World ex-EMU 153.91 -0.22 12.6 12.6

... ... World ex-UK 1,279.96 -0.24 10.0 10.0

... ... EAFE 1,658.30 -0.52 4.9 4.9

... ... Emerging Markets (EM) 1,151.39 -0.49 16.4 16.4

... ... EUROPE 95.38 -0.46 8.0 8.0

... ... EMU 168.00 -0.54 -6.9 -6.9

... ... Europe ex-UK 102.40 -0.43 5.9 5.9

... ... Europe Value 100.00 -0.38 0.6 0.6

... ... Europe Growth 87.97 -0.53 15.5 15.5

... ... Europe Small Cap 200.18 0.30 27.4 27.4

... ... EM Europe 341.20 -0.79 22.5 22.5

... ... UK 1,743.88 -1.20 8.5 8.5

... ... Nordic Countries 178.54 -0.16 31.0 31.0

... ... Russia 881.28 0.04 18.1 18.1

... ... South Africa 830.52 0.27 17.4 17.4

... ... AC ASIA PACIFIC EX-JAPAN 478.88 -0.30 15.0 15.0

... ... Japan 561.37 0.00 -1.2 -1.2

... ... China 66.48 0.69 2.6 2.6

... ... India 811.34 0.56 14.7 14.7

... ... Korea 587.07 0.00 22.1 22.1

... ... Taiwan 319.19 0.74 7.9 7.9

... ... US BROAD MARKET 1,423.91 0.11 15.1 15.1

... ... US Small Cap 2,109.05 0.67 26.2 26.2

... ... EM LATIN AMERICA 4,613.65 -0.40 12.1 12.1

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

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

Dow Jones Indexes
Price-to-

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

Global TSM 2630.11 0.82% 11.5%

Global Dow 1485.30 1.38% 13.0% 2107.74 0.97 4.6

Global Titans 50 179.20 1.37 9.3 178.81 0.96 1.1

Europe TSM 2758.86 0.38 0.9

Developed Markets TSM 2537.51 0.80 10.8

Emerging Markets TSM 4845.74 0.97 17.8

Africa 50 973.80 0.30 30.2 825.90 -0.10 20.5

BRIC 50 519.60 1.50 18.1 661.91 1.10 9.3

GCC 40 635.90 1.08 32.9 539.33 0.68 23.0

U.S. TSM 13319.06 1.43 15.1

Kuwait Titans 30 -c 231.76 0.56 26.3

RusIndex Titans 10 -c 3994.00 0.40 26.4 6765.00 0.20 18.0

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

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

Turkey Titans 20 -c 671.70 1.34% 29.8% 804.22 2.33% 27.0%

Global Select Div -d 189.60 0.48 14.3 216.84 0.08 5.8

Asia/Pacific Select Div -d 296.76 -0.28 9.3

U.S. Select Dividend -d 361.68 0.90 13.1

Islamic Market 2245.31 0.79 11.7

Islamic Market 100 1977.60 1.17 13.3 2261.45 0.77 4.8

Islamic Turkey -c 1775.50 1.50 24.8 3649.62 2.49 22.1

Sustainability 936.80 0.82 10.7 1056.79 0.42 2.4

Brookfield Infrastructure 1785.50 0.79 19.9 2274.54 0.39 10.9

Luxury 1346.70 2.35 53.1 1525.51 1.94 41.6

UAE Select Index 249.64 -0.33 -8.3

DJ-UBS Commodity 168.20 0.92 24.0 163.24 0.52 14.7

*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
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Defection hobbles Pakistani leader
The government of Pakistan

President Asif Ali Zardari appeared
set to hang on to power despite a
disintegration of the ruling coalition
Sunday, following signs that a key
opposition party is unlikely to force
a no-confidence vote.

But the government’s shaky
standing will limit its ability to take
unpopular steps, including a tax
overhaul, that foreign donors say
are needed to avert an economic
meltdown.

The Pakistan-Muslim League (N),
the main opposition party, is likely to
decide at a Tuesday meeting of its
executive committee not to attempt
to topple the government, said Raoof
Hasan, a media consultant to the
party who is close to Shahbaz Sharif,
president of the PML(N) and brother
of party founder Nawaz Sharif, the
former prime minister.

Prime Minister Yousuf Raza Gi-
lani met with Shahbaz Sharif, who is
also chief minister of Punjab prov-
ince, in Lahore on Monday in a bid
to avert a crisis. PML(N) executive
board member, Chaudhry Nisar Ali
Khan, said after the meeting that the
party had agreed not to destabilize
the government, but didn’t elabo-
rate, the Associated Press reported.

On Sunday, a key coalition part-
ner of the Pakistan People’s Party-
led government, the Muttahida
Qaumi Movement, joined the opposi-
tion, depriving the administration of
a majority in the National Assem-
bly—the lower house of Parlia-
ment—making it difficult to pass
new economic policies.

Where the government has
pushed overhauls, such as slashing
petroleum subsidies, it has faced a
backlash in the National Assembly.
The MQM on Sunday cited rising pe-
troleum prices as one reason for
joining the opposition.

Under Pakistan’s parliamentary
system, a government doesn’t fall
automatically on losing a majority

but must be voted out by a no-confi-
dence motion, passed by a majority
of lawmakers. Pakistan’s opposition
is also fractured, making it unlikely
that the PML(N) could win such a
vote, Mr. Hasan said.

Farhatullah Babar, a spokesman
for Mr. Zardari, said the government
believed the opposition wasn’t
united enough to win a no-confi-
dence vote. The government now
faces the challenge of tackling an es-
calating economic crisis without a
majority in the National Assembly.

Foreign donors including the In-
ternational Monetary Fund, World
Bank and Asian Development Bank
have been frustrated over Pakistan’s
failure to tackle a growing budget

deficit by implementing changes
aimed at boosting revenue and cut-
ting spending.

The U.S., one of the largest do-
nors to multilateral institutions, has
publicly called on Pakistan to do
more. In October, Secretary of State
Hillary Clinton told a meeting of
Pakistan’s foreign donors in Brussels
that the country must increase tax
revenue, which in 2010 equaled
10.2% of gross domestic product,
one of the world’s lowest ratios.

But the prospect of boosting tax
revenue appears bleak amid the cur-
rent political crisis, Pakistani and
Western officials say.

Mr. Zardari’s government has
faced opposition from the PML(N) to

its efforts to bring in a general sales
tax, a move backed by the U.S. and
other donors. The PML(N) says such
a tax will hurt ordinary Pakistanis.
The party wants sectors that benefit
the elite but are currently exempt,
such as agriculture and construc-
tion, to also face taxation.

Pakistan’s budget deficit has
grown to between 6% and 8% of GDP,
above a 4% target for the current
fiscal year to June 30. To fund the
shortfall, the government borrowed
$3.6 billion from the central bank
from July 1 to early December, a
move that amounted to printing
money, stoking inflation.

Foreign donors have begun over
the past six months to withhold aid

on which the government depends
until tax overhauls and other
changes, such as reducing electricity
subsidies, are implemented.

The World Bank and Asian Devel-
opment Bank haven’t transferred
any of a combined $3 billion in bud-
get support pledged for this fiscal
year, said a senior Pakistan Finance
Ministry official. The IMF has with-
held $3.5 billion from an $11.3 billion
emergency loan package.

To be sure, donors are unlikely to
allow Pakistan’s economy to spiral
out of control, given the central role
the country plays in supporting the
U.S.-led war against the Taliban in
Afghanistan.

For now, Pakistan’s foreign re-
serves are worth five months of im-
ports, meaning the government hasn’t
yet reached a balance of payments
crisis like one in November 2008 that
forced the country to call in the IMF.

The situation could change, how-
ever, if the government fails to take
action to reduce its deficit, forcing
donors to re-evaluate their strategy
of withholding funds, said a senior
Western official in Islamabad.

BY TOM WRIGHT

Hayder Abbas Rizvi, whose MQM party abandoned the ruling coalition Sunday, arrived at Parliament on Monday.
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Seoul vows to boost defenses Afghan court to probe
alleged election fraud

KABUL—Afghanistan’s Supreme
Court said it will investigate more
than 400 cases of alleged fraud in
the country’s September parliamen-
tary elections, a move that could
complicate the appointment of a
new Parliament.

Monday’s announcement comes
two weeks before the deadline to in-
augurate the new Parliament. If the
investigation leaves the overall re-
sults uncertain, Afghanistan could
find itself in a constitutional crisis.

A quarter of the 5.6 million bal-
lots cast during the Sept. 18 polls
were thrown out due to alleged bal-
lot stuffing or voter intimidation.

The Supreme Court’s decision
could stir ethnic tensions. Pashtuns,
the country’s largest ethnic group,
are demanding a new election after
they fared poorly.

Winning candidates and some
Western observers say that Presi-
dent Hamid Karzai, a Pashtun, is us-
ing the Supreme Court to put allies
in power. The president appoints
the members of the Supreme Court
with Parliament’s approval.

Mr. Karzai’s spokesman, Waheed
Omer, denied those allegations.

Haji Sediqullah Haqiq, chief of
the Supreme Court’s special tribunal
on elections, said that the court is
“independent and is not under any
pressure.”

Mr. Haqiq didn’t specify how
many of the alleged fraud cases may
affect the preliminary winners for
Parliament’s 246 seats, but he said
changes would be made. “According
to the constitution, the Supreme
Court is the final arbiter on elec-
tions” and can annul them, Mr.
Haqiq said. “If they inaugurate the
new Parliament before we can make
a ruling, it will create chaos.”

The international community has
rallied behind the results certified
last month by the country’s election
authorities. The United Nations has
appealed for Afghanistan’s courts to
stay out of election matters.

“Lately we’ve seen foreign em-
bassies support the results of the
fraudulent elections without allow-
ing the courts to decide. It’s un-
seemly that our allies, who are try-
ing to win the hearts and the minds
of Afghans, are ignoring the millions
that want the results contested in
court,” said Daud Sultanzoy, a Pash-
tun member of Parliament who lost
his seat in the election.

BY MARIA ABI-HABIB

WORLD NEWS

Source: Heritage Foundation

Taking a cut
Tax revenue as percentage of GDP
in 2010, for selected countries
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SEOUL—South Korean President
Lee Myung-bak used his New Year’s
message to warn North Korea to
halt its “military adventurism,” un-
derscoring the greater priority that
heightened regional tension has de-
manded, though much of his ad-
dress dealt with economic issues.

A year ago, Mr. Lee hardly men-
tioned North Korea in his New
Year’s message. But after the
North’s two military attacks against
the South in 2010, Mr. Lee spent the
first five minutes of the 25-minute
speech on what he called its “grave
challenges.”

