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Pouring cold water on
Turkmenistan’s grandiose
resort ambitions. Page 29

Editorial
& Opinion

The ECB’s Yves Mersch says
governments must cut
deficits—now. Page 13

Shell faces setback in Alaska drilling
Royal Dutch Shell suf-

fered a new setback to its
plans to drill offshore in the
arctic, after environmentalists
successfully challenged a deci-
sion to grant the company
air-quality permits.

Shell has invested $3.5 bil-
lion in an exploration pro-
gram in Alaska’s Beaufort and
Chukchi seas, but has yet to
drill. The company’s plans
have been dogged by legal
challenges and regulatory ob-
stacles.

Shell had finally overcome
all hurdles last spring, until

BP PLC’s Gulf of Mexico oil
well exploded, triggering the
worst offshore oil spill in U.S.
history. The Obama adminis-
tration responded by sus-
pending most new offshore
drilling, including in the arc-
tic, throwing Shell’s explora-
tion program into disarray.

Yet the Anglo-Dutch oil
company remains committed
to the region, which it be-
lieves contains up to 25 bil-
lion barrels of oil re-
serves—most of it in the
Chukchi Sea. In 2008, Shell
spent $2.1 billion to obtain
leases in the Chukchi.

After the moratorium was

lifted, Shell scaled back its
plans, resubmitting its appli-
cation to drill in the Beaufort
but postponing a plan to en-
ter the more remote Chukchi
Sea pending the outcome of
various legal challenges.

The company was planning
to drill an exploratory well in
the Beaufort this year. But
without clean-air permits, it
will struggle to meet that
deadline.

Shell was issued the air-
quality permits by the U.S.
Environmental Protection
Agency last year, allowing the
company to operate the Fron-
tier Discoverer drilling ship

and support vessels, such as
icebreakers and a supply ship,
in the Chukchi and Beaufort
seas. But two conservation
groups and a group represent-
ing Native American commu-
nities in Alaska requested a
review, arguing that in grant-
ing the permits, the EPA had
applied outdated nitrogen-di-
oxide standards.

In a decision filed Dec. 30,
the EPA’s Environmental Ap-
peals Board agreed with the
petitioners, saying the analy-
sis of the impact of the nitro-
gen-dioxide emissions on peo-
ple living on Alaska’s North
Slope had been “limited in

scope.” It remanded the Beau-
fort and Chukchi permits, ef-
fectively sending them back
to the EPA and Shell to be re-
written.

Shell said the decision
was “very disappointing,”
given the efforts it had made
to minimize the impact of air
emissions on arctic air quality
and North Slope residents.
The company said it has con-
sistently met or exceeded re-
quirements for operating in
the arctic and retrofitted the
Frontier Discoverer with the
best available technology for
controlling emissions, at a
cost of $25 million.

BY GUY CHAZAN

Inflation puts
new pressure
on ECB stance

FRANKFURT—Euro-zone
inflation jumped past the Eu-
ropean Central Bank’s target
for the first time in more than
two years, threatening the
ECB’s coveted anti-inflation
credibility as it continues to
take aggressive measures to
stem the region’s fiscal crisis.

Annual inflation across the
currency bloc was 2.2% in De-
cember, according to the Eu-
ropean Union’s statistics of-
fice, Eurostat, up from 1.9% in
November and the highest
since October 2008. Tuesday’s
report didn’t provide a coun-
try or product breakdown,
though economists said the
rise was likely due to higher
food and energy prices.

The ECB’s mandate is to
keep inflation just below 2%
over the medium term. Infla-
tion had dipped into negative
territory in late 2009 as the
global recession drove prices
down and kept wages in
check, and was under 1% as
recently as last February.

But the euro-zone econ-
omy’s subsequent turnaround,
led by Germany, reversed that
trend. Gross domestic product
grew robustly in the middle of
last year and carried that mo-

mentum into the end of the
year. Still the ECB, under
President Jean-Claude
Trichet, has kept crisis-era
programs in place, including
record-low interest rates,
abundant loans to banks and,
for the past eight months,
purchases of government
bonds to help vulnerable
countries such as Greece, Ire-
land and Portugal that face
high debt levels and meager

growth prospects.
“If inflation is rising, this

will make it harder for
Trichet to justify his actions,”
says Charles Wyplos, profes-
sor of economics at The Grad-
uate Institute in Geneva.

And it won’t get easier
anytime soon. Barclays Capi-
tal expects inflation to rise to
2.3% this month and 2.5% in
February. “The monetary
stance does look on the easy
side” against those figures,
says Barclays economist
Julian Callow.

President Trichet repeat-
edly cites his anti-inflation
bona fides as a defense from
critics, particularly in Ger-
many, who say ECB policies
will lead to higher prices. Mr.
Trichet recently recalled a
meeting with European par-
liamentarians where he noted
that the ECB has delivered
1.97% average inflation over
its first 12 years, a figure he
frequently cites. “We even
had applause. I was quite
moved,” Mr. Trichet said.

Inflation rates slightly
above 2% aren’t yet a threat
to Mr. Trichet’s track record,
economists say, noting that
when food and energy prices
are stripped out, core infla-

Please turn to page 6

BY BRIAN BLACKSTONE

United Nations troops from Niger prepare to patrol the streets of Abidjan, Ivory Coast, Tuesday. The
failure to dislodge Ivory Coast leader Laurent Gbagbo from power has exposed differences in West
Africa, with some arguing for the use of force and others ruling out the option. Article on page 10

Tensions grow in Ivory Coast

Associated Press

Sticker shock
Under wraps since the
recession, euro-zone inflation
is back above the ECB’s target

Source: IHS Global Insight
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Infrastructure
payday coming
for Japan firms

A payday lies ahead for Japan’s
big infrastructure builders, but they
must be careful how they cash in.

Global infrastructure spending
may rise 20% to $2.1 trillion annu-
ally in the next 10 years from the
last decade, the Samsung Economic
Research Institute says. The jump
will be sharper in Asia, where a lack
of power supply, roads and railways
hurts growth. India alone plans to
spend $1 trillion from 2012 to 2017,
twice the previous five years.

Japan Inc. hopes meeting this
demand becomes a major earnings
pillar. Toshiba forecasts nuclear-
power and railway-related sales
will rise over 20% to $38 billion, or
38% of revenue, by the year ending
in March 2013. Hitachi is targeting
a 46% jump to $29 billion, or over
one-fifth of revenue, by March 2016.

But they face stiff competition
from Europe as well as South Ko-
rean and Chinese newcomers. The
Japanese can point to half a century
of building top-notch infrastructure
at home. But winning contracts also
requires government help.

Tokyo has caught on to this, af-
ter the shocking 2009 loss to Korea
of a nuclear-power-plant deal in the
United Arab Emirates. Still, Japa-
nese companies face a risk with
such projects: that they will give too
much expertise away. Kawasaki
Heavy Industries, for example,
complains a Chinese customer is
now planning to export high-speed
trains based on its technology.
China South Locomotive & Rolling
Stock Industry (Group) says its
trains use its own technology.

Central Japan Railway, builder
and operator of Japan’s bullet
trains, says it won’t work on high-
speed rail in China. It is a fair con-
cern, but there are ways for compa-
nies to try to protect themselves.
For example, they can offer black-
box technologies, sold only as fin-
ished products without revealing in-
tellectual property. The opportunity
is clear. The trick is ensuring new
rivals don’t get their payback later.

—James Simms

Inflation headache heads for Europe
Inflation already is a problem for

some emerging-market policy mak-
ers, not least in China. Is it about to
become a headache for Europe’s bat-
tle-weary central bankers? While the
Bank of England is used to deflecting
criticism over its tolerance for con-
sumer prices rising well above tar-
get, the European Central Bank has
spent the last year brandishing its
inflation-busting credentials. This
year could prove a test for both.

Annual euro-zone inflation rose
to 2.2% in December from 1.9% in
November, Eurostat data showed
Tuesday. That was above the ECB’s
target of below, but close to, 2% for
the first time since late 2008. In the
U.K., where inflation has been above
the BOE’s 2% target for many
months, a YouGov survey showed ex-
pectations of inflation in the next
five to 10 years rising to 3.8%, up 0.6
percentage point in the past three
months alone. Rising food and en-

ergy prices, and continued upward
pressure on commodity prices—in
part thanks to abundant central-bank
liquidity—offer little prospect of a
near-term respite. Even austerity
policies are pushing up inflation: In
Spain, a 24% increase in tobacco
taxes helped push inflation to 2.9%
in December; in the U.K., the value-
added tax has just risen to 20%, rais-
ing prices.

Of course, monetary policy
should target medium-term inflation,
not the latest outcome. But the prob-
lem for the ECB is that relatively
high headline inflation in the first
half of this year, rising to 2.4%-2.5%,
may come just as Europe’s debt cri-
sis reignites. If it weren’t for the
debt crisis, the ECB might already be
on the verge of a rate increase, No-
mura argues: Short-term real rates
are sharply negative, and growth has
rebounded strongly. Instead, the ECB
might face pressure to ease policy

further. While the bar may be high
for the ECB to undertake more un-
conventional measures, given its
clear discomfort with bond pur-
chases so far, it may still be forced
to act if Europe’s governments again

fall short. A renewed crisis could hit
the euro, further increasing infla-
tionary pressures. Meanwhile, the
BOE, which has until recently been
touting the possibility of further
quantitative easing to stave off po-
tential economic fallout from the
sharp tightening in fiscal policy, will
find its hands tied if inflation heads
toward 4%, as some expect.

Economists expect inflation pres-
sures to subside. For the euro zone,
that could come in the second half of
the year as austerity weighs on the
peripheral countries and as growth
remains relatively sluggish outside
Germany, and, for the U.K., in 2012
as the impact of tax increases fades.
But with central bankers’ credibility
already stretched by the crisis, the
last thing they need is being seen to
lose control of inflation. Even if the
surge proves temporary, it promises
to be an uncomfortable ride.

—Richard Barley

Recovery skips the reinsurance sector
Not all sectors enter 2011 in re-

covery mode. Take reinsurance com-
panies, which have already faced av-
erage price declines of 5% to 10%
from crucial Jan. 1 contract renewals.
Reinsurers have been trading near
historic valuation lows for much of
the past year. Now, high levels of ex-
cess capital are eroding their pricing
power with customers. That will in-
crease pressure for more buybacks
and higher dividends, but investors
shouldn’t expect a windfall this year.

Munich Re, one of the biggest
global reinsurers, estimates 2010 was
among the worst years for major di-
sasters in recent decades. Chilean
and Haitian earthquakes, European
storms and Australian floods caused
huge numbers of mortalities and $37
billion in industry losses. While ca-
tastrophes wipe out capital and
weaker players, they then allow the
industry to raise premiums. But
many events spread globally don’t
push up prices like one major catas-
trophe, such as a U.S. hurricane.

The economic downturn also has

depressed demand for reinsurance.
And the industry has $19 billion in
excess capital globally, according to
brokerage Guy Carpenter, 11% above
historic levels, increasing pressure to
write business, profitable or not.

Many investors want the industry
to return excess capital to sharehold-
ers and in theory improve its pricing

power. PartnerRe announced fresh
share buybacks in December. Munich
Re is expected to extend its $1.3 bil-
lion buyback plan, which ends in
April. Average dividend yields for
European reinsurers should gain to
6.3% in 2011 from 5.9% in 2010, says
Collins Stewart. But few are expected
to greatly raise capital returns when
an event like 9/11 could force them to
raise capital again in uncertain eq-
uity markets. Coming changes to Eu-
ropean regulations and U.S. hurri-
cane-catastrophe models also could
require them to hold more capital. In
any case, investors shouldn’t rely on
high dividends: Reinsurers often cut
payouts following a major disaster.

With the sector trading below
book value, investors may be right in
thinking share prices have bottomed.
A global economic recovery should
eventually see reinsurance demand
recover. But a disaster with over $50
billion in losses, the magnitude of a
major Californian earthquake, would
likely be required to really turn the
tide for prices. —Hester Plumridge

Off target
Year-over-year inflation

Sources: U.K. Office for National Statistics; Eurostat
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Where are there more faces
than China? One sideline to Face-
book’s $500 million capital raising:
Chinese Internet giant Tencent
now has, indirectly, a 1% stake in
the social-networking site. Tencent
owns 10% of Digital Sky Technolo-
gies, which has about 10% of Face-
book. While Facebook is blocked in
China, Mark Zuckerburg’s recent
holiday there—where he met with
heads of China Mobile, Baidu and
Alibaba.com—suggests ties are
getting closer. It will take a lot to
negotiate a way through the “Great
Firewall.” But even Facebook, which
claims 500 million active users,
would get a sizable boost from ac-
cess to China’s more-than-400-mil-
lion-strong online population.

i i i

Goldman Sachs was smart to
get its tentacles into Facebook
early. Based on Dealogic, Goldman
has had an equity investment in 17
companies that have gone public
since 2005. It collected fees as an
IPO underwriter from 15 of them.
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Tough-talking Merkel makes it clear:
Germany needs Europe—and the euro

Will 2011 be the year that
Angela Merkel finds her euro-
mojo?

The German chancellor has
certainly started the year in a
manner that suggests that she has
had enough of people calling her
weak and “konzeptlos” when it
comes to leading Europe out of its
debt crisis.

Her televised address to the
nation at New Year may have
lacked the passion of her speech
to the Bundestag in December
ahead of an EU summit, but it
gave no comfort either to
nostalgic enthusiasts of the
Deutsche mark, or to the
unreconstructed Euroskeptics of
London. It’s worth repeating the
key parts in full: “We have to
strengthen the euro, and it is not
only a question of money. The
euro is more than just a currency.
It is our good fortune that we
Europeans are united. A united
Europe is the guarantor for our
peace and our freedom. The euro
is the basis of our economic well-
being. Germany needs Europe and
our common currency, for our
own good, and for coping with
global challenges.”

The echoes of Helmut Kohl are
unmistakable and deliberate: the
euro is a symbolic and political
project; economics and politics
are inseparable; and, most of all,
Germany cannot contemplate a
future based on anything other
than partnership within Europe,
and God be praised for that.

It is the rhetoric that
characterized the postwar
generation, and still does
characterize what remains of it. It
is conspicuous that the only
senior figure in the coalition to
talk convincingly in Europe in
those terms is 68-year-old Finance
Minister Wolfgang Schäuble, a
Kohl protégé. His counterparts at

last year’s Ecofin meetings may
have bridled at how rigidly he
defended the German line, but
they can be thankful that they had
to deal with a man who
remembers how much Germany
needs Europe. They should
breathe no sighs of relief if he is
forced to retire this year because
of ill health.

The crisis that is now in its
fourth year is, in fact, the first of
many since the World War II when
Europe has had to deal in earnest
with a generation of German
politicians with no memories of
the helplessness and devastation
of the postwar period. Ms.
Merkel’s own formative years
were spent in the heady days of
national reunification, and some
of her ministers barely remember
Nena’s “99 Red Balloons,” let
alone the Marshall Plan or Willy

Brandt’s gesture of penance at the
Warsaw Ghetto memorial.

Among younger Germans, and
particularly among younger
German journalists, it seems it has
become fashionable to think that
the economic relations between
Germany and the rest of Europe,
and Germany and the rest of the
world, have changed so much that
the original rationale for
monetary union no longer adds
up.

Demand for German products
from emerging markets such as
China and India, so the argument
goes, is so well entrenched that
the country can, effectively, do
without the deadweight that is
Greece and the rest of the euro
zone’s periphery. We have put our
house in order, and if Greece and
Spain can’t do the same, then
tough luck.