“The North must come to the re-
alization that nothing can be gained
through military adventurism,” Mr.
Lee said. “They cannot speak of
peace and solidarity among Korean
people while shelling civilians and
threatening compatriots with nu-
clear attacks.”

On Nov. 23, North Korea attacked
the South’s Yeonpyeong Island with
artillery fire that killed two South
Korean soldiers and two civilians,
destroyed about 30 homes and dam-
aged most other buildings in a vil-
lage where about 1,400 people lived.

Since then, Mr. Lee’s government
and the South’s military have re-
peatedly expressed in strong lan-

guage that South Korea will strike
back at any more attacks from
North Korea.

On Monday, Mr. Lee compared
the South’s reaction to the Nov. 23
attack to what happened in the U.S.
after the Sept. 11, 2001, terrorist at-
tack, noting that Washington used
that event to re-evaluate its security
and intelligence strategies.

“The shelling of Yeonpyeong Is-
land also served as an opportunity
for us to reflect on our security
readiness and overhaul our defense
posture,” Mr. Lee said. “As the safety
and security of the Korean people is
absolute, there cannot be any delay

in establishing security measures.”
North Korea’s annual New Year’s

message followed its usual pattern
of offering an olive branch to Seoul,
then warning South Korea that it is
ready to fight and outlining a list of
things the South should do, includ-
ing ending its military alliance with
the U.S., to smooth relations.

Mr. Lee said he remains open to
dialogue with North Korea but only
if it doesn’t lead to bluster from
Pyongyang. “If the North exhibits
sincerity, we have both the will and
the plan to drastically enhance eco-
nomic cooperation,” he said.

In the 2010 speech, Mr. Lee made
a similar offer in his brief mention
of the North. He urged Pyongyang to
return to the six-nation nuclear dis-
armament talks, set up a new orga-
nization for inter-Korean dialogue,
and look for the remains of casual-
ties from the Korean War of the
1950s. “I hope that North Korea will
engage in genuine dialogue,” he said
at the time.

Most of Mr. Lee’s speech this
year focused on economic matters,
such as expansion of the nation’s
welfare program and efforts to cre-
ate more jobs for young adults just
out of college or military service. He
reiterated previously stated goals of
5% gross domestic product growth
in 2011 and inflation under 3%.

BY EVAN RAMSTAD

President Lee Myung-bak spoke of
‘grave challenges’ on Monday.
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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 99.79% 0.01% 1.20 0.95 1.05

Eur. High Volatility: 14/1 1.53 97.61 0.01 1.84 1.45 1.59

Europe Crossover: 14/1 4.37 102.53 0.05 5.37 4.24 4.68

Asia ex-Japan IG: 14/1 1.03 99.86 0.01 1.25 0.93 1.08

Japan: 14/1 1.01 99.93 0.01 1.10 0.90 1.00

Note: Data as of December 31

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

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

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

Morgan Stanley $420 4.3% 72% 6% 22% ...

JPMorgan 382 3.9 66 14 16 4%

Goldman Sachs 378 3.9 70 14 16 ...

UBS 378 3.9 65 18 15 1

Credit Suisse 333 3.4 63 13 21 4

Deutsche Bank 326 3.4 59 19 20 2

China International Capital Corp Ltd 295 3.0 74 19 7 ...

Bank of China Ltd 291 3.0 52 37 1 10

CITIC Securities 266 2.7 80 17 3 ...

Source: Dealogic

Tracking
credit
markets �
dealmakers

Dow Jones Industrial Average P/E: 15
LAST: 11670.75 s 93.24, or 0.81%

YEAR TO DATE: s 93.24, or 0.8%

OVER 52 WEEKS s 1,086.79, or 10.3%

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

Previous
close, in STOCK PERFORMANCE

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

Societe Generale France Banks 1,924,860 41.84 4.03% 4.0% -16.7%

BNP Paribas France Banks 2,962,587 49.34 3.62 3.6 -13.8

Nokia Finland Telecommunications Equipment 15,155,101 8.02 3.55 3.6 -13.5

Sanofi-Aventis France Pharmaceuticals 2,279,536 49.39 3.22 3.2 -13.0

AXA France Full Line Insurance 4,687,363 12.83 3.05 3.1 -23.6

BHP Billiton U.K. General Mining 1,422,880 2,551 -2.41% unch. 23.6

Rio Tinto U.K. General Mining 1,262,297 4,487 -2.13 unch. 29.3

BG Group U.K. Integrated Oil & Gas 2,302,425 1,296 -1.82 unch. 11.6

GlaxoSmithKline U.K. Pharmaceuticals 3,467,595 1,240 -1.51 unch. -7.4

Anglo American U.K. General Mining 1,098,424 3,336 -1.49 unch. 20.4

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

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

Total S.A. 4,178,458 40.59 2.37% 2.4% -11.4%
France (Integrated Oil & Gas)
UniCredit 204,432,709 1.58 2.33 2.3 -30.6
Italy (Banks)
Unilever 3,580,713 23.77 2.02 2.0 3.7
Netherlands (Food Products)
France Telecom 5,155,510 15.90 1.96 2.0 -10.5
France (Fixed Line Telecommunications)
Daimler AG 3,097,604 51.71 1.93 1.9 37.7
Germany (Automobiles)
Royal Dutch Shell A 3,893,057 25.21 1.92 1.9 16.8
U.K. (Integrated Oil & Gas)
ABB Ltd. 4,130,532 21.22 1.87 1.9 7.6
Switzerland (Industrial Machinery)
Hennes & Mauritz AB Series B 2,116,364 227.90 1.74 1.7 14.4
Sweden (Apparel Retailers)
GDF Suez 2,226,851 27.30 1.68 1.7 -9.7
France (Multiutilities)
ING Groep 11,457,879 7.40 1.59 1.6 1.7
Netherlands (Life Insurance)
UBS 5,209,463 15.58 1.50 1.5 -5.6
Switzerland (Banks)
Siemens 1,775,048 93.96 1.36 1.4 43.5
Germany (Diversified Industrials)
Intesa Sanpaolo 73,574,758 2.06 1.23 1.2 -35.1
Italy (Banks)
BASF SE 1,831,574 60.42 1.21 1.2 34.7
Germany (Commodity Chemicals)
Deutsche Bank 3,440,868 39.56 1.18 1.2 -14.7
Germany (Banks)
Zurich Financial Services AG 331,985 244.90 1.11 1.1 6.5
Switzerland (Full Line Insurance)
Credit Suisse Group 3,129,699 38.06 1.04 1.0 -28.9
Switzerland (Banks)
L.M. Ericsson Telephone Series B 5,581,083 78.95 1.02 1.0 18.0
Sweden (Communications Technology)
Nestle S.A. 4,435,779 55.25 0.91 0.9 8.4
Switzerland (Food Products)
Novartis 2,781,111 55.45 0.91 0.9 0.7
Switzerland (Pharmaceuticals)

Latest,
in local STOCK PERFORMANCE

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

Allianz SE 1,246,405 89.72 0.89% 0.9% 1.3%
Germany (Full Line Insurance)
Deutsche Telekom 10,638,603 9.71 0.60 0.6 -8.4
Germany (Mobile Telecommunications)
Anheuser-Busch InBev N.V. 1,311,810 43.05 0.58 0.6 16.1
Belgium (Beverages)
Banco Bilbao Vizcaya Argentaria 17,455,109 7.60 0.53 0.5 -39.0
Spain (Banks)
Banco Santander 37,159,927 7.97 0.52 0.5 -32.2
Spain (Banks)
ENI 11,303,960 16.42 0.49 0.5 -9.3
Italy (Integrated Oil & Gas)
E.ON AG 6,014,549 23.05 0.48 0.5 -21.3
Germany (Multiutilities)
SAP AG 1,729,328 38.22 0.30 0.3 16.0
Germany (Software)
Telefonica 14,742,738 17.00 0.21 0.2 -14.2
Spain (Fixed Line Telecommunications)
Roche Holding 1,273,164 136.80 -0.15 -0.1 -24.3
Switzerland (Pharmaceuticals)
Vodafone Group 30,258,271 165.80 -0.72 ... 15.7
U.K. (Mobile Telecommunications)
Bayer AG 1,833,296 54.87 -0.78 -0.8 -2.7
Germany (Specialty Chemicals)
Barclays 8,138,586 261.65 -1.00 ... -6.7
U.K. (Banks)
Tesco 5,216,394 425.00 -1.06 ... -0.8
U.K. (Food Retailers & Wholesalers)
HSBC Holdings 8,998,198 651.10 -1.11 ... -10.4
U.K. (Banks)
British American Tobacco 1,099,403 2,464 -1.16 ... 21.2
U.K. (Tobacco)
BP PLC 9,444,118 465.55 -1.20 ... -24.1
U.K. (Integrated Oil & Gas)
Diageo 1,431,320 1,185 -1.25 ... 9.4
U.K. (Distillers & Vintners)
Standard Chartered PLC 1,146,258 1,726 -1.37 ... 11.0
U.K. (Banks)
Astrazeneca 1,021,292 2,922 -1.48 ... -0.6
U.K. (Pharmaceuticals)

Sources: Thomson Reuters

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 18.0 $29.64 0.26 0.88%
Alcoa AA 40.1 15.80 0.40 2.63
AmExpress AXP 6.8 43.39 0.47 1.10
BankAm BAC 328.8 14.18 0.84 6.30
Boeing BA 7.4 66.36 1.10 1.69
Caterpillar CAT 4.9 94.14 0.48 0.51
Chevron CVX 7.0 91.96 0.71 0.78
CiscoSys CSCO 53.5 20.49 0.26 1.29
CocaCola KO 8.5 65.17 –0.60 –0.91
Disney DIS 6.7 37.82 0.31 0.83
DuPont DD 5.1 50.03 0.15 0.30
ExxonMobil XOM 21.3 74.51 1.39 1.90
GenElec GE 48.4 18.27 –0.02 –0.11
HewlettPk HPQ 18.3 42.73 0.63 1.50
HomeDpt HD 6.6 35.31 0.25 0.71
Intel INTC 57.2 20.85 –0.18 –0.86
IBM IBM 4.0 147.42 0.66 0.45
JPMorgChas JPM 40.5 43.57 1.15 2.71
JohnsJohns JNJ 13.7 62.81 0.96 1.55
KftFoods KFT 7.6 31.66 0.15 0.49
McDonalds MCD 7.5 76.60 –0.16 –0.21
Merck MRK 18.3 36.01 –0.03 –0.08
Microsoft MSFT 51.6 27.98 0.07 0.25
Pfizer PFE 29.1 17.66 0.15 0.86
ProctGamb PG 8.9 64.72 0.39 0.61
3M MMM 2.3 86.75 0.45 0.52
TravelersCos TRV 2.4 55.82 0.11 0.20
UnitedTech UTX 2.7 78.98 0.26 0.33
Verizon VZ 18.8 36.42 0.64 1.79

WalMart WMT 13.4 54.58 0.65 1.21

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

Bay Landbk Giroz 180 –4 –3 18

Rhodia 261 –2 –2 –24

Dixons Retail 580 –2 –7 –8

Cr LYONNAIS 165 –2 ... 17

UniCredit 196 –1 7 29

Deutsche Telekom 86 –1 ... 3

BAE Sys 95 –1 –2 6

Wind Acquisition 533 –1 –3 –26

ITV 262 –1 –1 –1

UniCredit 106 –1 –1 12

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

Holcim 136 ... –2 –9

DONG ENERGY 72 ... 1 1

CARLTON Comms 155 ... 1 –3

E.ON 83 1 1 5

LADBROKES 272 1 4 –3

BP 93 1 1 –6

Aegon 194 1 1 13

Stora Enso 228 2 6 –21

Alliance Leicester 159 3 5 27

Dexia Cr 318 3 3 42

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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China’s kitchens suffer
cooking oil inflation

SHANGHAI—These days, Liu Ch-
uansheng nervously scouts five loca-
tions before he buys cooking oil, il-
lustrating how a sudden rise in the
price of the Chinese kitchen’s most
vital ingredient has become close to
a national crisis.

On a recent Friday, the 33-year-
old, who runs a breakfast stand with
his wife, wheeled a shopping cart
into the aisle of a C.P. Lotus Corp.
superstore in northern Shanghai, ey-
ing only prices. In seconds, his wife
emptied the shelves of its 11 remain-
ing bottles of Cofco Ltd. “Five
Lakes” soybean oil, the discount
choice at 47.90 yuan, or about $7.20,
for five liters (1.32 gallons).

At the checkout, Mr. Liu sepa-
rated their $79 purchase into three
batches to sidestep the store’s four-
bottle maximum and government
bans on hoarding. To transport the
provisions to their food stand, Mr.
Liu placed two bottles into the bas-
ket of his blue electric scooter and
balanced nine more on the running
board. His wife plopped on back.

Mr. Liu’s livelihood is now just as
precariously balanced. He reckons
his cooking-oil costs shot up 27% in
2010.

Rising food prices helped to push
China’s consumer-price index to a
two-year high of 5.1% in November,
and nowhere are the pressures felt
more deeply than with cooking oil,
more vital in Chinese cooking than
even rice. Rising oil prices mean
daily hardship for Chinese on mea-
ger incomes. And though food repre-
sents only about one-third of the
CPI, it accounts for about 75% of the
index’s recent rise.

Such price challenges are a pri-
mary reason China’s central bank
abruptly raised interest rates twice
in 10 weeks, most recently on
Christmas Day. The next day, Pre-
mier Wen Jiabao went on national
radio to take questions from anxious
listeners worried about inflation.

According to a report on Satur-
day, China’s official purchasing man-
agers index declined to 53.9 in De-
cember from 55.2 in November. Bank
of America-Merrill Lynch economist
Lu Ting warned that the input price

reading is “still quite high,” and that
Chinese authorities “will have to tol-
erate a relatively high inflation in
the coming years.”

Chinese housing has long been
pricey, and an increasingly broad ar-
ray of prices appears to be follow-
ing. The National Development and
Reform Commission in late Decem-
ber, for instance, announced a 3.77%
rise in retail gasoline prices, to the
equivalent of $3.50 a gallon, for an
11% increase in about a year.

But the main oil shock the Chi-
nese face is at the stove rather than
the pump. In a nation where few
kitchens include an oven, cooking oil
is so valued that a jug of it is an ap-
propriate gift.

Wholesale soybean oil rose 23%
last year through early December to
about $1,451 a metric ton, with most
of the gain since July, according to
research firm Shanghai Pansun In-
formation & Technology Co. It is a
potentially explosive trend. Three
years ago, as oil prices were simi-
larly surging, a stampede killed
three people and injured 30 during a
promotion offering about 20% off
five-liter bottles of oil in the city of
Chongqing. Prices hit $2,009 a ton
in early 2008, Pansun reported.

At the Lotus store in Shanghai,
shoppers appeared highly discrimi-
nating. Several perused bottles car-
rying the fish logo of China’s most

famous brand, “Arawana,” produced
by Singapore-based Wilmar Inter-
national Ltd., but balked at the
52.90 yuan, or $7.90 price.

They included a young woman in
a red jacket who took her cue from
her husband’s right foot, which he
extended toward the 70-cent
cheaper Cofco brand. She grabbed
two of those—then put one back, ex-
plaining that her income as a
cleaner is limited and that she is
raising a 10-year-old daughter.

Pressures are building at China’s
ubiquitous neighborhood mom-and-
pop oil vendors. At the Wang family
oil station in Shanghai’s Putuo dis-
trict, some customers buy only
enough for one meal. Chalk scrib-
bles on an oil-storage tank that
itemize unpaid purchases reflect the
cost pressures: “A Shandong guy
owes 30 yuan” and “Mr. Huang
bought 490 yuan worth on Dec. 6.”

Beijing moved to snuff out ru-
mors that cooking oil is in short
supply by auctioning millions of tons
from national reserves. The national
planning agency has declared that
supply “is completely guaranteed.”
In November, the government or-
dered the largest producers to cap
retail prices through March. And it
quintupled the fine for conspiring to
raise prices to five million yuan, or
$750,000.

For now, the measures appear to
have put a lid on edible-oil prices.
Yet one midsize producer in Shang-
hai says they are also discouraging
production. and he has now deacti-
vated half of his plant.

Soybeans represent the U.S.’s sin-
gle-biggest export to China: $9.19
billion in 2009, topping the com-
bined value of semiconductors and
plastic materials, according to U.S.
data. Driven by China, U.S. soybean
shipments will likely break records
in the year ending Sept. 30, reaching
1.59 billion bushels, the U.S. Depart-
ment of Agriculture says in a De-
cember report. But the appetite of
China’s “crushers” can fluctuate
wildly, and they also import rape-
seed, sunflower, corn and peanut oil
feedstock from countries as varied
as Argentina and Ukraine.

—Julie Zhu
contributed to this article.

BY JAMES T. AREDDY

Workers place bottles of cooking oil at a supermarket in China’s Anhui province. Food prices are driving China’s inflation.

Hong Kong trade
in yuan faces curbs

HONG KONG—New regulations
on trade in China’s currency could
slow expansion in one of the for-
eign-exchange industry’s growth
markets.

Under guidelines announced last
month, banks in Hong Kong face re-
strictions on their ability to access
yuan through China’s foreign-ex-
change market.

They also must limit their net
open positions in China’s currency,
that is, bets on the yuan’s future
movement, to 10% of their assets or
liabilities denominated in the cur-
rency.

Bankers and traders say the new
rules will increase funding costs for
local banks, and limit their ability to
offer currency futures or other de-
rivatives that many have viewed as
a source of future revenue growth.

In announcing the new guide-
lines following discussions with the
People’s Bank of China, the Hong
Kong Monetary Authority referred
to them as “refinements” to existing
arrangements.

However, Frances Cheung, a se-
nior strategist at Crédit Agricole,
said, “The guidelines look more like
restrictions as they limit the source
of yuan flowing into Hong Kong, po-
tentially squeezing yuan liquidity in
the city’s banking system.”

Not long ago, use of the yuan,
also called the renminbi, was largely
confined within China’s borders
thanks to the country’s strict capital
controls. But in recent months, an
experimental loosening of the re-
strictions has helped daily trading
in the yuan outside mainland China
to grow into a $400 million market
centered in Hong Kong, a former
British colony under Chinese sover-
eignty but with its own laws and fi-
nancial system.

While this new trade in yuan is
tiny compared with the $4 trillion in
daily trading on global currency
markets, the speed of its growth has
become a source of excitement for
many traders.

Many have predicted that within
a few years China’s currency could
become a major force in global
trade and a new source of business
for banks that offer foreign-ex-
change services.

Bankers say the moves reflect
China’s interest in measured growth
in yuan trading, not a desire to undo
any past liberalizations aimed at
promoting the currency’s use out-
side the mainland. But they say the
changes also underscore a desire
among Chinese regulators to keep
speculators from taking advantage
of the new market to bet on the
yuan’s movement and potentially
destabilize the economy.

Traders say the curb on a bank’s
net open position in yuan will have
an especially big impact on banks’
ability to offer currency forwards,
swaps or other derivatives. For ex-
ample, in order for a bank to offer a
contract worth $50 million to buy
yuan at a fixed rate in a year’s time,
under the new rules it would need
to hold $500 million in yuan assets
such as bonds, or $500 million
worth of yuan deposits.

While the market for yuan deriv-
atives is still in its early stages and
should continue to grow this year,
the cap on a bank’s net open yuan
position limits the business’s future
potential, said Gerrard Katz, head of

foreign-exchange trading at Stan-
dard Chartered. “It definitely will
have some impact in terms of the
overall market,” he said.

A spokeswoman for the HKMA
said the new guidelines are aimed at
promoting “two-way movement in
the yuan,” including movement of
the currency back into mainland
China, not just into Hong Kong. She
also said the limit on net open posi-
tions is designed to limit risk for
the banks, given that the yuan isn’t
a freely convertible currency, and
that having too much exposure to
its movements could pose problems
if a bank needed to buy or sell a
large amount of yuan at one time.

The People’s Bank of China didn’t
respond to a faxed request for com-
ment.

China has taken a number of
steps to promote the use of yuan to
settle trade normally conducted in
dollars. That and the ability of Hong
Kong residents to acquire yuan
more readily than people overseas
has led to a surge in yuan deposits
in the city’s banking system.

Those deposits totaled 280 bil-
lion yuan ($42.48 billion) at the end
of November, up 29% from the pre-
vious month and up 246% since the
end of last year.

Investment banks that don’t col-
lect retail deposits in yuan have a
smaller pool of yuan liquidity at
their disposal. That makes the cap
on their net open positions espe-
cially challenging, traders and ana-
lysts say.

“You need to have strong yuan
deposits or you need to buy a lot of
yuan-denominated assets such as
bonds to boost up yuan balance
sheet,” said a trader at a European
bank. “The cost of trading will be
much higher.”

A trader at another European
bank said the new cap “will be quite
a big change in business compared
with the past few months.”