There is no lack of figures to
back the argument up: over the
first three quarters of last year,
exports to China were up 45.7%
from a year earlier, while those to
the euro zone were up only 13.5%.
Exports to France, long considered
the most important German
export market of all, were up a
paltry 11.3%, while those to

Turkey were up 35.5%. Even
Russia, the only one of the big
emerging-market economies to
have a serious recession and
problems returning to growth,
took 26% more German goods in
the first nine months of last year
than in the 2009 period.

But it’s a commonly German
preoccupation to focus on visible
trade flows. A look at the financial
interconnectedness between
Germany and the rest of Europe
makes clear that any notion of
being able to act independently of
Europe is illusory.

German banks had $548
billion—or €446 billion at
prevailing exchange rates—at risk
in the five problem countries of
the euro zone as of June,
according to the Bank for
International Settlements. They
had €392 billion of capital and
reserves, according to the
Bundesbank. Thus, it doesn’t
matter whether Germany tries to
withdraw from monetary union, or
have fiscal sinners expelled from
it: the credit losses and write-
downs caused by the ensuing
currency moves would effectively
bankrupt the German banking
system, even before
manufacturers start shifting jobs
to cheaper locations as capital
that had been stored in the euro
gets reallocated to the new
Deutsche mark. The economy as
Germany knows it today would
not survive, but it would still fare
better than the country’s political
reputation, which would be
shattered by the dismantling of
the EU’s most ambitious project.

For a country that prizes
stability above all else in
economic matters, further debate
should be superfluous.

The trouble for Ms. Merkel is
this: If you know all this to be
true, how do you stop your
counterparts from gaming you?
Just as importantly, how do you
do that while persuading panicky
financial markets to keep their
heads?

German Chancellor Angela Merkel at the recording of her New Year speech.
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The echoes of Helmut Kohl
are deliberate: the euro is
a symbolic and political
project.
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Autos

n General Motors said its U.S.
light-vehicle sales climbed 8% in
December thanks to continued
strong demand for crossovers and
pickups. For all of 2010, GM said
its U.S. sales rose 6.3% from 2009.
n The auto maker also said its
sales in China grew 28.8% in 2010
to a record 2.35 million units,
making the U.S. firm the first for-
eign company to surpass the two-
million mark for annual vehicle
sales in China.
n GM also said its sales in India
jumped 59% to 110,804 vehicles.

n Ford posted a 6.8% increase in
December sales of cars and light
trucks, a result that doesn’t in-
clude the Volvo brand it sold last
year. For the full year, Ford’s U.S.
sales rose 19.5% light vehicles,
when adjusted for the sale of
Volvo. Without the Volvo adjust-
ment, Ford’s sales rose 15%.

n Chrysler Group reported U.S.
sales of 100,702 in December, up
16% from a year earlier. For all of
2010, Chrysler said sales rose 17%
to 1,085,211 vehicles from 2009.

n Seven insurance companies
have filed lawsuits against Toyota
in a California state court seeking
a minimum of $230,000 to cover
the cost of claims paid for acci-
dents related to the unintended
acceleration problems identified
in Toyota vehicles in the past sev-
eral years.

i i i

Aviation

n Budget airline easyJet has ex-
ercised options to place firm or-
ders for 15 A320 aircraft from Air-
bus, to be delivered between 2012
and 2014. The British-based re-
gional carrier said it also has up-
graded contracted deliveries for
20 A319 planes to the larger A320
and has taken options for 33 more
A320 planes.

n Indonesian state-owned flag
carrier PT Garuda Indonesia be-
gan pre-marketing for an initial
public offering of around US$500
million, according to a term sheet.

i i i

Banks

n Greece’s Piraeus Bank de-
fended its decision to offer new
shares at a deep discount in its
€807 million ($1.08 billion) rights
issue, saying such a move was
“customary” in volatile times and
that the terms were backed by a
significant percentage of share-
holders.

i i i

Conglomerates

n A South Korean court rejected
Hyundai Group’s attempt to sal-
vage its bid for a controlling stake
in Hyundai Engineering & Con-
struction, paving the way for rival
bidder Hyundai Motor Group to
acquire the builder’s shares.

i i i

Construction

n Spanish construction company
Actividades de Construcción y
Servicios said it has secured just
over 30% of the voting rights in
Hochtief, making headway in its
effort to reach a majority stake in
the German builder. Under Ger-
man law, passing the 30% thresh-
old allows ACS to continue to buy

additional shares of the German
builder on the market at its dis-
cretion without any time limit.

i i i

Energy

n Royal Dutch Shell suffered a
new setback to its plans to drill
offshore in Alaska, after environ-
mentalists successfully challenged
a decision to grant the company
air-quality permits.

n Oil giant BP’s shares rose fol-
lowing reports that compensation
payouts for the Gulf of Mexico oil
spill may be much lower than ex-
pected.

n Brazilian state-run oil company
Petroleo Brasileiro, or Petrobras,
confirmed it’s evaluating buying
all of Italian oil major Eni’s
33.34% stake in Portuguese energy
company Galp Energia.

n Cairn Energy said it has con-
tracted two vessels to drill up to
four oil and gas exploration wells
this year off the shore of Green-
land, following the drilling of
three wells in summer 2010 which
provided mixed results.

n India is working on a policy
that will allow state-run compa-
nies to acquire coal assets abroad
faster, Coal Minister Sriprakash
Jaiswal said, as the country pre-
pares to tackle competition to se-
cure energy resources globally.

i i i

Entertainment

n Bidders for the U.K.’s state-
owned bookmaker, the Tote, ex-
pect a shortlist to be drawn up by

the end of January, people famil-
iar with the situation said. Lazard,
which is running the sale, re-
ceived a number of indicative bids
before Christmas.

i i i

Fashion

n The French antitrust watch-
dog’s advisory council is to meet
Thursday to study a plan by the
majority-shareholding family of
Hermès International that would
prevent a hostile takeover of the
luxury group, according to a per-
son familiar with the matter.

i i i

Financial services

n Morgan Stanley named strat-
egy head Jim Rosenthal to become
its chief operating officer. He will
continue to oversee strategy at
the firm and serve as the chief op-
erating officer of Morgan Stan-
ley’s brokerage joint venture with
Citigroup’s Smith Barney.

n Credit Suisse squeezed past
Goldman Sachs Group in the rank-
ings of top bankers to private-eq-
uity firms last year, logging in a
9.3% market share of fees, accord-
ing to Dealogic.

i i i

Health

n Euromedic International sold
its dialysis service operations to
Germany’s Fresenius Medical Care
AG & Co. for €485 million ($647.5
million). The acquisition will give
Fresenius Medical Care a chain of
dialysis clinics in the fast-growing
health-care markets of Eastern
Europe and Russia.

i i i

Manufacturing

n Oberthur, a maker of banknotes
and smart-card technologies,
sought reassurances from acquisi-
tion target De La Rue about the
impact on its business and reputa-
tion of embarrassing paper-pro-
duction irregularities that hurt its
operations last year.

n Sinovel Wind Group, China’s
largest wind-turbine maker by
market share, said it plans to
raise up to 9.46 billion yuan ($1.44
billion) in an initial public offering
ahead of a Shanghai listing, buck-
ing the trend of Hong Kong list-
ings by China’s wind power firms.

i i i

Pharmaceuticals

n Pfizer has expanded its collabo-
ration with drug maker Santaris
Pharma, agreeing to a develop-
ment and commercialization pact.

i i i

Retail

n Andy Bond has stepped down
as chairman of Wal-Mart Stores’
U.K. supermarket chain Asda
Group effective the beginning of
the year. Bond will focus on final-
izing Wal-Mart’s acquisition of
South African retailer Massmart
Holdings, which is expected to be
concluded by the end of March,
when he will leave Wal-Mart.

i i i

Technology

n A U.S. appeals court restored a
jury verdict that Microsoft in-
fringed a patent related to com-

bating software piracy, but ruled
that the software giant was enti-
tled to a new trial on damages.

i i i

Telecommunications

n German prosecutors dropped
an investigation against Deutsche
Telekom chief René Obermann for
alleged bribery and coercion of
government officials in Macedonia
and Montenegro. The investiga-
tion found no evidence against
Obermann and two other sus-
pects, a spokesman for prosecu-
tors in Bonn said in a statement.
The investigation of five other
company employees will continue.

n Swiss telecom provider Swiss-
com said its joint venture agree-
ments to extend the fiber-optic
network in two areas of Switzer-
land are being examined by the
country’s competition authority
amid concerns they could reduce
competition for broadband inter-
net access.

n Telekom Malaysia and Axiata
Group have formed separate sub-
committees to conduct internal in-
vestigations into alleged improper
payments by Alcatel-Lucent. The
move comes after U.S. law-en-
forcement and regulatory authori-
ties made documents public alleg-
ing the French telecom equipment
supplier paid bribes to Telekom
Malaysia employees in exchange
for non-public information.

BUSINESS WATCH

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

From left, Chief Financial Officer Marc Rothman, Chief Executive Officer Sanjay Jha, and company President Dan Moloney, all of Motorola Mobility, ring the New
York Stock Exchange’s opening bell. Technology company Motorola recently completed its split into Motorola Mobility and Motorola Solutions, both NYSE listed.

Motorola’s split complete as separate stocks begin trading on NYSE

Getty Images
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New Chinese stealth jet is revealed
BEIJING—The first clear pictures

of what appears to be a Chinese
stealth fighter prototype have been
published online, highlighting
China’s military buildup just days
before U.S. Defense Secretary Rob-
ert Gates heads to Bejiing to try to
repair defense ties.

The photographs, published on
several unofficial defense-related
websites, appear to show a J-20
prototype making a high-speed taxi
test—usually one of the last steps
before an aircraft makes its first
flight—according to experts on avia-
tion and China’s military.

The exact origin of the photo-
graphs is unclear, although they ap-
pear to have been taken on or
around the Chengdu Aircraft Design
Institute, where the J-20 is in devel-
opment, in western China. A few ex-
perts have suggested that the pic-
tured aircraft is a mock-up, rather
than a functioning prototype of a
stealth fighter—so-called because it
is designed to evade detection by
radar and infrared sensors.

But a majority of experts con-
sulted say they believe the pictures
and the aircraft are authentic, giv-
ing the strongest indication yet that
Beijing is making faster-than-ex-
pected progress in developing a ri-
val to the U.S. F-22—the world’s
only fully operational stealth fighter.

China’s defense ministry and air
force couldn’t be reached to com-
ment about the latest photos.

Even without official confirma-
tion, however, the photographs are
likely to add to concerns among U.S.
officials and politicians about
China’s military modernization,
which also includes the imminent
deployment of its first aircraft car-
rier and “carrier-killer” antiship bal-
listic missiles.

Such weapons systems would
significantly enhance China’s capa-
bility to hinder U.S. intervention in
a conflict over Taiwan, and would
challenge the naval supremacy the

U.S. has enjoyed in the Asia-Pacific
region since 1945.

Gen. He Weirong, deputy head of
China’s Air Force, announced in
2009 that China’s first stealth fight-
ers were about to undergo test
flights and would be deployed in
“eight or 10 years.” But there was
no clear physical evidence of their
existence until the latest photo-
graphs emerged.

Chinese authorities who closely
monitor Internet traffic in the coun-
try appear not to have tried to block
the J-20 pictures, even though they
appear to have been taken from on
or around a highly sensitive defense
industry facility.

“The photos I’ve seen look genu-
ine,” said Gareth Jennings, aviation
desk editor at Jane’s Defence
Weekly.

“It’s pretty far down the line,” he
said. “The fact that its nose wheel is
off the ground in one picture sug-
gest this was a high-speed taxi
test—that usually means a test
flight very soon afterwards.”

Other experts who said they
thought the photographs were au-
thentic included Andrei Chang of
the Canadian-based Kanwa Asian
Defence Monthly, and Richard
Fisher, an expert on the Chinese
military at the International Strat-
egy and Assessment Center in
Washington.

Several experts said the proto-
type’s body appeared to borrow
from the F-22 and other U.S. stealth
aircraft, but they couldn’t tell from
the photographs how advanced it
was in terms of avionics, composite
materials or other key aspects of
stealth technology.

They said China was probably
several years behind Russia, whose
first stealth fighter, the Sukhoi T-50,
made its first flight in January 2010,
but Beijing was catching up faster
than expected.

The U.S. cut funding for the F-22
in 2009 in favor of the F-35, a
smaller, cheaper stealth fighter that
made its first test flight in 2006 and
is expected to be fully deployed by

around 2014.
The F-22 has mainly been used

for exercises and operations around
U.S. airspace, but some have been
deployed to Guam and Okinawa to
help maintain the U.S. security um-
brella in the Asia-Pacific region.

The Chinese prototype looks like
it has “the potential to be a compet-
itor with the F-22 and to be deci-
sively superior to the F-35,” said Mr.
Fisher. The J-20 has two engines,
like the F-22, and is about the same
size, while the F-35 is smaller and
has only one engine.

The apparent progress in China’s
stealth-fighter program has implica-
tions also for Japan, which is con-
sidering buying F-35s, and for India,
which last month firmed up a deal
with Russia to jointly develop and
manufacture a stealth fighter.

The photographs throw a fresh
spotlight on the sensitive issue of
China’s military modernization just
as Washington and Beijing try to set
relations on a more positive course.

The two countries clashed last
year over issues including the value
of the Chinese currency, China’s ter-
ritorial claims, U.S. arms sales to
Taiwan and vocal U.S. support for a
jailed Chinese dissident who won
the Nobel Peace Prize.

The U.S. was also frustrated by
China’s refusal to condemn two
North Korean attacks on South Ko-
rea, while Beijing was angered by a
U.S. decision to respond to the sec-
ond attack by sending an aircraft
carrier to take part in joint naval ex-
ercises with Seoul in the Yellow Sea.

Mr. Gates is due to begin a long-
delayed visit to Beijing on Sun-
day—almost exactly a year after
China suspended military ties in
protest over U.S. arms sales to Tai-
wan. China’s President Hu Jintao is
then due to begin a state visit to the
U.S. on Jan. 19.

Mr. Hu needs to avoid appearing
weak or provoking further diplo-
matic crises in the run-up to a lead-
ership change that is due to start in
2012, diplomats and analysts say.

BY JEREMY PAGE

Images of what appears to be a Chinese stealth fighter prototype have appeared on various websites such as
Japan Security Watch

India and Iran try new conduit for oil sales
NEW DELHI—Days after India’s

government clamped down on the
main conduit Indian companies use
to pay for Iranian oil, New Delhi and
Tehran have opened a temporary
channel for transactions, a senior
Indian official said Tuesday—one
that involves routing payments
through an Iranian bank that is al-
ready under U.S. sanctions.

India’s move essentially ex-
changes one poison for another and
could place Indian firms at logger-
heads with the U.S. legal system.
Under new U.S. legislation enacted
in July, any foreign firm dealing
with Iranian entities sanctioned by
Washington could also find them-
selves banned from conducting busi-
ness inside the U.S.

The U.S. Treasury blacklisted
Hamburg-based European-Iranian
Trade Bank AG Bank in September,
saying it provided a financial lifeline
to Iranian companies that it alleges
support weapons proliferation.

“India is finding how difficult it’s
becoming to do business with Iran
globally,” said Avi Jorisch, a former
Treasury official who has tracked
the Iranian bank. “The number of le-

gitimate channels are constricting.”
The clock has been ticking for In-

dia to find ways to pay for critical
supplies of crude oil from Iran. Last
week, India’s central bank, the Re-
serve Bank of India, said all trade-
related payments with Iran had to
be processed outside the Asian
Clearing Union, a trade-finance
clearinghouse through which Iran
does most of its business with India.

The Obama administration has
raised its concerns with India about
the Clearing Union, due to fears Iran
has used it to shield its companies
from U.S. sanctions.