This trader believes one knock-
on effect will be that deposit-taking
banks may choose not to chase yuan
deposits as aggressively as before,
because their ability to make money
with those deposits by offering for-
eign-exchange swaps or futures con-
tracts will be constrained. “You re-
ally have to think twice about what
you do with the money,” he said.

In a research note Monday, Bar-
clays said rising yuan deposits are
“a near-term drag on Hong Kong
bank margins and profitability” be-
cause lenders can’t find ways to
profitably invest the yuan they col-
lect. While many eagerly subscribe
to yuan-denominated bonds issued
in Hong Kong, the amount of such
debt is still limited and yields are
low.

BY PETER STEIN
AND FIONA LAW

WORLD NEWS

Agence France-Presse/Getty Images

Growing money
Hong Kong’s yuan deposits
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Source: Hong Kong Monetary Authority
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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 12/30 EUR 6.65 2.3 2.3 7.1
Andfs. Emergents GL EQ AND 12/30 USD 18.56 6.9 6.9 36.2
Andfs. Espanya EU EQ AND 12/30 EUR 11.43 -17.9 -17.9 2.8
Andfs. Estats Units US EQ AND 12/30 USD 15.93 6.0 6.0 14.3
Andfs. Europa EU EQ AND 12/30 EUR 7.32 -6.7 -6.7 6.2
Andfs. Franca EU EQ AND 12/30 EUR 9.51 -2.4 -2.4 7.2
Andfs. Japo JP EQ AND 12/30 JPY 493.74 -3.4 -3.4 6.1
Andfs. Plus Dollars US BA AND 10/22 USD 9.66 2.3 3.0 6.2
Andfs. RF Dolars US BD AND 12/30 USD 11.79 3.2 3.2 7.4
Andfs. RF Euros EU BD AND 12/30 EUR 10.91 0.8 0.8 10.4
Andorfons EU BD AND 12/30 EUR 14.38 -0.8 -0.8 9.8
Andorfons Alternative Premium GL EQ AND 11/30 EUR 99.31 0.3 0.9 2.7
Andorfons Mix 30 EU BA AND 12/30 EUR 9.86 3.2 3.2 10.4
Andorfons Mix 60 EU BA AND 12/30 EUR 9.50 2.5 2.5 8.1

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited OT OT MUS 12/24 USD 408771.83 48.9 51.2 72.7

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 01/03 EUR 9.00 0.0 1.6 -1.9
DJE-Absolut P GL EQ LUX 01/03 EUR 230.76 -0.7 12.7 14.2
DJE-Alpha Glbl P OT OT LUX 01/03 EUR 194.61 -0.2 9.2 12.1
DJE-Div& Substanz P GL EQ LUX 01/03 EUR 246.00 -1.0 14.4 18.1
DJE-Gold&Resourc P OT EQ LUX 01/03 EUR 241.35 -1.0 41.7 34.8
DJE-Renten Glbl P EU BD LUX 01/03 EUR 137.53 -0.1 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 01/03 EUR 17.93 -0.9 1.2 11.0
LuxTopic-Pacific OT OT LUX 01/03 EUR 21.73 1.7 32.7 53.5

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 01/03 JPY 9958.59 0.8 0.8 NS
Prosperity Return Fund B OT OT LUX 01/03 JPY 8677.72 0.1 -11.9 NS
Prosperity Return Fund C OT OT LUX 01/03 USD 96.02 2.0 -0.1 NS
Prosperity Return Fund D OT OT LUX 01/03 EUR 112.99 0.9 16.1 NS
Renaissance Hgh Grade Bd A JP BD LUX 01/03 JPY 10168.42 0.8 3.0 NS
Renaissance Hgh Grade Bd B OT OT LUX 01/03 JPY 8841.11 0.1 -10.1 NS
Renaissance Hgh Grade Bd C OT OT LUX 01/03 USD 97.19 2.0 2.0 NS
Renaissance Hgh Grade Bd D OT OT LUX 01/03 EUR 106.96 0.7 10.2 NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI EE EQ SVN 12/31 EUR 19.66 -19.2 -19.2 -13.4
MP-TURKEY.SI OT OT SVN 12/31 EUR 45.83 32.0 32.0 53.2

n PAREX ASSET MANAGEMENT IPAS

Republikas square 2a, Riga, LV-1522, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Eastern Europ Bal OT OT LVA 12/30 EUR 15.90 18.9 18.9 36.1
Parex Eastern Europ Bd EU BD LVA 12/30 USD 17.32 18.3 18.3 40.9
Parex Russian Eq EE EQ LVA 12/30 USD 26.37 35.1 35.1 74.5

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
Pictet-Agriculture-P EUR GL EQ LUX 12/30 EUR 154.04 27.0 28.0 NS
Pictet-Asian Eq ExJpn-I USD OT OT LUX 12/31 USD 198.51 13.2 13.2 33.8
Pictet-Asian Eq ExJpn-P USD OT OT LUX 12/31 USD 187.34 12.3 12.3 32.7
Pictet-Biotech-P USD OT EQ LUX 12/30 USD 307.23 8.5 7.8 4.6
Pictet-CHF Liquidity-P CH MM LUX 12/29 CHF 124.15 0.0 0.0 0.1
Pictet-CHF Liquidity-P dy CH MM LUX 12/29 CHF 93.02 0.0 0.0 0.1
Pictet-Conv. Bonds-P EUR OT OT LUX 12/30 EUR 106.07 NS NS NS
Pictet-Digital Comm-P USD OT EQ LUX 12/30 USD 140.91 20.6 20.5 31.6
Pictet-Eastern Europe-P EUR EU EQ LUX 12/30 EUR 405.17 28.9 28.9 74.2
Pictet-Emerging Markets-P USD GL EQ LUX 12/31 USD 616.27 15.5 15.5 42.3
Pictet-Eu Equities Sel-P EUR EU EQ LUX 12/30 EUR 456.72 12.0 12.0 22.2
Pictet-EUR Bonds-P EU BD LUX 12/30 EUR 398.65 3.7 3.7 3.3
Pictet-EUR Bonds-Pdy EU BD LUX 12/30 EUR 283.00 3.7 3.7 3.3
Pictet-EUR Corporate Bonds-P EU BD LUX 12/30 EUR 153.01 3.5 3.5 10.7
Pictet-EUR Corporate Bonds-Pdy EU BD LUX 12/30 EUR 99.79 3.5 3.5 10.7
Pictet-EUR High Yield-P EU BD LUX 12/30 EUR 170.82 16.8 16.8 37.6
Pictet-EUR High Yield-Pdy EU BD LUX 12/30 EUR 88.51 16.8 16.8 37.6
Pictet-EUR Liquidity-P EU MM LUX 12/30 EUR 136.39 0.3 0.3 0.7
Pictet-EUR Liquidity-Pdy EU MM LUX 12/30 EUR 96.38 0.3 0.3 0.7
Pictet-EUR Sovereign Liq-P EU MM LUX 12/30 EUR 102.53 0.1 0.1 0.3
Pictet-EUR Sovereign Liq-Pdy EU MM LUX 12/30 EUR 100.01 0.1 0.1 0.3
Pictet-Europe Index-P EUR EU EQ LUX 12/30 EUR 113.01 11.9 11.9 21.6
Pictet-European Sust Eq-P EUR EU EQ LUX 12/30 EUR 148.04 11.2 11.2 21.0
Pictet-Glo Emerging Debt-P USD GL BD LUX 12/30 USD 263.08 8.2 8.2 17.9
Pictet-Glo Emerging Debt-Pdy USD GL BD LUX 12/30 USD 162.59 8.1 8.1 17.9
Pictet-Greater China-P USD AS EQ LUX 12/31 USD 400.87 14.2 14.2 37.3
Pictet-Indian Equities-P USD EA EQ LUX 12/31 USD 427.09 18.4 18.4 49.3
Pictet-Japan Index-P JPY JP EQ LUX 12/30 JPY 8903.94 0.2 0.2 4.5
Pictet-Japanese Eq 130/30-P JPY JP EQ LUX 12/30 JPY 4575.08 3.6 3.6 8.0
Pictet-Japanese Eq Sel-I JPY JP EQ LUX 12/30 JPY 7933.62 2.4 2.4 4.2
Pictet-Japanese Eq Sel-P JPY JP EQ LUX 12/30 JPY 7646.23 1.8 1.8 3.6
Pictet-MENA-P USD OT OT LUX 12/29 USD 53.70 19.8 19.0 NS
Pictet-Pac (ExJpn) Idx-P USD AS EQ LUX 12/31 USD 316.07 15.7 15.7 41.3
Pictet-Piclife-P CHF OT OT LUX 12/30 CHF 789.45 -0.2 -0.2 7.0
Pictet-Premium Brands-P EUR OT EQ LUX 12/30 EUR 93.49 43.1 43.1 45.5
Pictet-Russian Equities-P USD EE EQ LUX 12/30 USD 81.44 26.4 28.9 88.8
Pictet-Security-P USD GL EQ LUX 12/30 USD 127.03 27.6 26.9 34.3
Pictet-Small Cap Europe-P EUR EU EQ LUX 12/30 EUR 597.49 31.9 31.9 35.3
Pictet-Timber-P USD GL EQ LUX 12/30 USD 119.04 11.7 11.2 32.9
Pictet-USA Index-P USD US EQ LUX 12/30 USD 103.26 13.9 12.8 20.2
Pictet-USD Government Bonds-P US BD LUX 12/30 USD 533.35 5.0 4.8 -0.1
Pictet-USD Government Bonds-Pdy US BD LUX 12/30 USD 369.82 5.0 4.8 -0.1
Pictet-USD Liquidity-P US MM LUX 12/30 USD 131.24 0.2 0.2 0.4
Pictet-USD Liquidity-Pdy US MM LUX 12/30 USD 84.71 0.2 0.2 0.4
Pictet-USD Sovereign Liq-P US MM LUX 12/30 USD 101.66 0.1 0.1 0.2
Pictet-USD Sovereign Liq-Pdy US MM LUX 12/30 USD 100.16 0.1 0.1 0.2
Pictet-Water-P EUR GL EQ LUX 12/30 EUR 151.50 22.2 22.1 21.3
Pictet-World Gvt Bonds-P USD OT OT LUX 12/30 USD 172.25 4.4 4.4 2.2
Pictet-World Gvt Bonds-Pdy USD OT OT LUX 12/30 USD 136.00 4.4 4.4 2.2

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 12/30 USD 17.89 33.0 32.4 52.3
Japan Fund USD JP EQ IRL 12/30 USD 18.73 17.9 17.9 12.8
Polar Healthcare Class I USD OT EQ IRL 12/30 USD 13.42 3.8 2.8 NS