The senior Indian official told re-
porters Tuesday that Iran’s state-
owned National Iranian Oil Co. sent
a letter to Indian oil companies say-
ing payments to Iran could be
routed through a euro account the
European-Iranian Trade Bank,
known as EIH Bank.

EIH isn’t subject to sanctions by
the United Nations or the European
Union. But in September, the U.S.
Treasury blacklisted the bank, bar-
ring it from conducting any business
inside the U.S. and freezing any as-
sets it holds in the American finan-
cial system. Indian firms dealing
with the bank could face the same
penalties under new U.S. legislation

passed into law by President Barack
Obama in July.

The senior Indian official said
Tuesday that Indian oil companies
wouldn’t themselves open accounts
at EIH. Rather, he said, the govern-
ment has advised oil companies to
open individual accounts with gov-
ernment-owned State Bank of In-
dia—India’s largest lender—which
has a branch in Frankfurt. State
Bank of India, in turn, would open
an account with EIH through which
oil firms could make payments to
Iran, the official said.

That arrangement would appear
to place State Bank of India in a vul-
nerable position. The huge lender
has branches in New York, Chicago,
Los Angeles and Washington, which
could all be affected by the U.S. leg-
islation. American banks holding
corresponding banking relationship
with the State Bank of India could
also potentially be affected.

State Bank of India couldn’t be
reached to respond to questions
about the arrangement and how it
was reached.

The National Iranian Oil Co. and
the Iranian central bank couldn’t be
reached to comment.

A spokesman for EIH in Germany
said the Iranian bank “continues to

handle banking transactions.” He
declined to discuss details of the
Iran-India transactions or the U.S.
sanctions against the bank. In the
past, EIH has denied any violations
of German law or sanctions.

In an email to The Wall Street
Journal, a spokesman for the Ger-
man Ministry of Economics said EIH
operates “under special strict con-
trols of its oversight agencies.”

EU investigators are currently
sifting through years of EIH banking

transactions to check for possible
violations, a person familiar with
the matter said.

Describing the payment mecha-
nism announced Tuesday as a stop-
gap matter, the senior Indian official
said a delegation of Indian officials
will be visiting Tehran in mid-Janu-
ary to discuss a longer-term oil-pay-
ment mechanism.

—Subhadip Sircar in New Delhi
and David Crawford in Berlin

contributed to this article.

BY RAKESH SHARMA
AND JAY SOLOMON

Bullock carts haul oil in Mumbai. India said Tuesday Iran oil would keep flowing.
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Heightened tensions
Military disputes between Beijing
and Washington in 2010

� January China suspends military
ties over U.S. arms sales to Taiwan

� March China refuses to blame
North Korea for sinking of South
Korean ship

� July China protests after Hillary
Clinton says U.S. has national
interest in South China Sea

� September China angered by
perceived U.S. support for Japan in
row over disputed islands. U.S.
House of Representatives passes

bill authorizing action against
China’s currency manipulation

� October U.S. congratulates Liu
Xiaobo, jailed Chinese dissident, for
winning the Nobel Peace Prize

� November China refuses to
condemn North Korea for artillery
raid on South Korea. U.S. sends
aircraft carrier to joint military
exercises with South Korea in
Yellow Sea

� December U.S. again expresses
support for Liu Xiaobo ahead of
Nobel ceremony. U.S. moves two
more aircraft carriers to the region

Sc
re

en
gr

ab
fr

om
Ja

pa
n

Se
cu

rit
y

W
at

ch

30 THE WALL STREET JOURNAL. Wednesday, January 5, 2011

i i i

Europe

n The euro zone’s first batch of
economic data in 2011 had more
negatives than positives, provid-
ing a sharp reminder of the deli-
cate balance between supporting
growth and keeping inflation in
check.
n The annual rate of inflation in
the single currency area rose to
2.2% in December, its highest in
two years. For the first time since
November 2008, the reading was
above the European Central
Bank’s ceiling of “close to, but be-
low, 2%.”

n Business confidence in Ireland
Greece and Spain has fallen
steeply for 2011 according to a
survey that measures business
sentiment for the coming year,
while optimism in Germany, Bel-
gium and Finland has increased
hugely for the New Year.

n The German Federal Labor Of-
fice announced the first rise in
seasonally adjusted unemploy-
ment in 18 months.

n U.K. manufacturing expanded
at its fastest rate in 16 years in
December, adding weight to indi-
cations that the country’s eco-
nomic recovery is picking up pace.
n The Bank of England said
growth in the money supply accel-
erated only slightly in November
and net consumer lending was
weaker than expected despite a
rise in the number of loans ap-
proved for house purchases.

n With Sweden’s central bank set
to keep pushing interest rates
higher, the country’s exporters are
growing nervous that their al-
ready high-flying currency will
rise too high for their comfort.

n A Spanish judge has summoned
a top Iraqi military commander,
accused of having directed a 2009
assault on an Iraq-based camp
holding Iranian opponents of Teh-
ran’s regime, to face charges of
breaching the Geneva Convention,
a spokesperson for Spain’s Na-
tional Court said.

n In Poland, 40 cars collided in
dense fog on an ice-covered high-
way, killing two people and leav-
ing five hospitalized. A spokesman
for regional firefighters said the
accident occurred near the city of
Gliwice on a stretch of the A4
highway that runs from Katowice
west to Zgorzelec, on the border
with Germany.

n Two Russian icebreakers are
trying to free a fishing trawler
that among five ships with a total
of more than 500 people aboard
caught in heavy ice in the Sea of
Okhotsk. Three of the ships have
been stuck since New Year's Eve
in the arm of the Pacific west of
the Kamchatsky Peninsula.

i i i

U.S.

n Factory-goods orders rose 0.7%
in November, giving another indi-
cation of solid momentum in man-
ufacturing amid a growing econ-
omy.

n The Federal Reserve believes a
stronger U.S. economy is among
the reasons behind the rise in
government bond yields, which
may undermine its efforts to keep
the recovery going via low inter-
est rates. In minutes of the central
bank’s Dec. 14 meeting, Fed offi-
cials offered several explanations
for why U.S. Treasury yields have
been increasing despite their
$600 billion bond purchase pro-
gram.

n A U.S. citizen who hijacked a
flight from New York’s John F.
Kennedy International Airport in
1968 and fled to Cuba was sen-
tenced to 15 years in prison. Luis
Armando Pena Soltren, 67 years
old, admitted last March to hijack-
ing a Pan American plane along
with three other men about two
hours into the flight in November
1968.

n An Illinois county circuit judge
ruled former White House Chief of
Staff Rahm Emanuel is eligible to
run for mayor of Chicago. Cook
County Circuit Court Associate
Judge Mark Ballard wrote in an

opinion that Emanuel’s city resi-
dency is covered by the election
code that “protects the residential
status of Illinois citizens who
serve the national government.”

n A top Navy admiral perma-
nently relieved the commander of
the USS Enterprise for showing a
“profound lack of good judgment”
by recording offensive and vulgar
videos on a previous tour of duty.
Adm. John C. Harvey Jr., com-
mander of Navy Fleet Forces, said
an investigation will continue into
the how the videos were made
and how complaints about them
were handled.

i i i

Americas

n The Chilean central bank’s an-
nounced $12 billion local currency
market intervention won’t pres-
sure inflation upward as most lo-
cal prices weren’t adjusted to the
strength the peso was showing
against the dollar, Finance Minis-
ter Felipe Larrain said.

i i i

Asia

n Iran invited Russia, China, the
European Union and others to
visit key nuclear plants, but left
out Britain, France, Germany and
the U.S.—the countries most op-
posed to its nuclear program.

n In Pakistan, a leading politician
from the ruling Pakistan People’s
Party who had recently spoken
out against the country’s contro-
versial blasphemy laws was killed
by a member of his security detail
in an upscale market in Islama-
bad. Salmaan Taseer, who was
governor of Pakistan’s most-popu-
lous Punjab province, was at-
tacked at a strip mall in the heart
of one of Islamabad’s most upmar-
ket neighborhoods as he got into
his car after lunch.

n Indian police registered a case
against top Citigroup officials, in-
cluding Chief Executive Vikram
Pandit, in connection with a esti-
mated three-billion-rupee ($67.2
million) alleged fraud at a Citi-

bank branch in a New Delhi sub-
urb. The move follows a complaint
by a bank customer, who was al-
legedly duped in an investment
fraud orchestrated by an em-
ployee at a branch of the bank.

n Days after India’s government
clamped down on the main con-
duit through which Indian compa-
nies pay for Iranian oil, New Delhi
and Tehran have opened a tempo-
rary channel for transactions, a
senior Indian official said—one
that involves sending payments
through an Iranian bank that is al-
ready under U.S. sanctions.

n China’s economic-planning
agency unveiled regulations to
prevent price collusion and mo-
nopolistic pricing practices, giving
the government more tools to rein
in inflation pressures. The rules,
which take effect Feb. 1, come af-
ter Beijing said ensuring price sta-
bility will be a priority, and that it
was bringing competition and
pricing practices closer to interna-
tional standards.

n The first clear pictures of what
appears to be a Chinese stealth
fighter prototype have been pub-
lished online, highlighting China’s
military buildup just days before
U.S. Defense Secretary Robert
Gates heads to Bejiing to try to re-
pair defense ties.

n South Korea’s National Pension
Service plans to establish private
equity funds jointly with local
conglomerates to invest hundreds
of billions of won in overseas re-
sources and energy assets, as the
world’s fourth largest pension
fund seeks to diversify its portfo-
lio to secure stable returns.

n Japanese Prime Minister Naoto
Kan said he wants to begin talks
with the country’s opposition par-
ties on raising the nation’s con-
sumption tax, a divisive issue that
threatens to erode the govern-
ment’s already low approval rat-
ing. His willingness to delve into
the thorny issue is a reflection of
the toll that heavy debt issuance
in recent years has taken on Ja-
pan’s fiscal health.

n In the Philippines, rescuers
found more victims of landslides
and floods from heavy rain, rais-
ing the death toll to at least 17, of-
ficials said. Nearly 13,000 people
have sought shelter in schools and
gymnasiums turned into evacua-
tion centers on the archipelago's
eastern seaboard.

i i i

Africa

n The failure to dislodge Ivory
Coast leader Laurent Gbagbo from
power has exposed deep differ-
ences within the West African
bloc of countries, dimming hopes
that dialogue between African
neighbors will be able to resolve
the nation’s disputed election.

n Sudan’s President Omar al-
Bashir pledged to respect the out-
come of the upcoming referendum
on whether the south should be-
come an independent nation, rais-
ing hopes that Africa’s biggest
country can avoid more bloodshed
even if it breaks apart.

i i i

Middle East

n Israeli Prime Minister Benja-
min Netanyahu asked U.S. Presi-
dent Barack Obama to release
Jonathan Pollard, an unusually
public request by the Israeli
leader on behalf of the former U.S.
naval intelligence officer, who was
sentenced to life in jail for spying
for the Jewish state.

i i i

Australia

n Rising water levels in north-
eastern Australia threatened to
cut off the 77,000-person popula-
tion city of Rockhampton in
Queensland state, while the U.S.
government offered aid to some
200,000 people affected by the re-
cord floods.

WORLD WATCH

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

Veiled women in Jeddah wear special glasses to watch the sunrise eclipse visible in parts of Africa, the Middle East and Europe. It was seen at sunset in parts of Russia, China, Mongolia and Kazakhstan.

Saudi women watch year’s first partial solar eclipse

AFP/Getty Images
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Swedish exporters brace for krona rise
STOCKHOLM—With Sweden’s

central bank set to keep pushing in-
terest rates higher, the country’s ex-
porters are growing nervous that
their already highflying currency
will rise too high for their comfort.

The Riksbank is expected to con-
tinue tightening monetary policy in
2011, indirectly widening the differ-
ence between Swedish interest rates
and the European Central Bank rate.
As the gap between those two rates
increases, demand for the krona
should continue to grow relative to
the euro, making Swedish products
more expensive in a market where it
sends 75% of its exports.

“I think the Riksbank is about to
carry out a dangerous experiment,”
said Mauro Gozzo, chief economist
at the Swedish Trade Council, which
helps Swedish companies do busi-
ness overseas. “It seems we are
about to get [a bigger] interest rate
differential, and we don’t know
where that will lead.”

The krona reached its strongest
level against the euro since 2006 at
the end of 2010, as the Riksbank
raised rates four times in the second
half owing to its strong economic
recovery from the financial crisis. In
the opening trading days of 2011,
the euro is trading just below 9.0
kronor.

Nordea, Sweden’s biggest bank,
predicts the Riksbank will continue
to increase the repo rate in 2011,
with 0.25-percentage-point in-
creases in February and again in
April, bringing the rate to 1.75%.
That would put the rate signifi-
cantly above the European Central
Bank’s benchmark rate of 1%, and
analysts are scrambling to raise
their targets for the krona as a re-
sult. Skandinaviska Enskilda Ban-
ken now predicts that the euro will
sink to 8.85 kronor by the middle of

this year, and 8.75 kronor by the end
of the year.

A 12% strengthening of the krona
last year already has some of Swe-
den’s industrial companies thinking
about how their earnings might be
hit. In its annual report last year,
ball-bearing maker SKF AB said a
5% strengthening of the krona
against major currencies such as the
euro would knock around 250 mil-
lion kronor off its earnings.

The company, which last year
posted a third-quarter operating
profit of 2.3 billion kronor ($342
million), has forecast that negative
currency effects will hit its fourth-
quarter operating profit by approxi-
mately 50 million kronor. “For 2011,
we have said that there could be a
negative effect from currency [im-

pacts] on the operating result of be-
tween 600 million and 700 million
kronor,” said Marita Bjork, SKF’s
head of investor relations.

Truck maker Scania AB said it
also sees the stronger krona hurting
its results. “We have a lot of pro-
duction in Sweden and a lot of costs
in krona, so long term, a stronger
krona against the euro is bad for
us,” said Per Hillstrom, the com-
pany’s head of investor relations.
“We are competing with companies
like Daimler AG whose costs are
more denominated in euros.”

Still, in the third quarter Scania’s
currency loss was only 20 million
kronor, largely thanks to the
strength of the Brazilian currency,
since Brazil was Scania’s largest
market by sales in the third quarter.

Another potential victim of a
stronger krona is the tourism indus-
try, as tourists begin shying away
from an increasingly expensive Swe-
den. Dan Bjork, director of sales and
marketing at the Ice Hotel in Juk-
kasjarvi, said he is talking to his
biggest clients about how the
changing exchange rate will affect
them. “In the end it can probably
make us think twice before raising
prices, so it is going to affect us.”
Mr. Bjork said.

The krona’s ascent isn’t all bad
news, say some observers. Hans
Tson Soderstrom, professor at the
Stockholm School of Economics, ar-
gues that a stronger krona is a “wel-
come development” that will help to
hold back inflation by, among other
things, suppressing exporters’ profit

growth.
To help soften the blow from a

strong currency, many Swedish
companies have already engaged in
hefty outsourcing of production to
low-cost countries in recent years, a
move that serves as a natural hedge
when the krona appreciates. As an
example, home-appliance maker
Electrolux AB, which has 55% of its
production in low-cost countries
such as Hungary and Mexico, said it
isn’t particularly concerned about
movements of the Swedish currency.

Local production and distribu-
tion in foreign markets also acts as
a natural hedge for Swedish engi-
neering firm Atlas Copco AB, Chief
Executive Ronnie Leten said during
the company’s capital markets day
in December.