Polar Healthcare Class R USD OT EQ IRL 12/30 USD 13.33 3.3 2.3 NS

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 11/30 USD 104.76 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 11/30 USD 12.12 35.9 -24.7 -17.9
Europn Conviction USD B EU EQ CYM 11/30 USD 135.71 -1.2 0.6 4.8
Europn Forager USD B EU EQ CYM 11/30 USD 241.06 7.7 8.9 16.8
Latin America USD A GL EQ CYM 04/30 USD 14.21 2.2 -4.7 14.7
Paragon Limited USD A EU EQ CYM 11/28 USD 324.09 12.7 12.7 14.2
UK Fund USD A OT OT CYM 11/30 USD 182.87 -0.6 -1.5 5.1

n PT CIPTADANA ASSET MANAGEMENT
Tel: +6221 25574 883 Fax: +6221 25574 893 Website: www.ciptadana-asset.com
Indonesian Grth Fund GL EQ BMU 12/29 USD 182.00 42.9 47.2 77.6

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
ACTION FRANCE A EU EQ IRL 12/30 EUR 726.31 2.7 2.7 13.6
CORE EUROZONE EQ B EU EQ IRL 12/30 EUR 856.73 3.0 3.0 14.1
EURO FIXED INCOME A OT OT IRL 12/30 EUR 1306.11 4.9 5.0 7.5
EURO FIXED INCOME B OT OT IRL 12/30 EUR 1403.00 5.6 5.7 8.1
EUROPEAN SMALL CAP A EU EQ IRL 12/30 EUR 1574.11 31.1 31.5 36.6
EUROPEAN SMALL CAP B EU EQ IRL 12/30 EUR 1696.43 31.9 32.3 37.5
EUROZONE AGG A EUR EU EQ IRL 12/30 EUR 749.97 14.3 14.5 22.9
EUROZONE AGG B EUR EU EQ IRL 12/30 EUR 1084.23 15.0 15.1 23.6
GLB REAL EST SEC A OT EQ IRL 12/30 USD 1043.49 16.4 16.7 26.3
GLB REAL EST SEC B OT EQ IRL 12/30 USD 1082.26 17.1 17.4 27.0
GLB REAL EST SEC EH A OT EQ IRL 12/30 EUR 906.47 12.6 12.8 21.5
GLB REAL EST SEC SH B OT EQ IRL 12/30 GBP 86.04 13.6 13.8 21.7
GLB STRAT YIELD A OT OT IRL 12/30 EUR 1820.91 13.3 13.3 27.2
GLB STRAT YIELD B OT OT IRL 12/30 EUR 1960.14 14.0 14.0 27.9
GLOBAL BOND A OT OT IRL 12/30 EUR 1279.49 15.8 15.6 14.9
GLOBAL BOND B OT OT IRL 12/30 EUR 1370.84 16.5 16.3 15.6
GLOBAL BOND EH A EU BD IRL 12/30 EUR 1482.07 7.8 7.9 11.5
GLOBAL BOND EH B EU BD IRL 12/30 EUR 1582.57 8.4 8.5 12.1
JAPAN EQUITY A JP EQ IRL 12/30 JPY 11398.14 -2.1 -2.1 5.0
JAPAN EQUITY B JP EQ IRL 12/30 JPY 12221.65 -1.5 -1.5 5.6
PAC BASIN (X JPN) A AS EQ IRL 12/30 USD 2657.14 16.2 17.6 44.2
PAC BASIN (X JPN) B AS EQ IRL 12/30 USD 2852.80 16.9 18.3 45.1
PAN EUROPEAN EQUITY A EU EQ IRL 12/30 EUR 1087.94 13.0 13.4 23.5
PAN EUROPEAN EQUITY B EU EQ IRL 12/30 EUR 1166.72 13.7 14.1 24.2
US EQUITY A US EQ IRL 12/30 USD 980.72 12.4 11.3 22.0
US EQUITY B US EQ IRL 12/30 USD 1056.33 13.1 12.0 22.8
US SMALL CAP EQUITY A US EQ IRL 12/30 USD 1603.59 24.4 22.9 28.0
US SMALL CAP EQUITY B US EQ IRL 12/30 USD 1728.31 25.2 23.6 28.7

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
A company of Amundi Group
Bonds ConvEurope A EU BD LUX 12/30 EUR 31.92 7.6 8.3 6.2
Bonds Eur Corp A EU BD LUX 12/30 EUR 23.52 1.8 1.8 6.5
Bonds Eur Hi Yld A EU BD LUX 12/30 EUR 22.85 11.0 11.0 31.2
Bonds EURO A EU BD LUX 12/30 EUR 41.45 1.0 1.0 2.5
Bonds Europe A EU BD LUX 12/30 EUR 40.01 2.3 2.5 2.9
Bonds US MtgBkSec A US BD LUX 04/29 USD 24.41 -4.7 11.9 0.0
Bonds World A OT OT LUX 12/30 USD 43.54 3.7 3.7 4.0
Eq. AsiaPac Dual Strategies A AS EQ LUX 12/31 USD 11.83 13.5 13.5 36.1
Eq. China A AS EQ LUX 12/30 USD 24.24 0.4 2.1 28.1
Eq. Concentrated Euroland A EU EQ LUX 09/30 EUR 86.45 -7.0 -5.2 -3.5
Eq. ConcentratedEuropeA EU EQ LUX 12/30 EUR 29.93 10.8 11.1 20.8
Eq. Emerging Europe A EU EQ LUX 12/30 EUR 30.12 27.9 30.2 51.6
Eq. Equities Global Energy OT EQ LUX 12/30 USD 19.28 6.3 6.2 16.6
Eq. Euroland A EU EQ LUX 12/30 EUR 11.05 2.1 2.1 9.8
Eq. Euroland MidCapA EU EQ LUX 04/30 EUR 14.61 1.4 -45.7 -33.8
Eq. Euroland Small Cap A EU EQ LUX 12/30 EUR 174.83 23.9 23.8 33.0
Eq. EurolandCyclclsA OT EQ LUX 12/30 EUR 19.88 11.7 11.6 20.4

Eq. EurolandFinancialA OT EQ LUX 12/30 EUR 9.54 -15.7 -15.6 6.4
Eq. Glbl Emg Cty A GL EQ LUX 12/30 USD 9.64 -0.5 0.5 27.4
Eq. Global A GL EQ LUX 12/30 USD 31.22 12.1 11.8 21.9
Eq. Global Resources A GL EQ LUX 12/30 USD 131.84 20.7 21.3 37.9
Eq. Gold Mines A OT EQ LUX 12/30 USD 40.16 32.6 33.5 39.8
Eq. India A EA EQ LUX 12/31 USD 156.67 19.8 19.8 46.8
Eq. Japan CoreAlpha A JP EQ LUX 12/30 JPY 7572.23 4.4 4.4 13.4
Eq. Japan Sm Cap A JP EQ LUX 12/30 JPY 1072.34 0.3 0.3 8.8
Eq. Japan Target A JP EQ LUX 12/30 JPY 1641.41 0.2 0.2 2.4
Eq. Latin America A GL EQ LUX 12/30 USD 132.86 14.3 14.4 46.7
Eq. US ConcenCore A US EQ LUX 12/30 USD 25.86 14.4 13.4 27.1
Eq. US Focused A US EQ LUX 12/30 USD 17.91 12.9 11.9 18.4
Eq. US Lg Cap Gr A US EQ LUX 12/30 USD 17.43 14.2 13.1 27.7
Eq. US Mid Cap A US EQ LUX 12/30 USD 36.26 21.3 20.2 36.0
Eq. US Multi Strg A US EQ LUX 12/30 USD 24.61 15.7 14.6 25.0
Eq. US Rel Val A US EQ LUX 12/30 USD 23.59 14.5 13.6 24.2
Eq. US Sm Cap Val A US EQ LUX 12/30 USD 19.19 20.3 19.0 24.2
Money Market EURO A EU MM LUX 12/30 EUR 27.52 0.5 0.5 0.7
Money Market USD A US MM LUX 12/30 USD 15.88 0.3 0.3 0.4

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT EQ BMU 12/23 USD 828.24 -13.8 -16.1 -8.1
MENA Special Sits Fund OT OT BMU 11/30 USD 1119.32 3.7 4.6 7.4
MENA UCITS Fund OT OT IRL 12/23 USD 1090.64 NS NS NS
UAE Blue Chip Fund OT OT ARE 12/23 AED 5.05 -5.2 8.2 -0.9

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

n YMR-N Series
YMR-N Growth Fund JP EQ IRL 12/30 JPY 9424.00 -0.4 -0.4 4.7
YMR-N Small Cap Fund JP EQ IRL 12/30 JPY 6864.00 -2.1 -2.1 3.4

n Yuki 77 Series
Yuki 77 General JP EQ IRL 12/30 JPY 5780.00 -6.0 -6.0 -1.0

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 12/30 JPY 6709.00 -1.7 -1.7 3.7
Yuki Chugoku JpnLowP JP EQ IRL 12/30 JPY 7880.00 4.5 4.5 -1.9

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 12/30 JPY 4317.00 -7.6 -7.6 -2.6
Yuki Hokuyo Jpn Inc JP EQ IRL 12/30 JPY 5042.00 -3.9 -3.9 -2.3
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 12/30 JPY 4976.00 -2.5 -2.5 2.8

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III JP EQ IRL 12/30 JPY 4063.00 -8.1 -8.1 -2.2
Yuki Mizuho Jpn Dyn Gro JP EQ IRL 12/30 JPY 4365.00 -6.4 -6.4 -1.4
Yuki Mizuho Jpn Exc 100 JP EQ IRL 12/30 JPY 6390.00 -8.3 -8.3 2.3
Yuki Mizuho Jpn Gen JP EQ IRL 12/30 JPY 8569.00 -0.5 -0.5 3.4
Yuki Mizuho Jpn Gro JP EQ IRL 12/30 JPY 6262.00 -1.5 -1.5 0.1
Yuki Mizuho Jpn Inc JP EQ IRL 12/30 JPY 7506.00 -1.7 -1.7 -2.9
Yuki Mizuho Jpn Lg Cap JP EQ IRL 12/30 JPY 4958.00 -4.5 -4.5 -0.3
Yuki Mizuho Jpn LowP JP EQ IRL 12/30 JPY 11443.00 -1.0 -1.0 0.5
Yuki Mizuho Jpn PGth JP EQ IRL 12/30 JPY 7314.00 -8.1 -8.1 -2.2
Yuki Mizuho Jpn SmCp JP EQ IRL 12/30 JPY 7009.00 -1.8 -1.8 6.9
Yuki Mizuho Jpn Val Sel AS EQ IRL 12/30 JPY 5583.00 -1.2 -1.2 3.7
Yuki Mizuho Jpn YoungCo AS EQ IRL 12/30 JPY 2511.00 -7.9 -7.9 2.6

NAV —%RETURN—
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV —%RETURN—
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV —%RETURN—
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV —%RETURN—
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

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

MARKETSMARKETS

Goldman, Digital Sky
invest in Facebook

Goldman Sachs Group Inc. and
Russia’s Digital Sky Technologies
have invested $500 million in Face-
book Inc., a deal that gives the so-
cial-networking site a valuation of
$50 billion, people familiar with the
matter said.