BY CHARLES DUXBURY
AND SVEN GRUNDBERG

A just married couple leave the chapel
of the ice hotel in Jukkasjarvi. About
150 couples are married each winter
before the ice structure melts away.
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The climbing krona
Howmany Swedish kronor one
euro buys, scale inverted

Source: WSJ Market Data Group
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Italy presses Brazil
over fugitive case

ROME—Italy stepped up pres-
sure on Brazil on Tuesday to reverse
a decision not to extradite Cesare
Battisti, with new EU diplomatic ef-
forts, protests outside Brazil’s em-
bassy, and a meeting between the
Italian premier and the son of one
of the fugitive rebel’s alleged vic-
tims.

Prime Minister Silvio Berlusconi
stressed diplomatic relations with
Brazil remain unchanged. But after
meeting with Alberto Torregiani,
whose father was killed in 1979, Mr.
Berlusconi said Italy considers the
Battisti case a matter of justice that
it will pursue at all levels.

Brazil, however, reaffirmed its
decision and warned the EU not to
get involved.

Mr. Battisti, a former leftist
rebel, was convicted in absentia of
four murders carried out in the late
1970s. He lived as a fugitive in Mex-
ico and France before fleeing in
2004 to Brazil, where he was ar-
rested in 2007 on an Interpol war-
rant. Mr. Battisti has admitted to
participating in a rebel group but
has denied he ever shot anyone.

On his last day in office Dec. 31,

Brazilian President Luiz Inacio Lula
da Silva refused to extradite Mr.
Battisti, who has repeatedly said he
fears persecution if sent back to It-
aly.

Italy has denounced Mr. da
Silva’s decision and said it would
pursue all judicial means in Brazil to
reverse it; the Brazilian Supreme
Court is to rule on the legality of
Mr. da Silva’s decision.

On Tuesday, Italy’s government
indicated it was taking the matter to
the European Union. Foreign Minis-
ter Franco Frattini met with Italy’s
recalled ambassador to Brazil and
Italy’s EU representative to study le-
gal options at the European level to
pressure Brazil to turn Mr. Battisti
over, the Foreign Ministry said.

But it wasn’t clear what the EU
could do.

“It is basically a bilateral issue,”
said European Commission spokes-
man Michael Mann, adding that
rules on extradition also made it
difficult for the EU to get involved.

The Foreign Ministry disputed
that, saying: “The case is far more
complex and one cannot exclude, in-
cluding in the coming hours, a Euro-
pean initiative proposed by Italy on
the question.”

Associated Press

Spanish judge summons Iraqi
A Spanish judge summoned an

Iraqi military commander, who is
accused of having directed a 2009
assault on a camp in Iraq holding
Iranian opponents of the Tehran
government for questioning, over
charges of breaching the Geneva
Convention.

A representative for Spain’s Na-
tional Court said Tuesday that a writ
signed by Judge Fernando Andreu
summoned Abdul-Hussein Shemmari,
now a major general, to appear be-
fore the court March 8 to answer
questions about his alleged role in
the attack on the Ashraf refugee
camp.

The attack, which followed sus-
tained pressure from Iran on the
Baghdad government to close the
camp, left 11 people dead and 450
wounded.

The summons is the latest in a
series of controversial summons by
Spanish judges applying the “uni-
versal justice” principle to take on
international cases.

Spanish law enshrines the doc-
trine of universal justice, under
which crimes against humanity al-
leged to have taken place anywhere
can be tried in its courts. In prac-

tice, government prosecutors have
sometimes tried to rein in the coun-
try’s judges, who have unsettled
Spanish diplomats by taking up con-
troversial cases involving events
from China to Israel.

Gen. Shemmari, 57 years old, has
been police chief of Diyala, the prov-
ince northeast of Baghdad in which
Ashraf is located, since September
2008.

Reached by telephone in Baquba,
the capital of Diyala, Gen. Shemmari
said he had nothing to do with the
assault. “I was not present at the
scene of the clashes and I challenge
anyone who says so,” he said.

Gen. Shemmari said he knew
nothing of the summons. Asked
whether he would go to Spain, he
said: “I did nothing wrong. Why
should I go?” He said he wouldn’t
appear before the court unless or-
dered to by the Iraqi authorities.

A statement from the chief law-
yer in the case, Juan Garcés, said
Gen. Shemmari worked during the
operation under the supervision of
a committee responsible to Prime
Minister Nouri al-Maliki.

Mr. Maliki himself, who has the
support of the Tehran government,
isn’t accused or cited in the court
summons.

Iraqi government spokesman Ali
al-Dabbagh couldn’t be reached to
comment.

The Ashraf assault targeted
members of the Mujahedin-e-Khalq,
a group classified as terrorist orga-
nization by the U.S. that has op-
posed the Iranian regime for de-
cades.

According to the Spanish investi-
gation, the assault—conducted by
2,000 soldiers against unarmed ci-
vilians—was in breach of the Geneva
Convention provisions for the pro-
tection of civilians during wartime.

Mr. Garcés, a combative attorney
who was a force behind the 1998 in-
dictment of late Chilean strongman
Augusto Pinochet by Spanish Judge
Baltasar Garzón, said this was the
first time that an Iraqi official had
been summoned before a court for
serious violations of international
law.

The MEK said in a statement
that the summons made the re-
sumption of U.S. military protection
of the camp “unavoidable” and indi-
cated a United Nations monitoring
mission was needed.

By David Roman in Madrid
and Ali A. Nabhan

in Baghdad

The summons is the latest
in a series by Spanish
judges applying the
‘universal justice’ principle.
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Taking a holiday in Turkmenistan

T HE BILLBOARD depicts white
sandy beaches blanketed in
sunshine, hotels with gleam-

ing marble facades and swarms of
vacationers enjoying a frolic in the
pristine waters of the Caspian Sea.
The reality is somewhat different.

If, however, swimming alone in
frigid waters under a haze of re-
finery fumes in one of the world’s
most opaque and repressive re-
gimes sounds like your idea of a
good time, then you may be in

luck. Welcome to
Avaza, a glitzy
multibillion dol-
lar resort city

that has risen in just over two
years from the shores of the Cas-
pian Sea in the remote western
reaches of Turkmenistan.

President Gurbanguly Berdy-
mukhamedov is eager to re-brand
his energy-rich state—best known
for the bizarre antics of late dicta-
tor Saparmurat Niyazov, which in-
cluded renaming the months of
the year after his family members
and outlawing gold teeth—as a
holiday spot for those members of
Russia’s burgeoning middle-class
eager to avoid the throngs that
regularly crowd more popular des-
tinations like Egypt and Turkey.

The transformation of this iso-
lated stretch of seaside real estate
into a “Dubai on the Caspian” is a
top priority for a Turkmenistan
eager to prove it is opening up af-
ter nearly two decades of isolation
from the outside world. The
breakneck pace at which the first
five luxury hotels were completed
seems to illustrate the seriousness
with which the leadership is tak-
ing the endeavor.

But while the white marble ho-
tels that have sprung up along the
chilly Caspian waters may be aim-
ing for the laissez-faire opulence
of the Emirates’ premier destina-
tion, they fall rather wide of the
mark—think less summer sun at
the Burj al Arab and more Jack
Nicholson hacking away at the
Overlook Hotel’s doors in Stanley
Kubrick’s “The Shining.”

“It is pie in the sky, and from
the beginning we were all skepti-
cal of its success.…They are really
under the illusion that they can
make a tourist zone on the Cas-
pian despite the freezing tempera-
ture of the waters most of the
year,” says Annette Bohr, a Central
Asia expert at U.K.-based think
tank Chatham House.

“It’s rather in line with the rest
of their thinking—grand ideas that
don’t have much basis in reality.
Prestige is the name of the game.
They have this idea that if you un-
dertake these grand projects that
your prestige rises in the eyes of
the West.”

Indeed, grandiose and logic-de-
fying construction projects are
hardly uncommon in Turkmeni-
stan, a desert nation believed to
hold the world’s fourth-largest re-
serves of natural gas. The projects
are so much a part of its DNA that
it would be difficult to imagine
the country without them.

From the nation’s indepen-
dence from the Soviet Union in
1991 until his death from heart
failure in 2006, Mr. Niyazov, an
ex-Communist party boss known
for his erratic behavior and pen-
chant for building golden statues
to himself, transformed Turkmeni-

stan into something between a
medieval fiefdom and Stalinist
amusement park.

Mr. Niyazov’s whims and ob-
session with ancien régime gran-
deur—he was reportedly enam-
ored of Versailles—drove a
construction boom that remade
the country in his larger-than-life
image. Whole neighborhoods of
the capital Ashgabat were bull-
dozed to make way for the ubiqui-
tous marble-clad high-rises and
neo-Ottoman palaces that lend the
city its peculiar atmosphere and
sense of weightlessness.

The 75-meter-high Arch of
Neutrality, topped with a golden
statue of Mr. Niyazov that rotates
so it always faces the sun, became
the capital’s central landmark.
Monuments to the Ruhnama—a
rambling and incoherent tome of
poetry and philosophy penned by
Mr. Niyazov that was compulsory
reading during his rule—also dot
the country. In Ashgabat, an entire
building is shaped like the open
book.

So when President Berdy-
mukhamedov announced that he’d
be allocating $5 billion for the
construction of a luxury resort
complex in a locale that could only
generously be called less than hos-
pitable, the project quickly moved
ahead despite slim odds of it ever
drawing tourists or being econom-
ically viable.

If Turkmenistan aims to offer a
less congested experience than its
tourism-oriented competition it
may, in fact, be successful. Making
one’s way to a country rivaled in
its isolation only by North Korea
is so difficult that its hotels sit
empty almost year round. “How
will foreigners get to Avaza? What
about Turkmenistan’s onerous visa
regime? The Turkmen have talked
about a visa-free zone in Avaza,
but what if tourists want to travel
to the historic sites, will they be
allowed to leave? How about cus-
tomer service? Food services out-
side of the hotels? Activities and
options for tourists once they get
to Avaza? None of these issues
have been seriously addressed,”
said a Western diplomat based in
Turkmenistan. “Unfortunately,
Turkmenistan’s top-down, cen-
trally planned approach is ill-
equipped to handle decentralized
tourism.”

The government didn’t respond

to a request for comment.
On a visit in 2009 to one of the

newly completed hotels, I was the
only visible guest in its hundreds
of rooms. Two giggling staff mem-
bers in the cavernous banquet hall
where the buffet-style dinners
were served at their allotted time
confirmed that I was the first for-
eigner they’d ever met. Previous
guests had been employees of the
various government ministries
that own Avaza’s hotels.

And in November, I was unable
even to reach the resort city.
Scooped up by the secret police in
the center of Ashgabat just 12
hours into my most recent visit, I
was given 72 hours to leave the
country or face two criminal
charges and deportation. My
crimes? Staying in an apartment
that, despite having been found

through a rental agency, appar-
ently lacked the license to rent to
foreigners; and using a mobile In-
ternet device within three blocks
of the presidential palace.

Those few intrepid travelers
who do manage to leap the bu-
reaucratic and logistical hurdles
required to make it to one of the
most remote regions of one of the
world’s most isolated regimes will
find themselves face-to-face with
Avaza’s considerable terrestrial
problems. The resort is located
just over 11 kilometers upwind
from the port-city of Turkmen-
bashi, which plays host to the
country’s largest oil refinery, a
hulking Soviet-era behemoth that
lends its considerable fumes to
Avaza’s ambiance.

Standing on a marble balcony
branching off one of the hotel’s

three-room executive suites—a
bargain at $108—a string of dis-
tant offshore oil platforms flare
their gas in unison, and for an in-
stant it seems that seven suns are
setting behind the black horizon.

Still, despite a peculiar under-
dog charm, Turkmenistan lacks
many of the basic amenities that
any holiday traveler would likely
consider a deal-breaker, such as
access to basic medical care and
the rule of law. Indeed, Washing-
ton-based think tank Freedom
House gave Turkmenistan its low-
est possible rating of “not free” in
its 2010 Freedom in the World re-
port. Ashgabat shared its dismal
position with such other hot tour-
ist destinations as Eritrea, North
Korea and Somalia.

You are free, however, to make
up your own mind about Avaza.
That is, of course, if you can get
there.

Matt Siegel is a freelance journal-
ist living in Sydney. He was for-
merly Central Asia bureau chief
for Agence France-Presse.

BY MATT SIEGEL
SPECIAL TO THE WALL STREET JOURNAL
EUROPE

A boat cruises along Avaza, a multibillion dollar resort city dubbed a ‘Dubai on the Caspian.’
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Bankrolled by the royal fam-
ily of Abu Dhabi and a summer
spending spree of more than
$195 million, Manchester City’s
expensively assembled squad is
joint top of the Premier League
standings midway through the
season for the first time in al-
most 40 years.

Whether the club can sus-
tain its title challenge in 2011
will likely rest on a series of
tough road trips in the second
half of the season. Roberto
Mancini’s side faces Arsenal on
Wednesday and must travel to
Manchester United and Chelsea
before the campaign is out.

City is currently available at
7/1 to become English cham-
pion for just the third time in
its history but a win here would
see those odds cut significantly.
No team has earned more
points on its travels than City’s
total of 20 this term and the
team can be backed at 10/3 to
notch another three points here
with Victor Chandler.

The Gunners are strong fa-
vorites in this game, however,
at 20/21 with Boylesports—a
price influenced by Arsenal’s
3-0 win when these two last
met at Eastlands in October.

Arsenal also boasts a strong
record in this fixture: The clubs
shared a goalless draw in last
season’s fixture at the Emirates
Stadium but the Gunners won
each of their four previous Pre-
mier League matches at home
to City. Given that Mr. Mancini
is likely to be without David
Silva, the Spain international,
and Italian striker Mario Balot-
elli, City is unlikely to break that
sequence here. Arsène
Wenger’s side beat Chelsea in
its last home game and should
have another victory here.

Tip of the day

51

Source: cricinfo.org
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He’s having a Devil of a season
Future hall of famer Martin Brodeur faces the toughest year of his illustrious career

NEWARK, N.J.—In all, it took less
than six seconds for the series of
events that might define Martin
Brodeur’s season to play out, still
more than enough time to fashion
another humbling moment in the
hardest year of his hockey life.

In the first period of a game at
the Prudential Center in Newark,
N.J., last week, the New York Rang-
ers’ Brian Boyle received a pass
from teammate Ruslan Fedotenko
and, in the same motion, shoveled a
shot toward the New Jersey Devils’
net. Mr. Brodeur, the Devils’ goalt-
ender, had squared himself in front
of Mr. Boyle to make the save, and
at another time, in another year, he
would have made it.

Instead, the puck glanced off the
underside of Mr. Brodeur’s glove
and pond-skipped along the ice be-
hind him for a game-tying goal. The
sight would have been less poignant
had he not touched the puck at all;
that he nearly prevented the goal
made him appear only more help-
less. As Mr. Boyle and the Rangers
huddled to celebrate, Mr. Brodeur
did not react other than to remove
a water bottle from atop the net and
squeeze a burst into his mouth. The
Devils lost the game, 3-1.

“Par for the course,” he said af-
terward.

Over the 16 previous years that
he had been the Devils’ primary
goaltender, Mr. Brodeur had devel-
oped into the National Hockey
League’s answer to Derek Jeter: a re-
spected superstar in the New York
market who had become the emblem
for a franchise’s generation of excel-
lence. But as Mr. Jeter did last year
with the Yankees, Mr. Brodeur is un-
dergoing a statistical decline and
could soon confront a tricky finan-
cial negotiation with the organiza-
tion with which he is identified.

From 1993-94, which was Mr.
Brodeur’s first season, through
2009-10, the Devils won three Stan-
ley Cups and nine division champi-
onships and missed the playoffs just
once. Four times in that span, Mr.
Brodeur was awarded the Vezina
Trophy as the league’s best goalt-
ender. He is a two-time Olympic
gold medalist with Team Canada,
and no NHL goalie has won more
games (607), recorded more shut-
outs (113) or played more minutes
(64,931).

But with his contract set to ex-
pire after next season, Mr. Brodeur
is in the midst of a nightmare cam-
paign. Through his first 27 games,
his save percentage is a career-low
.882 and his record an embarrassing
5-18-0. After Mr. Brodeur allowed
three goals on seven shots in the
first eight minutes of a 6-3 loss to
Carolina last week, Devils coach
Jacques Lemaire pulled him—an in-
dignity usually reserved for a rookie
whose psyche is delicate, not a 38-
year-old whose eventual induction
into the Hockey Hall of Fame is a
fait accompli.

The Devils themselves are suffer-
ing through their worst season in
more than two decades. At 10-26-2,
they are last in the NHL with 22
points, and rebuilding the veteran-
laden roster won’t be an easy task
for general manager Lou Lamoriello.

Mr. Brodeur, who acts as his own
agent, signed a six-year contract ex-
tension in 2006, a deal that includes
a no-trade clause. He will earn a
$5.2 million salary this season and
next season, and that figure is also
his annual salary-cap number. (An
NHL player’s cap number is the av-
erage yearly value of his contract,
regardless of the actual dollar
amount he is scheduled to make in
a given season.)

Mr. Brodeur said in two recent in-
terviews that he plans to continue

playing through the duration of his
contract. “From there,” he said,
“we’ll see how it goes.” Between now
and then, though, would he want to
play for a winning team again, even
if it meant leaving New Jersey?

“I wouldn’t try to go somewhere
else if that’s the question you’re
asking, like to get traded or ask to
be traded because we weren’t doing
well,” he said.

“I mean, I’ve got another year,
and I love playing here. It’s defi-
nitely not fun going through this,
but you know what? In life, nothing
is always fun.”

That Mr. Brodeur won’t demand
a trade doesn’t mean another club
can’t attempt to acquire him. A team
that has aspirations of winning a
Stanley Cup but lacks a playoff-
proven goaltender might see Mr.
Brodeur as the ideal addition to im-
prove its championship chances.
When asked about the possibility of
another team’s pursuing him in a
trade, Mr. Brodeur said, “If it hap-
pens, well, I’ll have to really consider
what I want to do because I don’t
have 10 years left in my career.”

Whether Mr. Brodeur remains in
New Jersey or ends up somewhere
else, his age and the wear-and-tear
he has accumulated demand that a
team try to determine how much his
play has regressed over time, if at
all, and how vital he was to the Dev-
ils’ success in the first place. At
their best, the Devils perfected the
“neutral-zone trap,” a come-into-
my-parlor style of play that neutral-
ized opposing offenses and often
limited the number of shots Mr.
Brodeur faced each game. It also
may have obscured just how good a
goaltender he was.

“Is he a product of the system?
Every goalie is to a large degree,”
author and hockey historian Joe Pel-
letier said in an e-mail interview.
“But I think he deserves more credit

for the Devils’ success and reputa-
tion than he sometimes gets.”

Using a formula called Goals Ver-
sus Threshold, or GVT, to normalize
and calculate a player’s value, writer
and statistician Tom Awad last year
ranked Mr. Brodeur among the six
best goaltenders and the 25 best
players in the sport’s history. But to
those who contributed or bore wit-
ness to the Devils’ past dominance,
it is difficult to separate Mr. Bro-
deur’s efforts from the team’s col-
lective brilliance.

“Obviously, he’s a big part of it,”
said team captain Jamie Langenb-
runner, who has been with the Dev-
ils since they acquired him in a
trade with Dallas in March 2002.
“The thing about playing on this
team was, everybody was a big part
of it, though. He obviously did a lot,
but every guy had a job and a role
and fulfilled that role.”

Four players comprised the ful-
crum of that era for the Devils, ac-
cording to Glenn “Chico” Resch, who
has been the team’s lead television
analyst since 1996 and was himself
an NHL goaltender for 14 years: Mr.
Brodeur and defensemen Scott
Stevens, Ken Daneyko and Scott Nie-
dermayer. That trio of defensemen,
all of whom have since retired, pro-
vided Mr. Brodeur with a blanket of
security that no goaltender in the
league enjoyed then and that Mr.
Brodeur doesn’t enjoy now. Mr. Bro-
deur’s physical skills haven’t de-
clined much, Mr. Resch said, but he
is in “new territory mentally” be-
cause the Devils’ poor defensive
play has sapped some of his aggres-
siveness and confidence.

“Those guys weren’t just good,”
Mr. Resch, 62, said. “They were the
umbrella, and everybody was under
them. How do you recapture that?”

He isn’t the only aging goalt-
ender around here seeking an an-
swer to that question.

BY MIKE SIELSKI

New Jersey Devils’ goalie Martin Brodeur has followed a poor playoff series against Philadelphia last April, above, with a subpar start to the season.
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U.K. manufacturing surges,
but warning signs abound

LONDON—U.K. manufacturing
expanded at its fastest rate in 16
years in December, adding weight to
indications that the country’s eco-
nomic recovery is picking up pace.

But other figures also released
Tuesday provided a more cautious
view. The Bank of England said
money-supply growth accelerated
only slightly in November and net
consumer lending was weaker than
expected despite a rise in the number
of loans approved for house pur-
chases.

Overall, the data support the
view that the next BOE move is
more likely to be an interest-rate in-
crease than an extension of stimu-
lus. Still, the central bank is ex-
pected to keep policy on hold for
some months, until a clearer need
emerges for action.

The purchasing-managers index
for the manufacturing sector rose to
58.3 in December from 57.5 in No-
vember, said Markit Economics and
the Chartered Institute of Purchas-
ing and Supply. December’s figure is
the highest since September 1994. A
reading above 50 indicates the sec-
tor is expanding, while a reading be-
low 50 indicates it is contracting.

The unexpectedly strong manu-
facturing PMI figure saw sterling
rise to $1.5591 against the dollar
from $1.5473 late in New York on
Monday, while the euro lost ground
against the pound, falling to 85.38
pence from its opening level Tues-
day of 86.28 pence.

But the BOE figures showing that
the housing market remains sub-
dued tempered the robust manufac-
turing data. Banks and other finan-
cial institutions approved 48,019
mortgages for home purchases in
November, up from an eight-month
low of 47,315 in October and the
highest total since July. Still, the
number of approvals remains lower
than the 59,019 seen in November
2009 and the previous six-month av-
erage of 48,145.

Net lending to individuals slipped
to £668 million ($1.04 billion) in No-
vember from £1.5 billion in October,
and lagged behind economists’ pre-
dictions of £1.1 billion. The strug-
gling housing market, coupled with
the low level of mortgage approvals,
is a sign that residential property
prices could fall further, economists

said.
Other data released by the BOE

on Tuesday were also less encourag-
ing. The BOE’s preferred measure of
broad money supply picked up only
modestly in November, with the
pace of growth remaining weak, un-
derscoring the likelihood that the
central bank will keep policy on hold
for some time.

The figures showed that broad
money supply, excluding those fi-
nancial institutions whose activities
distort underlying trends, rose 3.5%
in November in three-month annual-
ized terms, stronger than 2.7% in
October.

“Although the pace [of money-
supply expansion] is probably just
under half the pace we would hope
to see in ‘normal’ conditions, we
suspect the Bank of England will
take comfort from the fact that the
growth rate is moving in the right
direction—at least on the headline
measure,” said Alan Clarke, U.K.
economist at BNP Paribas.

The BOE suspended its £200 bil-
lion policy of quantitative eas-
ing—buying U.K. government bonds
with freshly created central bank
money—in February 2010, but it has
left open the possibility of restarting
it if conditions deteriorate. Mone-
tary Policy Committee member
Adam Posen has voted for further
stimulus at recent meetings, while

Andrew Sentance has called for
modest policy tightening.

In a rather ominous sign, the PMI
survey also recorded an increase in
average input costs, with manufac-
turers in sectors such as clothing,
food products and chemicals hit
hard by demand exceeding supply
for certain input products, as well as
rising energy costs.

“The hawks on the Bank of Eng-
land’s Monetary Policy Committee
will be further unnerved by these
rising price pressures,” said Rob
Dobson, senior economist at Markit.

Meanwhile, a survey by Citi and
pollsters YouGov published Tuesday
showed the inflation expectations of
the U.K. public rising to two-year
highs in December as price growth
remained strong.

Average annual inflation expecta-
tions for the year ahead were 3.5%
in December, up from 3.3% in No-
vember and the fastest rate of
growth since September 2008. Five-
to 10-year expectations also posted
their highest rate since May 2008,
increasing to 3.8% in December from
3.5% in November.

Andrew Goodwin, senior eco-
nomic adviser to the Ernst & Young
ITEM Club, said the PMI figure pro-
vided confidence for a firm reading
for fourth-quarter gross domestic
product. Manufacturing output ac-
counts for 12.8% of U.K. GDP.

“The pace of growth may slow a
little, given that we cannot rely on
construction to keep contributing in
the way it has done recently, but the
recovery appears to have some good
momentum behind it,” he said.

While December’s figures show
the manufacturing activity is growing
steadily, the sector faces a number of
challenges in 2011 as the government
implements the bulk of its spending
cuts and tax increases.

—Laurence Norman
and Paul Hannon in London

contributed to this article.

By Ainsley Thomson,
Natasha Brereton

and Nicholas Winning

A Sainsbury’s employee loaded pallets at the retail chain’s depot in Waltham Abbey, England, last month.
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The EU’s
shrinking
rotating
presidency

BY JOHN W. MILLER

Is the golden age of the
European Union’s six-month
rotating presidency over?
Thirteen months into the Lisbon
Treaty, which was supposed to
downgrade the role of the rotating
presidency, that seems to be
happening.

Witness Belgium, whose turn
at the top ended last week.
Eurowatchers say the Belgian
presidency was a success, as
seemed likely at its halfway point.
Among other things, it
successfully oversaw negotiations
on a 2.9% increase in the EU
budget, hedge funds, financial
supervision, a continental patent
system and the signing of a free-
trade deal with South Korea.

And yet, few noticed.
On the dominant issue over the

past half-year, the European debt
crisis, Belgium was seldom heard.

“In a way, the Germans had the
presidency,” says Katinka Barysch
of the Centre for European
Reform in London.

The expansion of the EU to 27
members and the expanded Lisbon
Treaty powers of the European
Parliament have marginalized the
rotating presidency. “The euro
crisis accentuated the existing
trend” of weaker and weaker
presidencies, says Ms. Barysch.

Expectations are even lower
for Hungary, which took over on
Jan. 1. It’s a non-euro nation that
has come under the threat of
sanctions for a controversial new
law that allows the government to
fine media outlets for coverage
that violates moral order. It can
also force reporters to reveal their
sources. The EU is also
investigating the legality of
special “crisis” taxes on certain
industrial sectors, against which
some big European companies
have complained.

Hungary’s presidency program
is based on a number of small,
focused items such as improving
the lives of Europe’s Roma
population and building a single
energy market. Expect another
subdued presidency, say analysts.

After Hungary come two more
non-euro countries, Poland and
Denmark, then four small EU
members—Cyprus, Ireland,
Lithuania and Greece, two of
which are euro-zone bailout
“beneficiaries.”

It isn’t until July 2014 that one
of Europe’s Group of 20 members,
Italy, takes the helm.

[ Brussels Beat ]

Picking up steam
Purchasing-managers index for the
U.K.’s manufacturing sector

Source: Markit
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Expectations are low for the
presidency of Hungary, which
took over Jan. 1. Its program
is based on a number of
small, focused items such as
improving the lives of Roma.

Inflation puts new pressure on ECB
tion is closer to 1%. But risks of a
prolonged rise in prices are mount-
ing. Cold weather has pushed up en-
ergy and food prices, and a revival
in global growth could keep com-
modity prices elevated for some
time. Consumption taxes in parts of
Europe may lead to higher wage de-
mands, while in Germany a robust
economy is giving workers their
strongest bargaining position in
years. Despite a small rise in unem-
ployment last month—the first since
June 2009—German unemployment
remains near 7%, among the lowest

Continued from first page in Europe.
As a result German unions, who

at the height of the crisis traded
wage gains for job security, are de-
manding steeper wage increases to
offset the rise in prices. German in-
flation rose last month to a 26-
month high rate of 1.9%, according
to regional data released last week.

It isn’t just countries on sound
economic footing that face rising
wages and prices. On Monday, Spain
reported that inflation closed the
year at 2.9% despite that country
having an unemployment rate above
20%, reflecting higher tobacco and

household-power prices and a value-
added tax-rate increase that became
effective in July.

The usual response by central
banks to such risks would be to tap
the brakes by raising interest rates
or withdrawing other stimulus. Ger-
many, France and other big econo-
mies could handle higher rates, but
they would cripple vulnerable coun-
tries in Southern Europe and Ireland
by driving up already high debt
costs, economists warn.

That will keep the ECB under
pressure to deliver more stimulus,
not less, despite higher inflation.

The ECB has already bought €73.5
billion ($97.93 billion) in govern-
ment bonds of Greece, Portugal and
Ireland since May. Many economists
say that with Portugal and Spain
likely to come under pressure in
coming weeks as they issue billions
of euros in new government bonds,
the ECB will have to step up those
purchases even more. “The ECB
needs to ensure that the euro area
hangs together to start with; there
are bigger issues at hand” than in-
flation, says Mr. Callow.

—David Roman
contributed to this article.
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A breast-cancer drug, deep in the sea
Amid a dry spell for break-

through cancer drugs, recent U.S.
approval of Eisai Co.’s Halaven rep-
resents some vindication for a small
group of researchers who believe,
contrary to recent pharmaceutical
fashion, that molecules from nature
hold promise against hard-to-treat
diseases.

The U.S. Food and Drug Adminis-
tration’s approval of Halaven in No-
vember for treating late-stage
breast cancer was a triumph of
chemistry and tenacious research.
Its path, extending nearly three de-
cades from the first studies, demon-
strates not only potential benefits
but also some of the hurdles in the
hunt within nature’s bounty for
drugs of the future.

Primitive creatures developed
many clever ways to kill each other
after billions of years of evolution,
and some can be turned to human
use. “Weapons of mass destruction
are alive and well on a coral reef,”
says David Newman of the National
Cancer Institute, who has studied
the subject for decades.

Halaven derives from halichon-
drin B, a substance identified in a
black sponge that lives off the coast
of Japan. Studies showed it has a
powerful effect on tumors, blocking
cell division in a way that scientists
hadn’t previously thought of.

Yoshito Kishi, a Harvard Univer-
sity chemistry professor, synthe-
sized halichondrin B with funding
from the National Cancer Institute.
His work galvanized researchers at
Eisai of Japan, who identified the
active part of the molecule and,
working with Dr. Kishi, went on to
create the drug. Chemists say Hala-
ven is among the most complex
small-molecule drugs ever made
commercially.

Dr. Kishi fears younger research-
ers are ignoring Halaven’s lesson.
Eisai Co., led by the founder’s
grandson since 1988, stuck with the
Halaven research despite nearly
dropping it more than once. “If the
CEO changes every 10 years, then

this type of project couldn’t go
through,” Dr. Kishi says.

Big pharmaceutical companies
used to have entire sections devoted
to research on natural products, and
they yielded some major anticancer
drugs. Taxol, from the Pacific yew
tree, is a staple chemotherapy drug;
another set of widely used drugs de-
rives from the Madagascar periwin-
kle plant. Yet despite popular no-
tions about the miracle cures lying
in the Amazon, many companies
over the past decade have scaled
back research into potential natural
sources.

Recently, rather than start with
nature, many corporate scientists
have been starting with a target, the
particular process in cancerous cells
that goes awry. They look for drugs,
typically synthetic or semi-synthetic
molecules cooked up by humans,
that can block the target process.