Goldman has put in $450 million,
but is expected to sell $75 million of
that stake to Digital Sky shortly,
which will leave the U.S.-based in-
vestment bank with $375 million of
its own capital invested, the people
said. Including the fresh $125 mil-
lion, Digital Sky, which now owns
just under 10% of Facebook, will
have invested around $900 million
in Facebook, the people said.

The deal closed just before the
new year, and was led by Goldman’s
private wealth management unit,
the people said. Goldman plans to
invite its high-net-worth clients to
invest in Facebook, which now has
more than 550 million users.

Facebook had been searching for
an investment by a major financial
institution that would provide a
benchmark valuation for the com-
pany ahead of a public offering,
which is expected in coming years,
the people familiar with the matter
said. Goldman’s investment provides
Facebook with just that, one person
familiar with the matter said.

Representatives of Facebook and
Goldman declined to comment. The
New York Times earlier reported on
the investment in Facebook.

The U.S. Securities and Exchange
Commission has been looking into
the trading of shares in Facebook
and other privately held companies,
according to people familiar with
the matter. The investigation is
looking at possible breaches by any
of the technology companies of an
SEC rule that requires private com-
panies to disclose certain financial
information if they have more than
500 shareholders, even if they don’t
go public. One issue is whether the
investment funds are providing a
way to circumvent that 500-person
limit, said one person familiar with
the matter.

Facebook has seen its value
surge in recent months. In Novem-
ber, venture-capital firm Accel Part-
ners sold a part of its stake in a
deal that valued Facebook at around
$35 billion, said people familiar with
that deal. Soon after the sale, Face-
book’s trading volume and price
surged on SharesPost and Second-
Market, two exchanges that allow
trading of closely held firms’ shares.

Facebook didn’t shop around for
a bank to make an investment, the
people familiar with the matter said.
Rather, it used Digital Sky’s existing
relationship with the bank, they
said. Several former Goldman em-
ployees work at Digital Sky, and
Goldman was the lead underwriter
in the November initial public offer-
ing of Mail.ru Group Ltd., the name
that Digital Sky recently assumed as
part of its run-up to the IPO. Gold-
man also owns a stake in Mail.ru.

BY ANUPREETA DAS
back claims remain, mainly on mort-
gages that Bank of America, rather
than Countrywide, originated and
sold to GSEs.

The bank had already set aside
reserves for potential losses from
such claims.

Those remaining claims, and fu-
ture claims from Fannie Mae, could
add up to $2.72 billion in potential
future losses from the GSEs, Stifel,
Nicolaus & Co. analyst Christopher
Mutascio wrote in a research note.

Still, Monday’s agreements “re-
solve substantial legacy issues in
the best interest of our sharehold-
ers,” said Bank of America Chief Ex-
ecutive Brian Moynihan in a news
release.

“Our goals remain the same: Put
these issues behind us,” he said.

In a separate matter, Bank of
America said it will write down the
value of its home-loans and insur-
ance business by $2 billion in the
fourth quarter. The move reflects
the fact that costs have risen and
revenue has fallen since the finan-
cial crisis.

While Monday’s agreement with
the GSEs doesn’t affect the potential
putbacks from private investors, it
does convey some sense of the size
of that risk, said Sandler O’Neill &
Partners analyst Jeffery Harte.

He said it is unlikely that total
mortgage buybacks would exceed
the $10 billion he estimated, but
that putbacks might come in lower.
The agreement adds “incremental

Continued from page 17 clarity” about how the putbacks are
calculated, he said.

In addition, the agreement shows
that Bank of America is willing to
settle claims and, as such, “shows
willingness…to take more control of
the situation, and sets a tone for the
year,” CLSA analyst Michael Mayo
wrote in a research note to inves-
tors.

Fannie Mae and Freddie Mac
have been stepping up demands that
lenders take back defaulted loans
when they find that the mortgages
weren’t of as good quality as the
seller said when the deals were
done.

The two mortgage buyers have
been operating under federal con-
servatorship since September 2008.
Keeping them afloat has cost U.S.
taxpayers about $134 billion thus
far.

Last week, Fannie reached a $462
million settlement with Ally Finan-
cial Inc. to cover potential repur-
chases on $292 billion in mortgages.

Taken together, the Ally Financial
and Bank of America settlements
will result in a recovery of $3.3 bil-
lion for taxpayers, the Federal Hous-
ing Finance Agency said.

“While these agreements are an
important step, [Fannie and Fred-
die] have other outstanding claims
across a range of counterparties and
they are being pursued,” said Ed-
ward DeMarco, acting director of
the housing agency, in a statement.

—David Benoit and Alan Zibel
contributed to this article.

Bank of America buys back
soured U.S. mortgages

creases in the volume of oil spilled
in the delta in 2008 and 2009. In its
annual sustainability report, the
company said that in 2009, 13,900
metric tons of oil—were spilled
there as a direct result of sabotage
or theft, more than double the 2008
total and four times the figure for
2007.

Militant attacks appeared to de-
cline earlier last year after the gov-
ernment offered amnesty to militant
leaders in the delta. But an uptick of
violence toward the end of the year
suggested the deal was showing
signs of unraveling. Shell hasn’t re-
leased spillage figures for 2010.

Nigeria continues to be a corner-
stone of Shell’s operations, and the
company’s joint venture, the Shell
Petroleum Development Corpora-
tion, or SPDC, is Nigeria’s largest
onshore producer. Nigeria accounted
for a fifth of Shell’s world-wide pro-
duction in 2009.

Shell says it isn’t responsible for
the oil spills, blaming sabotage and
oil theft from pipelines and well-
heads. It says these two causes ac-
counted for more than 70% of the
oil spilled at SPDC facilities in the
Niger Delta over the past five years
and 98% of spills there in 2009.

But lawmaker Ms. Gesthuizen
said Shell officials in Nigeria had
told her that 30% of the spills are
due to factors such as poor mainte-
nance of oil infrastructure and
equipment failure.

Continued from page 17

Shell to face
grilling from
lawmakers
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WORLD NEWS

Australian flooding worsens
MELBOURNE—The Australian

military began rushing supplies to a
town slowly being swamped by
floodwaters Monday as authorities
warned that floods devastating large
parts of Queensland state are set to
worsen in some areas.

A proper assessment of damage
is expected only after the floodwa-
ters, which follow torrential rains
associated with the La Niña weather
pattern, recede. But many expect
damage to run to billions of dollars.

Floods affecting an area the size
of France and Germany combined
have forced thousands of residents
to flee their homes, affecting as
many as 200,000 people.

So far two people have died, with
the latest casualty a 38-year-old
man whose boat was swamped in
central Queensland. A 41-year-old
woman died after being swept from
a vehicle attempting to cross a
flooded causeway. Another man is
missing and feared dead after the
car he was traveling in was swept
from a flooded causeway in the
state’s central west, police said.

Coal mining, haulage and export
is the major industry in central
Queensland, a major global source of
coking coal used in steelmaking.
Central Queensland and the Hunter
Valley in New South Wales are the
heartland of Australia’s US$51 bil-
lion-a-year coal export industry.

The floods have forced many of
the biggest miners—including BHP
Billiton Ltd., Rio Tinto Ltd. and An-
glo American PLC—to stop produc-
tion and cancel deliveries to key
customers.

“We have three-quarters of our
coal fields unable to operate and un-
able to supply markets,” Queensland
Premier Anna Bligh told Australian
Broadcasting Corp. television.

“There is likely to be a signifi-
cant long-term effect of that, not
only nationally, but also internation-
ally,” she said, noting the state pro-
vides half of the world’s supply of
coking coal. “So there is a remark-
able problem out there in the mining
industry.…They will have a long,
slow climb back to full production,”
she said.

Crops and livestock also have
suffered.

“We are going to see an eco-
nomic impact; there’s no doubt
about that,” Prime Minister Julia
Gillard told ABC Radio on Monday.
“When floodwaters recede, we’re go-
ing to see a lot of damage to roads,
to bridges, to schools, to the com-
munity facilities that everybody re-
lies on. We can’t assess what that’s
going to cost until we can see the
damage.”

Water levels have begun to re-
cede in some of the worst-hit areas
around towns such as Emerald and
Condamine. But residents of Rock-
hampton, a city of around 75,000
people 40 kilometers inland from
Australia’s Coral Sea coast, were
bracing for the worst, with the swol-
len Fitzroy River not expected to hit
its peak until Wednesday.

Ms. Bligh said military aircraft
will fly supplies to Mackay Airport,
with 100 tons of food and supplies

to be trucked to Rockhampton be-
fore the last road link to the city is
cut. Floodwaters are expected to
peak in Rockhampton at 9.4 meters
on Wednesday after hitting nine
meters Monday.

Large parts of the city, including
Rockhampton’s airport, are already
underwater and authorities have
warned the town could be cut off for
more than a week. In addition to ris-
ing floodwaters, residents are bat-
tling poisonous snakes seeking dry
ground, along with contaminated
water.

Queensland will delay its mid-
year budget review to take the flood
impact into account, the state trea-
surer, Andrew Fraser, said over the
weekend.

“The cost to the state will be
huge, both in direct costs such as
rebuilding roads and other damaged
infrastructure and providing relief

payments to families, but also in
lost income while the mining, agri-
culture and tourism sectors re-
cover,” Mr. Fraser said in a state-
ment Saturday.

Severe storms also caused a cin-
ema roof to collapse Monday in the
New South Wales city of Bathurst,
injuring dozens.

Meanwhile, operators of oil fields
off the coast of Western Australia
moved to restart output Monday fol-
lowing a weekend cyclone warning.

Dampier and Port Hedland, Aus-
tralia’s two key iron-ore ports, came
back online over the weekend after
both had cleared ships from their
harbors Friday in preparation for a
potential cyclone.