This type of search holds out
hope of a cure, rather than simply
extending life. Halaven, meanwhile,
is no cure. A study found it ex-
tended the life of patients with ad-
vanced breast cancer by about two-
and-a-half months, to 13 months.

At first it was hard to gather
enough of the sponge molecule for
research, let alone for studies on an-
imals. The National Cancer Institute
in the 1990s teamed up with the
government of New Zealand to har-
vest a ton of sponges just to get a
few hundred milligrams.

Cancer drugs from nature tend
to have nasty side effects. Typically
they work by blocking cell division,
using a chemical “weapon” that one
bacterium or fungus may use
against another.

When these drugs work, they
also harm healthy cells. And in the
most difficult tumors, they may lose

effectiveness, as cancerous cells de-
velop resistance.

That’s why research into tar-
geted drugs is center stage at large
companies. “Natural-products dis-
covery is a small-company endeavor
nowadays,” says Ken Lloyd of
Nereus Pharmaceuticals Inc., of San
Diego, which is awaiting data from
mid-stage trials of a lung-cancer
drug derived from a marine fungus.

The fashion for targeted thera-
pies may also have its blind spots.
And some targeted therapies offer
only a few extra months of life.

The best-known, Novartis AG’s
Gleevec, which went on the market
in 2001, works by turning off the
protein blamed for triggering
chronic myeloid leukemia, a cancer
of the blood and bone marrow.
Gleevec has produced a nearly 90%
five-year survival rate in patients,
and 2010 sales were on track to top

$4 billion.
But Gleevec is virtually alone

among targeted therapies in deliver-
ing such dramatic outcomes. Hopes
that deciphering the human genome
would lead directly to cures have
failed to pan out; billions of dollars
in corporate research has produced
a string of failures. In breast cancer,
for example, Pfizer Inc.’s Sutent
failed two big trials last March,
showing serious side effects but no
efficacy when added to chemother-
apy.

In that light, Halaven’s modest
benefit looks meaningful. Eisai has
said it hopes annual sales eventually
top $1 billion. Much depends on
whether Halaven proves valuable
against earlier-stage disease, and on
how well it works in combination
therapies that are given the best
odds of holding back cancer. Takashi
Owa, head of Eisai’s cancer unit,
says Eisai wants to test it as a first-
line therapy.

And don’t assume natural prod-
ucts are doomed to modest efficacy
compared with targeted drugs, Dr.
Owa says. “Cytotoxic [cell-killing]
agents in some cases can demon-
strate unexpectedly remarkable clin-
ical benefit,” he says. A natural mol-
ecule, if screened properly, may
prove to have the same qualities as
a targeted drug—or even reveal pre-
viously unknown targets.

One popular drug target is
“mammalian target of rapamycin”
or mTOR. Rapamycin is a bacteria-
derived antifungal drug that turned
out to have anticancer properties.
Scientists discovered the mTOR tar-
get, and now Merck & Co. and oth-
ers are testing anticancer drugs be-
lieved to hit mTOR better than
rapamycin does.

Charles Sawyers, a cancer re-
searcher at Memorial Sloan-Ketter-
ing Cancer Center in New York, who
was involved in the Gleevec re-
search, says, “Natural products re-
main quite interesting and, often,
represent the most exquisite exam-
ples of targeted therapies—selected
for their activities through evolu-
tion.”

BY PETER LANDERS
Secret sources
Some medicines with the nat-

ural substance from which they
are derived.

1. Quinine, made from bark
of the cinchona tree, has
been used for centuries
to treat malaria.

2. The chemical salicylic acid,
found in willow bark, was the basis
for the development of aspirin (ace-
tylsalicylic acid).

3. Cyclosporin, isolated from soil
samples, is an immune-suppressant
used to prevent transplanted-organ
rejection.

4. The diabetes drug Byetta, ap-
proved in 2005, derives from the sa-
liva of the Gila monster, a lizard of
the southwest U.S.

5. Taxol, a staple of chemother-
apy, comes from the Pacific yew tree.

Source: WSJ reporting

Treating migraine pain with help of Botox injections
Injections of botulinum toxin,

best known as a wrinkle treatment,
are now being used increasingly to
help chronic migraine sufferers. Sci-
entific data are mixed, but two large
recent studies show Botox can re-
duce the number of headache days
sufferers experience.

Migraine headache is a debilitat-
ing neurological condition that man-

ifests itself as an in-
tense throbbing
pain on one or both
sides of the head.

Some 14 million people experience
migraine attacks nearly every day,
and attacks typically last from four
to 72 hours, according to Migraine
Research Foundation, a New York
nonprofit.

The causes of migraines aren’t
fully understood, and oral medica-
tions, while helpful for some, leave
others suffering, doctors say.

Botulinum toxin is a bacterial
protein that scientists say blocks
chemicals responsible for muscle
contractions and pain. Botox—a
form of the toxin sold by Allergan
Inc. of Irvine, Calif.—was approved
as a migraine treatment by the U.K.

drug regulator, the MHRA, in July
and by the U.S. Food and Drug Ad-
ministration in October. It is ap-
proved to treat chronic migraine

sufferers, defined as people who
suffer from headaches on 15 or more
days per month, with headaches
lasting four hours a day or longer.

Allergan recommends an injec-
tion regime of 31 shots a session in
seven separate locations on the
head, neck and shoulders. The shots
should be repeated every three
months, Allergan says.

“What I tell my patients is that
Botox is probably the most well-
studied therapy for chronic mi-
graine, and has the best evidence”
of efficacy, says Sheena K. Aurora,
director of the Swedish Pain and
Headache Center in Seattle and a
principal investigator on two recent
Allergan-funded studies.

Other physicians, such as Joel
Saper, director of the Michigan
Headache & Neurological Institute
in Ann Arbor, who has participated
in an Allergan-funded study, are
more cautious. Botox “does not help
everybody,” Dr. Saper says. “It may
not even help most everyone. But it
does in my personal anecdotal expe-
rience help some people.”

If patients are overusing other
medications due to chronic head-
ache pain, he adds, it is important
to discontinue those medications
before beginning Botox because the
medication overuse can actually
make the headaches worse. Other
physicians say Botox treatments will

help patients discontinue medica-
tion overuse on their own.

The best evidence so far for Bo-
tox’s use for migraines comes from
two Allergan-funded studies on a
combined total of 1,384 patients at
122 study sites across North Amer-
ica and Europe. Compared with in-
jections of salt water, the stud-

ies—published online in March in
the journal Cephalagia—found that
Botox injections reduced the num-
ber of days with headaches. In the
second study, for example, those
treated with Botox had the number
of headache days in a 28-day period
drop to 11 from 20.

Those getting the salt-water
treatment saw headache days drop
to 13 from 20.

BY LAURA JOHANNES
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The diabetes drug Byetta derives from the saliva of the Gila monster, above.
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Two Allergan-funded studies
on patients across North
America and Europe found
that shots of botulinum toxin
reduced the number of days
with headaches.
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House Republicans set to take over
As parties brace for new health-care brawl, incoming GOP leader cites tax overhaul as possible area of cooperation

WASHINGTON—A House Repub-
lican leader said Tuesday that an
overhaul of the U.S. tax code was a
policy goal his party could work
with Democrats to achieve.

Rep. Eric Cantor (R., Va.), who
will become majority leader when
Republicans assume control of the
House Wednesday, said changes to
the tax code could be “a significant
boost” to U.S. competitiveness.

Mr. Cantor said Republicans
would be looking at President Ba-
rack Obama’s State of the Union Ad-
dress and subsequent budget re-
quest to see what ideas he has
about changes to the tax code.

As Mr. Cantor outlined areas of
possible cooperation, the two par-
ties were preparing to do battle
once again over health care.

House Republicans have already
announced that they plan to vote
Jan. 12 on a repeal of the Demo-
crats’ new health-care law, which
the GOP has called an example of
federal overreach. But their chances
of success seemed remote as Demo-
crats retained a majority in the Sen-
ate and hold the White House.

Departing House Speaker Nancy
Pelosi and other Democratic leaders
said Tuesday they would be willing
to work with Republicans on areas
of agreement, but would fight at-
tempts to undo the health-care
overhaul and other legislation en-
acted by Democrats over the past

two years.
The Democrats also criticized

Republicans for using what they
portrayed as budget gimmickry to
circumvent promises to reduce the
deficit.

Rep. John Boehner (R., Ohio),
who is expected to be elected
speaker on Wednesday, has an-
nounced the GOP’s intention to cut
discretionary spending to 2008 lev-
els, which would save $100 billion a
year. But GOP leaders have so far
detailed only a limited set of spend-
ing cuts.

Rep. Greg Walden (R., Ore.), who
heads Mr. Boehner’s transition
team, announced Tuesday that by
cutting the budget of House offices
by 5%, lawmakers would save $35
million in the first year.

That is a small fraction of gov-
ernment spending, but Mr. Walden
argued it was a case of leading by
example.

“While only a first step, these
cuts provide real savings,” Mr.
Walden said, calling it a “first in-
stallment” of the savings the GOP
will produce.

Democrats on Tuesday noted
that the health-care law Republicans
want to repeal was estimated to
save about $138 billion over the
next 10 years.

Democrats also listed what they
saw as the most popular elements of
the health law, such as the prohibi-
tion on insurance companies deny-
ing coverage to children due to pre-
existing conditions.

As lawmakers prepared to be
sworn in Wednesday for the new
Congress, Republicans used sym-
bolism to underscore their message
about limiting the federal govern-
ment’s reach.

Chief Justice John Roberts swore
in Mr. Boehner’s staff in a private
ceremony Tuesday on Capitol Hill.

By inviting Mr. Roberts, Mr.
Boehner was signaling his intent to
adhere to the Constitution when he
becomes speaker.

The notion that government has
strayed from the Constitution has
been a big argument of tea-party ac-
tivists and Republicans were making
an effort to show they agreed.

On Thursday, lawmakers will
read the Constitution on the House
floor, and Republicans are adopting
a rule that every law must state the
constitutional authority on which it
rests.

The ceremonial rituals of a new
Congress will unfold Wednesday,
though Mr. Boehner’s office has said

he intends to restrain the pomp,
given the country’s economic strug-
gles.

After new members are sworn in
and Mr. Boehner is elected as
speaker, he will be escorted to the
chamber, where Ms. Pelosi will hand
him the gavel.

Rep. Darrell Issa (R., Calif.), the
incoming chairman of the House
Committee on Oversight and Gov-
ernment Reform, said Tuesday that
he had sent a letter to more than
150 companies, trade associations

and think tanks, asking what regula-
tions had hurt their ability to create
jobs.

Democrats criticized the move as
an early sign Republicans were ca-
tering to big business at the ex-
pense of middle-class Americans.

“House Democrats will continue
to protect the gains we have made
in terms of health and economic se-
curity of the American people,” Ms.
Pelosi said.

—Janet Hook
contributed to this article.

BY NAFTALI BENDAVID
AND COREY BOLES

Ohio Rep. John Boehner, right, who will become House Speaker Wednesday, with Rep. Greg Walden in November.
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Obama can’t count on support in Senate
The Senate is the Democratic

bastion of power in the new Con-
gress, but it will be a sometimes-
shaky platform for President Barack
Obama’s agenda as lawmakers in his
own party prepare for re-election
bids next year.

An unusually large group of 23
Democrats must defend Senate seats
in 2012, many in conservative and
swing states such as Nebraska, Mis-
souri and West Virginia. Republi-
cans, by contrast, will defend only
10 Senate seats.

Many of the Democrats were
first elected in a far different cli-
mate four years ago, when then-
President George W. Bush was losing
favor and an anti-GOP windstorm
swept Democrats into office. Now
facing different political currents,
some Democratic senators are tak-
ing steps to chart a course indepen-
dent of Mr. Obama, to appeal to po-
litical independents and fiscal
conservatives.

The president, for example, is
pushing legislation to allow some
children of illegal immigrants to be-
come citizens. That appeals to La-

tino voters. But when the bill came
up in December, senators blocking it
included Democrats Jon Tester of
Montana, Ben Nelson of Nebraska
and Joe Manchin of West Virginia.
Mr. Obama has pledged to try again.

The White House will try to craft
a tight federal budget, but swing-
state Democrats might demand even
deeper spending reductions. Sen.
Claire McCaskill (D., Mo.) last year
led efforts to cut $30 billion from
Mr. Obama’s 2011 budget request.

Democrats facing re-election in
economically struggling states such
as Ohio and Michigan have said they
would fight the White House’s
trade-liberalization pact with South
Korea, potentially undercutting the
president over a major economic is-
sue.

In the November elections, Dem-
ocrats lost their majority in the
House and six Senate seats, bringing
their ranks well below the 60 votes
it usually takes to pass major legis-
lation in the Senate. The new Senate
will have 47 Republicans and 53
Democrats and allied senators.

Democrats from conservative
and swing states aren’t likely to co-
alesce and vote as a bloc, but their

fate as a group in the 2012 election
will make or break the party’s abil-
ity to retain or expand their narrow
Senate majority.

They include Jim Webb of Vir-
ginia, whose home state ousted
three Democratic congressmen in
2010, and Bob Casey of Pennsylva-
nia, where the governor’s office and
a Senate seat switched to the GOP.
In Ohio, where Sen. Sherrod Brown
faces re-election, Democrats last
year lost control of the governor’s
office and five House seats.

Ms. McCaskill of Missouri barely
won election to the Senate in 2006
with the political winds blowing at
her back. A close ally of Mr. Obama,
she is facing re-election at a time
when more than half the voters in
her state disapprove of the presi-
dent, according to recent polls.

In a television interview after the
November election, Ms. McCaskill
was asked how her support for the
pillars of the Obama agenda—health
care, economic stimulus and Wall
Street regulation—squared with her
efforts to portray herself as a politi-
cal independent. Ms. McCaskill
briskly countered with a list of is-
sues on which she and the president

differ: immigration, environmental
measures and “cash for clunkers.”

There will be broad swaths of
policy on which Mr. Obama and fel-
low Democrats share political inter-
ests heading into the 2012 election,
especially in seeing the economy re-
bound. But Republicans are hoping
that swing-state Democrats will be
less inclined to hold to the party line
on other issues, such as GOP efforts
to repeal parts of the new health-
care law or to make spending cuts.

“They are going to look over
their shoulders at their own re-elec-
tion prospects,” said Sen. John
Cornyn (R., Texas), chairman of the
National Senatorial Campaign Com-
mittee.

Senate Republican Leader Mitch
McConnell said just after the mid-
term elections that he expected to
see more Democrats “peel off” from
their party. “Every one of the 23
Democrats up [for re-election] in the
next cycle has a clear understanding
of what happened Tuesday,” he said.

Mr. Casey said Pennsylvania vot-
ers would judge him independently
of Mr. Obama, and he shrugged off
suggestions that he would be any
more inclined to vote with Republi-

cans now. “I don’t think I buy that
theory,” he said. “I don’t think a
candidate can vote a certain way for
four years of a term and then for the
last two terms start teaming with
Mitch McConnell and expect voters
not to notice.”

Sen. Charles Schumer (D., N.Y.), a
senior party leader, is planning to
intensify leadership efforts to frame
floor debates with an eye to the
needs of Democrats up for re-elec-
tion.

One example of how that might
work—and how it might conflict
with White House goals—came dur-
ing last month’s tax-cut debate. Mr.
Obama initially held fast to his pro-
posal to extend tax breaks only for
families with income up to
$250,000. Mr. Schumer pushed an
alternative that would have allowed
tax breaks for family income up to
$1 million.

Among other reasons, Mr.
Schumer believed the higher limit
was more palatable to small busi-
nessmen, who are especially impor-
tant to vulnerable Democrats. In a
deal with Republicans that resolved
the issue, tax cuts were extended for
people at all income levels.

BY JANET HOOK

U.S. NEWS

House Republicans have
already announced that they
plan to vote Jan. 12 on a
repeal of the health-care law,
which they have called an
example of federal overreach.
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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 608.50 -12.00 -1.93% 634.00 356.75
Soybeans (cents/bu.) CBOT 1369.50 -9.50 -0.69 1,409.00 871.50
Wheat (cents/bu.) CBOT 789.25 -16.25 -2.02 864.25 504.75
Live cattle (cents/lb.) CME 106.175 -0.800 -0.75 108.975 88.750
Cocoa ($/ton) ICE-US 2,932 -103 -3.39 3,477 2,410
Coffee (cents/lb.) ICE-US 234.95 -5.55 -2.31 242.25 131.40
Sugar (cents/lb.) ICE-US 31.00 -1.12 -3.49 34.77 11.90
Cotton (cents/lb.) ICE-US 143.78 1.58 1.11% 159.12 61.89
Crude palm oil (ringgit/ton) MDEX 3,888.00 36 0.93 3,905 1,970
Cocoa (pounds/ton) LIFFE 1,962 -55 -2.73 2,322 1,610
Robusta coffee ($/ton) LIFFE 2,072 -25 -1.19 2,152 1,374

Copper (cents/lb.) COMEX 436.90 -8.85 -1.99 449.80 230.00
Gold ($/troy oz.) COMEX 1378.80 -44.10 -3.10 1,432.50 897.30
Silver (cents/troy oz.) COMEX 2950.80 -161.70 -5.20 3,127.50 1,475.00
Aluminum ($/ton) LME 2,475.00 8.00 0.32 2,481.50 1,857.00
Tin ($/ton) LME 27,000.00 130.00 0.48 27,325.00 14,975.00
Copper ($/ton) LME 9,714.50 54.50 0.56 9,714.50 6,120.00
Lead ($/ton) LME 2,571.00 8.00 0.31 2,616.00 1,580.00
Zinc ($/ton) LME 2,478.00 37.00 1.52 2,659.00 1,617.00
Nickel ($/ton) LME 25,150 205 0.82 27,590 17,100

Crude oil ($/bbl.) NYMEX 89.38 -2.17 -2.37 93.87 60.30
Heating oil ($/gal.) NYMEX 2.5065 -0.0463 -1.81 2.5881 1.5800
RBOB gasoline ($/gal.) NYMEX 2.4140 -0.0133 -0.55 2.4671 1.8472
Natural gas ($/mmBtu) NYMEX 4.632 0.018 0.39 11.610 3.854
Brent crude ($/bbl.) ICE-EU 93.53 -1.31 -1.38 133.57 68.09
Gas oil ($/ton) ICE-EU 774.50 -24.00 -3.01 800.75 625.25

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

Currencies London close on Jan. 4
Per In

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

Argentina peso-a 5.2889 0.1891 3.9713 0.2518
Brazil real 2.2188 0.4507 1.6660 0.6002
Canada dollar 1.3302 0.7518 0.9988 1.0012

1-mo. forward 1.3310 0.7513 0.9994 1.0006
3-mos. forward 1.3329 0.7502 1.0008 0.9992
6-mos. forward 1.3364 0.7483 1.0035 0.9965

Chile peso 650.25 0.001538 488.25 0.002048
Colombia peso 2534.95 0.0003945 1903.40 0.0005254
Ecuador US dollar-f 1.3318 0.7509 1 1
Mexico peso-a 16.3259 0.0613 12.2586 0.0816
Peru sol 3.7304 0.2681 2.8010 0.3570
Uruguay peso-e 26.529 0.0377 19.920 0.0502
U.S. dollar 1.3318 0.7509 1 1
Venezuela bolivar 5.72 0.174837 4.29 0.232848

ASIA-PACIFIC
Australia dollar 1.3231 0.7558 0.9934 1.0066
China yuan 8.8023 0.1136 6.6094 0.1513
Hong Kong dollar 10.3470 0.0966 7.7692 0.1287
India rupee 59.8311 0.0167 44.9250 0.0223
Indonesia rupiah 11968 0.0000836 8986 0.0001113
Japan yen 109.23 0.009155 82.02 0.012192

1-mo. forward 109.20 0.009158 81.99 0.012196
3-mos. forward 109.13 0.009163 81.94 0.012204
6-mos. forward 109.00 0.009174 81.84 0.012219

Malaysia ringgit-c 4.0813 0.2450 3.0645 0.3263
New Zealand dollar 1.7339 0.5767 1.3019 0.7681
Pakistan rupee 114.162 0.0088 85.720 0.0117
Philippines peso 58.253 0.0172 43.740 0.0229
Singapore dollar 1.7160 0.5827 1.2885 0.7761
South Korea won 1496.54 0.0006682 1123.70 0.0008899
Taiwan dollar 38.869 0.02573 29.185 0.03426
Thailand baht 40.094 0.02494 30.105 0.03322

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

Euro zone euro 1 1 0.7509 1.3318
1-mo. forward 1.0001 0.9999 0.7509 1.3317
3-mos. forward 1.0004 0.9996 0.7512 1.3312
6-mos. forward 1.0010 0.9990 0.7516 1.3304

Czech Rep. koruna-b 24.890 0.0402 18.689 0.0535
Denmark krone 7.4530 0.1342 5.5962 0.1787
Hungary forint 276.21 0.003620 207.40 0.004822
Norway krone 7.8087 0.1281 5.8633 0.1706
Poland zloty 3.9385 0.2539 2.9573 0.3381
Russia ruble-d 40.747 0.02454 30.596 0.03268
Sweden krona 8.9428 0.1118 6.7149 0.1489
Switzerland franc 1.2616 0.7926 0.9473 1.0556

1-mo. forward 1.2612 0.7929 0.9470 1.0560
3-mos. forward 1.2603 0.7934 0.9464 1.0567
6-mos. forward 1.2588 0.7944 0.9452 1.0580

Turkey lira 2.0612 0.4851 1.5477 0.6461
U.K. pound 0.8543 1.1706 0.6414 1.5590

1-mo. forward 0.8545 1.1703 0.6416 1.5586
3-mos. forward 0.8549 1.1698 0.6419 1.5579
6-mos. forward 0.8558 1.1685 0.6426 1.5562

MIDDLE EAST/AFRICA
Bahrain dinar 0.5021 1.9916 0.3770 2.6524
Egypt pound-a 7.7138 0.1296 5.7920 0.1727
Israel shekel 4.6935 0.2131 3.5242 0.2838
Jordan dinar 0.9436 1.0598 0.7085 1.4114
Kuwait dinar 0.3744 2.6709 0.2811 3.5571
Lebanon pound 1999.70 0.0005001 1501.50 0.0006660
Saudi Arabia riyal 4.9945 0.2002 3.7502 0.2667
South Africa rand 8.9254 0.1120 6.7018 0.1492
United Arab dirham 4.8917 0.2044 3.6730 0.2723

SDR -f 0.8612 1.1611 0.6467 1.5464

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 600 280.38 2.36 0.85% 1.7% 8.8%

14 Stoxx Europe 50 2632.09 29.17 1.12 1.8 0.6

27 Euro Zone Euro Stoxx 279.05 0.30 0.11 1.7 -0.4

14 Euro Stoxx 50 2844.17 4.74 0.17 1.8 -5.6

16 Austria ATX 2937.91 -13.97 -0.47% 1.2 13.3

10 Belgium Bel-20 2647.86 16.02 0.61 2.7 2.3

12 Czech Republic PX 1254.2 10.8 0.87 2.4 9.1

22 Denmark OMX Copenhagen 435.84 5.01 1.16 2.1 34.8

15 Finland OMX Helsinki 7783.77 -28.47 -0.36 1.6 17.3

13 France CAC-40 3916.03 15.17 0.39 2.9 -2.4

14 Germany DAX 6975.35 -14.39 -0.21 0.9 15.6

... Hungary BUX 21945.90 200.04 0.92 2.9 -0.4

12 Ireland ISEQ 2885.92 0.82 0.03 ... -6.0

12 Italy FTSE MIB 20547.03 110.75 0.54 1.9 -12.8

10 Netherlands AEX 358.86 -1.00 -0.28 1.2 4.9

11 Norway All-Shares 484.93 -5.23 -1.07 -0.3 12.7

17 Poland WIG 47616.84 -387.90 -0.81 0.3 16.0

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

5 Portugal PSI 20 7781.22 76.93 1.00 2.5 -10.3

... Russia RTSI 1770.28 Closed ... 22.5

8 Spain IBEX 35 9888.4 0.1 unch. 0.3% -19.0

15 Sweden OMX Stockholm 373.14 -2.68 -0.71% 1.2 22.1

14 Switzerland SMI 6494.31 0.43 0.01% 0.9 -1.3

... Turkey ISE National 100 68221.86 613.96 0.91 3.4 26.1

13 U.K. FTSE 100 6013.87 113.93 1.93 1.9 8.9

16 ASIA-PACIFIC DJ Asia-Pacific 143.55 0.69 0.48 0.7 13.7

... Australia SPX/ASX 200 4742.48 -2.76 -0.06 -0.1 -3.7

... China CBN 600 27167.15 465.89 1.74 1.7 -6.5

14 Hong Kong Hang Seng 23668.48 232.43 0.99 2.7 6.2

20 India Sensex 20498.72 -62.33 -0.30 -0.1 15.9

... Japan Nikkei Stock Average 10398.10 169.18 1.65 1.7 -2.7

... Singapore Straits Times 3250.29 14.52 0.45 1.9 11.3

11 South Korea Kospi 2085.14 15.06 0.73 1.7 23.3

17 AMERICAS DJ Americas 342.20 -2.34 -0.68 0.4 13.3

... Brazil Bovespa 70153.77 191.45 0.27 1.2 0.2

18 Mexico IPC 38485.08 -120.72 -0.31 -0.2 16.9

*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 0.9934 1.5488 1.0487 0.1479 0.0325 0.1694 0.0121 0.2819 1.3231 0.1775 0.9946 ...

Canada 0.9988 1.5571 1.0544 0.1487 0.0326 0.1703 0.0122 0.2834 1.3302 0.1785 ... 1.0054

Denmark 5.5962 8.7244 5.9075 0.8334 0.1829 0.9544 0.0682 1.5879 7.4530 ... 5.6029 5.6331

Euro 0.7509 1.1706 0.7926 0.1118 0.0245 0.1281 0.0092 0.2131 ... 0.1342 0.7518 0.7558

Israel 3.5242 5.4942 3.7203 0.5248 0.1152 0.6011 0.0430 ... 4.6935 0.6298 3.5284 3.5475

Japan 82.0200 127.8692 86.5829 12.2147 2.6808 13.9888 ... 23.2734 109.2342 14.6565 82.1185 82.5613

Norway 5.8633 9.1408 6.1894 0.8732 0.1916 ... 0.0715 1.6637 7.8087 1.0477 5.8703 5.9019

Russia 30.5955 47.6984 32.2976 4.5564 ... 5.2182 0.3730 8.6815 40.7471 5.4672 30.6323 30.7974

Sweden 6.7149 10.4685 7.0884 ... 0.2195 1.1452 0.0819 1.9054 8.9428 1.1999 6.7229 6.7592

Switzerland 0.9473 1.4768 ... 0.1411 0.0310 0.1616 0.0115 0.2688 1.2616 0.1693 0.9484 0.9536

U.K. 0.6414 ... 0.6771 0.0955 0.0210 0.1094 0.0078 0.1820 0.8543 0.1146 0.6422 0.6457

U.S. ... 1.5590 1.0556 0.1489 0.0327 0.1706 0.0122 0.2838 1.3318 0.1787 1.0012 1.0066

Source: Thomson Reuters via WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of January 04, 2011

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.30% 15 ALL COUNTRY (AC) WORLD* 332.87 -0.67% 11.2% 11.2%

2.40 16 World (Developed Markets) 1,287.94 -0.61 10.2 10.2

2.20 16 World ex-EMU 154.72 -0.52 13.2 13.2

2.30 16 World ex-UK 1,290.35 -0.81 10.9 10.9

2.90 15 EAFE 1,660.07 -0.11 5.0 5.0

2.10 14 Emerging Markets (EM) 1,163.50 -1.04 17.6 17.6

3.10 14 EUROPE 96.10 0.76 -91.5 8.9

3.50 13 EMU 170.00 -1.18 -5.8 -5.8

3.20 13 Europe ex-UK 104.00 1.56 -88.7 7.6

4.20 11 Europe Value 100.92 0.93 -94.9 1.5

2.10 19 Europe Growth 88.50 0.60 -94.2 16.2

2.00 25 Europe Small Cap 201.04 0.43 -0.5 27.9

1.90 9 EM Europe 343.88 0.79 -92.5 23.4

3.00 17 UK 1,743.88 0.00 8.5 8.5

2.50 16 Nordic Countries 182.40 2.16 -96.0 33.8

1.50 8 Russia 881.85 0.07 18.1 18.1

2.20 18 South Africa 835.18 0.56 18.1 18.1

2.60 16 AC ASIA PACIFIC EX-JAPAN 483.06 -0.86 16.0 16.0

2.00 16 Japan 561.37 0.00 -1.2 -1.2

2.20 14 China 67.52 1.56 4.2 4.2

0.90 22 India 814.19 0.35 15.1 15.1

1.10 12 Korea 593.85 1.16 23.5 23.5

3.20 16 Taiwan 320.95 0.55 8.5 8.5

1.70 17 US BROAD MARKET 1,440.99 -1.19 16.5 16.5

1.20 31 US Small Cap 2,145.27 -1.69 28.4 28.4

2.30 15 EM LATIN AMERICA 4,661.42 -1.02 13.2 13.2

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

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

Dow Jones Indexes
Price-to-

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

2.07% 17 Global TSM 2623.77 -0.13% 10.7%

1.88 15 Global Dow 1491.80 0.58% 12.8% 2109.88 0.25 4.2

2.17 15 Global Titans 50 180.10 0.67 9.8 179.10 0.33 1.4

2.53 16 Europe TSM 2772.91 0.51 1.5

2.10 18 Developed Markets TSM 2531.59 -0.13 10.1

2.03 12 Emerging Markets TSM 4831.14 -0.18 16.0

2.62 20 Africa 50 984.10 1.07 30.7 831.82 0.73 20.8

2.53 13 BRIC 50 519.50 0.19 16.4 659.64 -0.14 7.6

2.72 18 GCC 40 641.10 0.81 32.1 541.91 0.48 22.0

1.72 20 U.S. TSM 13206.78 -0.62 13.8

2.74 30 Kuwait Titans 30 -c 233.49 0.75 24.7

1.21 RusIndex Titans 10 -c 4143.90 3.75 27.6 6997.49 3.44 20.5

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

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

1.85% 11 Turkey Titans 20 -c 684.90 1.96% 29.8% 810.68 0.80% 25.9%

5.43 13 Global Select Div -d 189.90 0.18 13.7 216.47 -0.15 5.1

6.26 11 Asia/Pacific Select Div -d 294.22 -0.85 7.4

4.03 14 U.S. Select Dividend -d 359.25 -0.54 12.9

1.48 20 Islamic Market 2236.15 -0.22 11.0

1.82 15 Islamic Market 100 1982.40 0.48 13.5 2259.31 0.14 4.9

2.80 13 Islamic Turkey -c 1822.60 2.65 25.1 3703.83 1.49 21.3

2.36 15 Sustainability 940.30 0.47 11.0 1057.29 0.14 2.5

3.23 21 Brookfield Infrastructure 1787.70 0.27 19.4 2269.76 -0.06 10.3

0.96 22 Luxury 1324.50 -1.43 49.9 1495.36 -1.76 38.5

2.67 21 UAE Select Index 248.83 -0.32 -9.7

DJ-UBS Commodity 165.50 -1.11 22.0 160.10 -1.44 12.7

*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

GLOBAL MARKETS LINEUP
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U.S. NEWS

New York packs in tourists
NEW YORK—New York City drew

a record 48.7 million visitors last
year, marking a 6.8% increase from
2009 and giving a strong signal that
the tourism industry is rebounding
from the downturn caused by the
global recession, Mayor Michael
Bloomberg said Tuesday.