The tropical low-pressure system
that forced the precautionary shut-
down moved away from the Western
Australia state coast, and now isn’t
expected to affect the mainland.

BY LYNDAL MCFARLAND

Residents walk through rising floodwaters in North Rockhampton, Australia, on Monday. The city of about 75,000 people
was bracing for the worst, with the swollen Fitzroy River not expected to hit its peak until Wednesday.
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Steel project in India clears hurdle
NEW DELHI—India’s largest-ever

foreign-investment proposal caught
a tailwind Monday, when a federal
panel approved a plan by South Ko-
rea’s Posco to build a $12 billion
steel project in eastern India.

Although final environmental
clearance rests with India’s environ-
ment minister, whose decision is
likely within the month, the panel’s
approval makes it harder for the
government to block the project in
Orissa state.

The news came as a relief to the
company, whose project hasn’t
budged for five years. Monday’s de-
cision by the federal environmental
panel also lends encouragement to
other foreign and domestic compa-
nies that have run up against the
government’s recent hard line on en-
vironmental clearances.

Posco’s project, like several other
proposed steel plants in India, also
has faced strong opposition from lo-

cal landowners who said the massive
development would deprive them of
their homes and livelihoods. Posco’s
plant still awaits approval from a
committee considering whether the
project violates tribal rights.

The government-appointed envi-
ronmental panel said Monday that
the initial approval given to the
plant in 2007 appeared justified in
light of new data.

The case is being closely watched
not just because of its scale, but also
because India’s environment minis-
try of late has thwarted several
high-profile projects, such as coal
mines, on the grounds that proper
environmental clearances hadn’t
been received.

Environment Minister Jairam
Ramesh has become a focal point for
industry criticism that his depart-
ment leans too heavily toward envi-
ronmental protection at the expense
of fostering responsible develop-
ment. Mr. Ramesh has said the
Posco project would be among the

most difficult decisions he has faced
in office. He couldn’t be reached for
comment Monday.

The environmental panel agreed
with a ruling by Orissa’s provincial
government that the compensation

paid to displaced farmers and fisher-
men for the Posco project was fair.
The panel also said drinking water
for the local population won’t be af-
fected by the project. The panel said
the 4,000 acres sought by Posco ap-
peared compact, given that other
steelmakers use more land for simi-
lar-sized projects.

The approval is limited, however,
to the initial production capacity of
the plant, which is around four mil-
lion tons a year. Every stage of ex-
pansion for the project, which Posco
hopes will produce 12 million tons a
year, will require separate clear-
ances, the panel reiterated.

It also said 5% of the total proj-
ect cost should be used for socially
relevant projects in the area and
that one-quarter of the project
area—1,000 acres—should be re-
served as green space.

Within six months of the start of
construction, Posco is to submit to
authorities its plan to build a town-
ship for the workers.

BY PRASENJIT BHATTACHARYA

Environment Minister Jairam Ramesh,
who is expected to give a final ruling
on the $12 billion steel project this
month, has faced industry criticism.
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Israel panel
urges steep
rise in oil,
gas taxes

Israel looks set to push through
a sharp increase in oil and gas taxes
after a committee of experts recom-
mended nearly doubling the state’s
share of future revenue from oil and
gas finds.

The Sheshinski Committee,
headed by Eytan Sheshinski, an ex-
pert in public finance, made its rec-
ommendations in the face of fierce
opposition from energy companies
that have invested billions of dollars
in exploring for oil and gas off the
Israeli coast.

Those efforts were rewarded late
last year when Noble Energy Inc.
confirmed earlier estimates that its
vast Leviathan field in the eastern
Mediterranean contained 16 trillion
cubic feet of natural gas—making it
the world’s largest deepwater gas
discovery in a decade. The find is so
large it could ultimately allow Israel
to become a gas exporter.

Noble and its partners were
strongly opposed to any tax
changes, particularly those that
might be applied retroactively to ex-
isting fields, and lobbied hard
against them. Noble couldn’t be
reached to comment on the commit-
tee’s recommendation.

The committee recommended in-
creasing the state’s share of revenue
from oil and gas finds to between
52% and 62% from 30% now.

That was less than had been pro-
posed under the committee’s in-
terim recommendations, published
in November. It also said royalty
rates, levied on production, should
remain at their current rate of
12.5%.

There was also good news for
Noble and its project to develop
Tamar, a gas field about half the
size of Leviathan that it discovered
in 2009.

The committee said any field
that started producing by 2014
would be partially exempt from the
increased tax rate, which would be
levied only after the producers had
recovered 200% of their initial in-
vestment in exploring for and devel-
oping the oil and gas. Tamar is ex-
pected to meet that criterion.

The concession on Tamar could
help to kick-start development of
the field, which was put on hold af-
ter the Sheshinski committee put
forward its original proposals in No-
vember. Then, banks went sour on
the project and Delek Energy Ltd.,
Noble’s partner, which is an arm of
Delek Group, said it would have to
re-evaluate the field.

Israeli Finance Minister Yuval
Steinitz had long argued for tax in-
creases, saying Israel’s current pe-
troleum tax regime, which dates
from 1952, was far too generous to
oil firms.

BY GUY CHAZAN

The committee said any field
that started producing by
2014 would be partially
exempt from the increased
tax rate.
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For information about listing your funds, please contact: Justin Jones tel: +44 0203 426 1167; email: justin.jones@dowjones.com

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the
U.S. Securities and Exchange Commission and aren’t available for sale to United
States citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 12/31 USD 11.38 9.7 9.7 17.7
Am Blend Portfolio I US EQ LUX 12/31 USD 13.49 10.4 10.4 18.5
Am Growth A US EQ LUX 12/31 USD 33.67 7.8 7.8 21.3
Am Growth B US EQ LUX 12/31 USD 28.03 6.7 6.7 20.0
Am Growth I US EQ LUX 12/31 USD 37.62 8.7 8.7 22.2
Am Income A OT OT LUX 12/31 USD 8.80 10.4 10.4 17.5
Am Income A2 OT OT LUX 12/31 USD 21.04 10.5 10.5 17.6
Am Income B OT OT LUX 12/31 USD 8.80 9.7 9.7 16.6
Am Income B2 OT OT LUX 12/31 USD 18.00 9.7 9.7 16.7
Am Income I OT OT LUX 12/31 USD 8.80 11.0 11.0 18.2
Emg Mkts Debt A GL BD LUX 12/31 USD 16.41 12.1 12.1 27.2

Emg Mkts Debt A2 GL BD LUX 12/31 USD 22.55 12.1 12.1 27.3
Emg Mkts Debt B GL BD LUX 12/31 USD 16.41 11.1 11.1 26.0
Emg Mkts Debt B2 GL BD LUX 12/31 USD 21.51 11.1 11.1 26.0
Emg Mkts Debt I GL BD LUX 12/31 USD 16.41 12.7 12.7 27.8
Emg Mkts Growth A GL EQ LUX 12/31 USD 39.56 14.2 14.2 40.5
Emg Mkts Growth B GL EQ LUX 12/31 USD 33.20 13.0 13.0 39.1
Emg Mkts Growth I GL EQ LUX 12/31 USD 44.21 15.1 15.1 41.6
Eur Income A OT OT LUX 12/31 EUR 6.81 9.2 9.2 23.5
Eur Income A2 OT OT LUX 12/31 EUR 14.06 9.2 9.2 23.6
Eur Income B OT OT LUX 12/31 EUR 6.81 8.5 8.5 22.7
Eur Income B2 OT OT LUX 12/31 EUR 12.98 8.4 8.4 22.6
Eur Income I OT OT LUX 12/31 EUR 6.81 9.8 9.8 24.1
Eur Strat Value A EU EQ LUX 12/31 EUR 8.98 5.3 5.3 13.6
Eur Strat Value I EU EQ LUX 12/31 EUR 9.26 5.9 5.9 14.4
Eur Value A EU EQ LUX 12/31 EUR 9.77 6.2 6.2 15.8
Eur Value B EU EQ LUX 12/31 EUR 8.90 5.2 5.2 14.7
Eur Value I EU EQ LUX 12/31 EUR 11.37 7.1 7.1 16.7
EuroZone Strat Val AX EU EQ LUX 12/31 EUR 7.86 11.8 11.8 18.8
EuroZone Strat Val BX EU EQ LUX 12/31 EUR 7.00 10.8 10.8 17.6
EuroZone Strat Val IX EU EQ LUX 12/31 EUR 8.64 12.6 12.6 19.7
Gl Balanced (Euro) A EU BA LUX 12/31 USD 16.50 NS NS NS
Gl Balanced (Euro) B EU BA LUX 12/31 USD 15.92 NS NS NS
Gl Balanced (Euro) C EU BA LUX 12/31 USD 16.33 NS NS NS
Gl Balanced (Euro) I EU BA LUX 12/31 USD 16.92 NS NS NS
Gl Balanced A US BA LUX 12/31 USD 17.52 6.3 6.3 14.8
Gl Balanced B US BA LUX 12/31 USD 16.49 5.2 5.2 13.7
Gl Balanced I US BA LUX 12/31 USD 18.29 7.0 7.0 15.6
Gl Bond A OT OT LUX 12/31 USD 9.49 6.8 6.8 9.7
Gl Bond A2 OT OT LUX 12/31 USD 17.10 6.8 6.8 9.7
Gl Bond B OT OT LUX 12/31 USD 9.49 5.8 5.8 8.6
Gl Bond B2 OT OT LUX 12/31 USD 14.83 5.8 5.8 8.6
Gl Bond I OT OT LUX 12/31 USD 9.49 7.4 7.4 10.3