Preliminary records show the
tourism growth is fueled, in part, by
a record number of international
visitors flocking to the five bor-
oughs. In 2010, 9.7 million interna-
tional visitors spent time in the city,
an increase of almost 13% from the
previous year.

“We are glad to extend our hos-
pitality to every visitor,” Mr.
Bloomberg said at a news confer-
ence at the Brooklyn Botanic Gar-
den. “But we certainly love interna-
tional visitors because they spend,
on average, 3½ times what domestic
visitors do.”

New York City is the destination
for roughly one-third of overseas vis-
itors to the U.S., making the city by
far the most popular overseas desti-
nation in the country, Mr. Bloomberg
said. Miami and Los Angeles, by com-
parison, were tied as the second
most popular destination for interna-
tional visitors, each attracting about
11% of the market share.

The preliminary numbers repre-
sent a turnaround for the tourism
industry in New York City, which has
suffered recently because of the dra-
matic downturn in the economy.

In 2009, the number of tourists
declined 2.9%, to 45.6 million, and
visitor spending plunged 12%, to
$28.2 billion, compared with 2008.

In 2010, tourists spent an esti-
mated $31 billion in the city, a
nearly 10% jump from 2009. A major
part of that increase, officials said,
is fueled by the city’s arts and cul-
ture scene.

So far this season, Broadway at-
tendance is above 7.55 million, up
3.8% from this point last season.

Attendance at museums and cul-
tural institutions, which generates
$18 billion in annual tourism spend-
ing, increased 5% last year. The
world-famous Metropolitan Museum
of Art and Museum of Modern Art
both set attendance records last
year.

“The strength of our tourism in-
dustry is one of the reasons New
York City was less impacted by the
national recession than other cities,
and it continues to be one of the
reasons we’re growing faster than

other cities,” Mr. Bloomberg said.
Officials said the city remains on

pace to meet its goal of attracting
50 million visitors a year by 2012.

To better attract international
visitors, the city has created a net-
work of 18 international offices that
allow officials to promote New York
as a tourism destination. In recent
years, the city spent money on out-
door ads in countries such as Italy,
Spain and Brazil.

“When the national recession hit,
many worried if New York City could
attract visitors in the numbers it
had become used to,” said Robert
Steel, deputy mayor for economic
development. “We’ve put in place a
series of global marketing programs
to showcase New York City and at-
tract visitors, and it’s clear that
those efforts continue to pay off.”

For Mr. Bloomberg, the record-
breaking tourism numbers come at
an opportune time. New Yorkers
have spent the past week heaping
criticism on the mayor for the city’s
sluggish response to a major snow-
storm that left many of the city’s
streets impassable for days.

Mr. Bloomberg dismissed the no-
tion that the media coverage sur-
rounding the city’s inadequate re-
sponse to the snowstorm will have
any impact on tourism. “Most of

these people, remember, from
around the world, around the coun-
try, come from cities—they have
problems, so they’re understanding.”

When most visitors think about
New York City, they picture Manhat-
tan’s skyline, or Broadway or the
shops on Fifth Avenue. But Brooklyn
Borough President Marty Markowitz
boasted that his borough is a popu-
lar destination in its own right. En-

gaging in some friendly borough ri-
valry, he heralded Coney Island, the
new Brooklyn Bridge Park and the
borough’s diverse neighborhoods as
key attractions.

“I know it’s easy to get caught up
in all that Brooklyn has to offer,” he
said with a smile, “but spare a
though for our brethren across the
river: Remember Manhattan is still
perfect for a day trip.”

BY MICHAEL HOWARD SAUL

New York’s Times Square. The city’s tourism growth is fueled in part by a record number of international visitors.
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Fed weighs causes of rising yields
The Federal Reserve believes a

stronger U.S. economy is among the
reasons behind the rise in govern-
ment-bond yields, which may under-
mine its efforts to keep the recovery
going via low interest rates.

In minutes of the central bank’s
Dec. 14 meeting, released with the
customary lag on Tuesday, Fed offi-
cials offered several explanations
for why U.S. Treasury yields have
been increasing despite their
$600 billion bond-purchase pro-
gram.

Investors’ lowered expectations
for the ultimate size of the program,
the improved economic outlook and
the impact of the recent tax-cut deal

on the budget deficit were all fac-
tors behind the rise in yields, Fed
officials said.

Some noted the rise in rates
may have even been amplified by
year-end positioning.

But despite the improvement in
the economy, Fed officials “generally
felt that the change in the outlook
wasn’t sufficient to warrant any ad-
justments to the asset-purchase pro-
gram, and some noted that more
time was needed to accumulate in-
formation on the economy,” the
minutes showed.

The bond-purchase program was
supposed to help the economy by,
among other things, keeping bor-
rowing rates low.

But interest rates charged on
consumers and companies that bor-

row to spend and invest have actu-
ally been rising since the Fed on
Nov. 3 announced its plan to buy
$600 billion in government bonds
through June 2011.

The yield on the 10-year Trea-
sury note, used as a benchmark for
several interest rates, currently
stands at about 3.35%, up from
2.48% on Nov. 4.

The U.S. economy’s recovery
from the severe recession was al-
ready gathering pace when the Fed
last met three weeks ago. Since
then, signs have grown that the job
market is improving and President
Barack Obama signed a bipartisan
tax package into law that is ex-
pected to boost the economy further
in 2011—at the cost of increasing
the budget deficit.

The improved outlook, together
with concerns the economy may
eventually overheat and bring high
inflation, led investors to sell gov-
ernment bonds, bringing lower
prices and higher yields.

Critics of the central bank point
to the interest-rate increase to say
the Fed’s strategy isn’t working. Fed
officials counter in the minutes that
bond yields would be even higher
without them.

Supporters of the Federal Re-
serve’s policy also note that the
bond purchases help the economy in
other ways: by driving investors
into riskier securities, thus contrib-
uting to the rise in stocks, and by
keeping the U.S. dollar value against
other currencies low, thereby boost-
ing exports.

BY LUCA DI LEO
AND JEFFREY SPARSHOTT

Path opens
for drilling
to resume
in the Gulf

Deep-water drilling in the Gulf of
Mexico could resume within weeks
under a policy by the Obama admin-
istration, which has come under in-
creasing criticism from the oil in-
dustry and politicians in the region
over the impact of the drilling halt.

Oil and gas exploration in the
Gulf’s deep waters has been stopped
since May, when President Barack
Obama announced a six-month drill-
ing moratorium in the wake of the
April explosion of the Deepwater
Horizon drilling rig, which killed 11
workers and set off the worst off-
shore oil spill in U.S. history.

The administration lifted the ban
in October—a month ahead of
schedule—but hasn’t issued any per-
mits for new deep water oil wells.

On Monday, The Wall Street
Journal reported that the delay has
hurt both the oil industry, which has
seen billions of dollars in projects
put on hold, and the Gulf Coast’s
economy, which has been hit hard
by the slowdown.

The administration said Monday
that it would clear the path for 13
companies, including Chevron Corp.
and Royal Dutch Shell PLC, to re-
sume work on a handful of wells
that were already approved and un-
der way when the moratorium took
effect. The 16 projects must still
comply with strict new safety rules
announced after the Deepwater Ho-
rizon disaster, but in most cases
won’t be subjected to new environ-
mental reviews.

The announcement means that
some drilling could resume in a
matter of weeks, although the exact
timing remains unclear. But the pol-
icy doesn’t affect the more than a
dozen permit requests that were
pending when the moratorium took
effect or have been filed since.
Those must still undergo enhanced
environmental reviews.

Michael Bromwich, director of
the Bureau of Ocean Energy Man-
agement, Regulation and Enforce-
ment, the newly formed federal
agency in charge of offshore drill-
ing, said projects that were inter-
rupted by the moratorium deserved
special consideration.

“For those companies that were
in the midst of operations at the
time of the deep-water suspensions,
today’s notification is a significant
step toward resuming their permit-
ted activity,” Mr. Bromwich said in a
statement.

Oil companies in recent weeks
had become increasingly pessimistic
about a quick resumption of drilling
in 2011, with some predicting that
the wait would last into the second
half of the year. On Monday, the in-
dustry praised the decision but said
more details were needed.

“It appears to be a step in the
right direction,” Randall Luthi, pres-
ident of the National Ocean Indus-
tries Association, a trade group, said
in an interview.

However, he said, “there are still
major questions and some confusion
among the companies about what is
being required.”

—Siobhan Hughes
and Tennille Tracy

contributed to this article.

BY BEN CASSELMAN
AND DANIEL GILBERT

Source: NYC & Company

Big Apple, big draw
New York City attracted a record 48.7 million visitors in 2010,
up 6.8% from 2009. European visitors by country or region
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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 99.77% 0.01% 1.20 0.95 1.05

Eur. High Volatility: 14/1 1.54 97.59 0.01 1.84 1.45 1.59

Europe Crossover: 14/1 4.37 102.52 0.05 5.37 4.24 4.68

Asia ex-Japan IG: 14/1 0.99 100.02 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 January 3

Spreads
Spreads on five-
year swaps for
corporate debt;
based on Markit
iTraxx indexes.
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Behind Europe's deals: Bank revenue rankings, Global
Behind every IPO, bond offering, merger deal or syndicated loan is one or more investment banks. Here are
investment banks ranked by year-to-date revenues from recent deals.

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

JPMorgan $5,343 7.8% 27% 30% 24% 18%

Bank of America Merrill Lynch 4,761 6.9 25 32 17 25

Goldman Sachs 4,138 6.0 33 23 37 8

Morgan Stanley 3,957 5.8 37 26 30 7

Deutsche Bank 3,679 5.4 27 32 27 14

Credit Suisse 3,574 5.2 26 31 28 14

Citi 3,008 4.4 28 37 22 14

UBS 2,734 4.0 34 29 29 8

Barclays Capital 2,677 3.9 19 41 21 20

Source: Dealogic

Tracking
credit
markets �
dealmakers

Dow Jones Industrial Average P/E: 15
LAST: 11691.18 s 20.43, or 0.18%

YEAR TO DATE: s 113.67, or 1.0%

OVER 52 WEEKS s 1,119.16, or 10.6%

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

Previous
close, in STOCK PERFORMANCE

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

BP PLC U.K. Integrated Oil & Gas 75,345,397 492.90 5.87% 5.9% -20.5%

Barclays U.K. Banks 48,176,571 272.75 4.24 4.2 -8.5

Credit Suisse Group Switzerland Banks 7,644,848 39.25 3.13 4.2 -27.4

Societe Generale France Banks 3,654,711 43.10 3.01 7.2 -13.7

BG Group U.K. Integrated Oil & Gas 6,086,343 1,331 2.66 2.7 14.2

L.M. Ericsson Telephone Series B Sweden Communications Technology 14,808,617 76.45 -3.17% -2.2 11.3

BASF SE Germany Commodity Chemicals 3,651,993 58.80 -2.68 -1.5 33.1

Siemens Germany Diversified Industrials 2,679,532 92.19 -1.88 -0.6 40.7

Nestle S.A. Switzerland Food Products 8,125,140 54.50 -1.36 -0.5 9.5

Bayer AG Germany Specialty Chemicals 2,749,990 54.30 -1.04 -1.8 -1.9

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

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

HSBC Holdings 21,780,093 668.10 2.61% 2.6% -9.3%
U.K. (Banks)
Vodafone Group 95,018,177 169.95 2.50 2.5 18.8
U.K. (Mobile Telecommunications)
GlaxoSmithKline 9,698,435 1,270 2.38 2.4 -2.9
U.K. (Pharmaceuticals)
Deutsche Bank 7,121,032 40.50 2.38 3.6 -14.0
Germany (Banks)
Astrazeneca 3,233,846 2,990 2.33 2.3 2.8
U.K. (Pharmaceuticals)
Anglo American 4,208,125 3,407 2.14 2.1 21.0
U.K. (General Mining)
Intesa Sanpaolo 95,203,693 2.10 1.95 3.2 -33.3
Italy (Banks)
ING Groep 20,323,418 7.54 1.92 3.5 1.7
Netherlands (Life Insurance)
AXA 8,996,652 13.08 1.91 5.0 -23.4
France (Full Line Insurance)
Tesco 15,316,116 433.10 1.91 1.9 3.0
U.K. (Food Retailers & Wholesalers)
Standard Chartered PLC 5,478,638 1,750 1.42 1.4 11.0
U.K. (Banks)
BNP Paribas 3,878,155 50.00 1.35 5.0 -12.5
France (Banks)
Total S.A. 8,291,464 41.13 1.33 3.7 -10.3
France (Integrated Oil & Gas)
ENI 14,762,559 16.63 1.28 1.8 -8.8
Italy (Integrated Oil & Gas)
GDF Suez 3,234,258 27.60 1.08 2.8 -9.5
France (Multiutilities)
Diageo 4,412,396 1,197 1.01 1.0 12.6
U.K. (Distillers & Vintners)
British American Tobacco 3,052,502 2,488 0.99 1.0 23.2
U.K. (Tobacco)
UBS 9,622,487 15.73 0.96 2.5 -5.5
Switzerland (Banks)
Sanofi-Aventis 3,004,649 49.69 0.61 3.8 -11.3
France (Pharmaceuticals)
Daimler AG 3,030,350 51.99 0.54 2.5 39.6
Germany (Automobiles)

Latest,
in local STOCK PERFORMANCE

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

Telefonica 16,400,598 17.09 0.53% 0.7% -13.6%
Spain (Fixed Line Telecommunications)
E.ON AG 6,551,412 23.16 0.48 1.0 -20.9
Germany (Multiutilities)
UniCredit 254,641,242 1.59 0.38 2.7 -29.3
Italy (Banks)
ABB Ltd. 6,470,787 21.30 0.38 2.3 7.4
Switzerland (Industrial Machinery)
Royal Dutch Shell A 6,105,234 25.30 0.38 2.3 16.5
U.K. (Integrated Oil & Gas)
Zurich Financial Services AG 556,748 245.80 0.37 1.5 4.6
Switzerland (Full Line Insurance)
Roche Holding 1,547,149 137.30 0.37 0.2 -23.0
Switzerland (Pharmaceuticals)
Rio Tinto 4,046,235 4,502 0.35 0.3 27.1
U.K. (General Mining)
Allianz SE 1,637,908 89.99 0.30 1.2 1.3
Germany (Full Line Insurance)
France Telecom 6,589,171 15.95 0.28 2.2 -10.0
France (Fixed Line Telecommunications)
Banco Santander 41,152,517 7.99 0.23 0.7 -32.8
Spain (Banks)
Nokia 22,469,063 8.03 0.19 3.7 -13.0
Finland (Telecommunications Equipment)
BHP Billiton 6,126,013 2,554 0.10 0.1 22.8
U.K. (General Mining)
Banco Bilbao Vizcaya Argentaria 42,935,388 7.60 ... 0.5 -39.4
Spain (Banks)
SAP AG 2,716,812 38.19 -0.07 0.2 17.0
Germany (Software)
Anheuser-Busch InBev N.V. 1,645,236 43.00 -0.12 0.5 17.5
Belgium (Beverages)
Unilever 3,902,738 23.67 -0.42 1.6 6.1
Netherlands (Food Products)
Hennes & Mauritz AB