Gl Conservative A US BA LUX 12/31 USD 15.37 5.4 5.4 10.6
Gl Conservative A2 US BA LUX 12/31 USD 17.85 5.4 5.4 10.6
Gl Conservative B US BA LUX 12/31 USD 15.36 4.4 4.4 9.5
Gl Conservative B2 US BA LUX 12/31 USD 16.79 4.4 4.4 9.6
Gl Conservative I US BA LUX 12/31 USD 15.46 6.1 6.1 11.5
Gl Eq Blend A GL EQ LUX 12/31 USD 12.28 5.3 5.3 17.2
Gl Eq Blend B GL EQ LUX 12/31 USD 11.41 4.2 4.2 16.1
Gl Eq Blend I GL EQ LUX 12/31 USD 13.06 6.2 6.2 18.2
Gl Growth A GL EQ LUX 12/31 USD 44.88 7.1 7.1 18.0
Gl Growth B GL EQ LUX 12/31 USD 37.09 6.0 6.0 16.8
Gl Growth I GL EQ LUX 12/31 USD 50.23 8.0 8.0 18.9
Gl High Yield A OT OT LUX 12/31 USD 4.64 15.6 15.6 36.3
Gl High Yield A2 OT OT LUX 12/31 USD 10.71 15.7 15.7 36.4
Gl High Yield B OT OT LUX 12/31 USD 4.64 14.5 14.5 34.7
Gl High Yield B2 OT OT LUX 12/31 USD 17.05 14.6 14.6 35.0
Gl High Yield I OT OT LUX 12/31 USD 4.64 16.2 16.2 37.1
Gl Thematic Res A GL EQ LUX 12/31 USD 17.37 17.9 17.9 40.9
Gl Thematic Res B GL EQ LUX 12/31 USD 15.04 16.7 16.7 39.5
Gl Thematic Res I GL EQ LUX 12/31 USD 19.52 18.8 18.8 42.0
Gl Value A GL EQ LUX 12/31 USD 11.58 3.9 3.9 16.8
Gl Value B GL EQ LUX 12/31 USD 10.54 2.9 2.9 15.7
Gl Value I GL EQ LUX 12/31 USD 12.42 4.8 4.8 17.7
India Growth A EA EQ LUX 12/31 USD 152.75 20.4 20.4 NS
India Growth AX EA EQ LUX 12/31 USD 133.92 20.7 20.7 52.3
India Growth B EA EQ LUX 12/31 USD 158.43 19.2 19.2 NS
India Growth BX EA EQ LUX 12/31 USD 113.33 19.5 19.5 50.7
India Growth I EA EQ LUX 12/31 USD 139.48 21.3 21.3 53.0
Int'l Health Care A OT EQ LUX 12/31 USD 137.05 -0.3 -0.3 8.0
Int'l Health Care B OT EQ LUX 12/31 USD 114.45 -1.3 -1.3 7.0
Int'l Health Care I OT EQ LUX 12/31 USD 150.94 0.5 0.5 8.9
Int'l Technology A OT EQ LUX 12/31 USD 129.91 17.7 17.7 33.3
Int'l Technology B OT EQ LUX 12/31 USD 111.45 16.5 16.5 31.9

Int'l Technology I OT EQ LUX 12/31 USD 146.83 18.7 18.7 34.3
Japan Blend A JP EQ LUX 12/31 JPY 5974.00 -0.8 -0.8 5.5
Japan Growth A JP EQ LUX 12/31 JPY 5620.00 -4.3 -4.3 0.5
Japan Growth I JP EQ LUX 12/31 JPY 5830.00 -3.5 -3.5 1.3
Japan Strat Value A JP EQ LUX 12/31 JPY 6328.00 3.4 3.4 10.8
Japan Strat Value I JP EQ LUX 12/31 JPY 6549.00 4.3 4.3 11.7
Real Estate Sec. A OT EQ LUX 12/31 USD 16.65 16.0 16.0 24.9
Real Estate Sec. B OT EQ LUX 12/31 USD 15.06 14.8 14.8 23.7
Real Estate Sec. I OT EQ LUX 12/31 USD 18.03 16.9 16.9 25.9
Short Mat Dollar A US BD LUX 12/31 USD 7.42 4.8 4.8 8.2
Short Mat Dollar A2 US BD LUX 12/31 USD 10.26 4.8 4.8 8.2
Short Mat Dollar B US BD LUX 12/31 USD 7.42 4.3 4.3 7.7
Short Mat Dollar B2 US BD LUX 12/31 USD 10.17 4.4 4.4 7.7
Short Mat Dollar I US BD LUX 12/31 USD 7.42 5.3 5.3 8.8
US Thematic Portfolio A EUR H US EQ LUX 12/31 EUR 18.77 NS NS NS
US Thematic Portfolio B EUR H US EQ LUX 12/31 EUR 18.68 NS NS NS
US Thematic Portfolio C EUR H US EQ LUX 12/31 EUR 18.73 NS NS NS
US Thematic Portfolio I EUR H US EQ LUX 12/31 EUR 18.84 NS NS NS
US Thematic Research A US EQ LUX 12/31 USD 10.46 22.6 22.6 20.4
US Thematic Research B US EQ LUX 12/31 USD 9.53 21.4 21.4 19.2
US Thematic Research I US EQ LUX 12/31 USD 11.34 23.5 23.5 21.4

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 Government Bond
Funds that invest primarily in government or government-backed agency securities denominated or
hedged into the relevant currency. Ranked on % total return (dividends reinvested) in U.S. dollars for one
year ending January 03, 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

NS Pictet-EUR Pictet Funds CHFLUX 19.35 19.80 11.06 NS
Government Bonds-HI CHF (Europe) S.A.

NS ComStage ETF Commerzbank AG, EURLUX 12.51 12.51 NS NS
iBoxx EUR Sov Germany Cp10+ Frankfurt am Main

NS ETFlab Dt. ETFlab Investment EURDEU 12.34 12.34 NS NS
Boerse EUROGOV Germany 10+ GmbH

NS iShares iShares EURDEU 12.25 12.25 5.09 NS
eb.rexx GovGer 10.5+ (DE)

NS CapitalAtWork Capital at Work EURLUX 7.97 7.97 NS NS
Gov Bds at Work A

NS RT Vorsorge Ringturm EURAUT 0.20 6.73 5.69 4.19
Rentenfonds A Kapitalanlageges.m.b.H.

NS BAWAG P.S.K. BAWAG P.S.K. EURAUT 0.21 6.68 5.53 4.56
Gemeindefonds A Invest GmbH

NS ESPA Bond ERSTE-SPARINVEST EURAUT 0.27 6.24 5.11 3.38
Euro-Mündelrent A KAG

NS ComStage ETF Commerzbank AG, EURLUX 6.21 6.21 NS NS
iBoxx EUR Sov Grmny Cp 5-10 Frankfurt am Main

NS ETFlab Dt. ETFlab Investment EURDEU 6.18 6.18 NS NS
Boerse EUROGOV Germany 5-10 GmbH

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

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

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

MARKETS

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

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

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A OT OT CYM 10/29 EUR 101.65 0.6 0.7 0.1
D'Auriol Opp F3 EUR OT OT CYM 10/29 EUR 966.94 -2.2 -2.7 -3.3

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

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

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

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

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

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

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

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 12/17 USD 428.62 16.2 24.7 47.4
Antanta MidCap Fund EE EQ AND 12/10 USD 856.57 20.7 31.3 69.4
Meriden Opps Fund GL OT AND 12/15 EUR 44.24 -26.3 -28.0 -29.3
Meriden Protective Div GL EQ AND 09/01 EUR 79.14 NS NS NS

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

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

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

Global-growth hopes drive
stocks, commodities higher

LONDON—European stocks
climbed on the first trading day of
2011 amid optimism over global
growth.

The Stoxx Europe 600 index rose
0.8% to 278.02, its 14th gain in the
past 20 sessions. The German DAX
30, the strongest of the region’s
main markets last year, rose 1.1% to
6989.74, while the French CAC 40
surged 2.5% to 3900.86.

London markets were closed for
a bank holiday.

U.S. stocks also jumped to start
the new year. The Dow Jones Indus-
trial Average ended up 0.8%, or
93.24 points, at 11670.75, having
reached 11711.47 earlier in the ses-
sion, its highest intraday level since
August 2008.

French banking stocks, one of
2010’s laggards, jumped. Société
Générale climbed 3.8% and BNP
Paribas gained 3.6%.

Porsche Automobil Holding
surged 15% in Frankfurt after a U.S.
court last week dismissed a lawsuit
filed by hedge funds that alleged the
high-end car maker had manipu-
lated the market while building its
stake in Volkswagen. VW shares
climbed 5.1%.

Some of that optimism came as
euro-zone manufacturing data
showed the sector’s expansion ac-
celerated more than expected in De-
cember, and industrial output in

Spain and Ireland has begun to
catch up with that of Germany and
France. Markit Economics said the
headline measure from its monthly
survey of purchasing managers at
factories across the currency area
rose to 57.1 from 55.3 in November.
The preliminary estimate for the
PMI released last month recorded a
rise to 56.8.

A reading on manufacturing
from the Institute for Supply Man-
agement and the third consecutive
monthly gain in U.S. construction
spending also contributed to the op-
timism. The data helped bolster in-
vestors’ expectations for a host of
other economic updates due this
week, including retailers’ December
sales and the government’s monthly
nonfarm payrolls, to also point to a
continuing recovery.

The optimistic global outlook
gave commodities a boost, with
crude-oil and wheat futures each
hitting two-year highs. The Nymex
crude-oil contract for February de-
livery gained 0.2% to settle at $91.55
a barrel, its highest settlement since

Oct. 3, 2008, while wheat futures for
March delivery rose 1.4% to $8.055
a bushel, a 28-month high on the
Chicago Board of Trade.

Upbeat U.S. construction data
helped copper futures lock in their
third consecutive record settlement
price Monday. Copper is used in
plumbing and electrical wiring of
residential and commercial con-
struction projects. The most actively
traded contract, for March delivery,
ended up 0.2%, or 1.05 cents, at
$4.4575 a pound.

February gold futures ended 0.1%
higher at a record $1,422.90, though
the contract struggled to stay in
positive territory as the rosier eco-
nomic picture sent money into other
markets.

Asian markets made strong
gains, and South Korea’s main index
closed at a record.

In currency markets, the euro
edged up to $1.3376, from $1.3370
late Friday in New York. The dollar
was at 81.54 yen, up from 81.22 yen.

Among major market movers:
Shares of Fiat Autos and Fiat In-
dustrials began trading separately
for the first time in Milan. The com-
bined price of the two companies
ended above the old Fiat’s closing
price of €15.43 on Thursday.

Fiat Industrials ended at €9,
while those for the auto group stood
at €7.03.

Deutsche Lufthansa gained 3%
in Frankfurt after the airline said it

plans to create 4,000 new jobs in
Germany this year.

Ferrovial rose 1.6% in Madrid af-
ter higher tolls were approved for
EUR-407 highway in Canada, a key
asset.

TNT fell 2% in Amsterdam amid
speculation the company may be in-
terested in buying the parcel ser-
vices unit of the U.K.’s Royal Mail.

Barnes & Noble climbed 8% in
New York after the book seller said
its preliminary holiday same-store
sales surged 9.7%, partly thanks to
strong sales of its Nook e-reader.

Clorox tumbled 3.2%. Weak sales
of disinfectants, bleach and cat litter
in the U.S. caused the company to
project fiscal second-quarter earn-
ings below analysts’ estimates.
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Porsche surged 15% after a
U.S. court last week
dismissed a lawsuit filed
against the auto maker.




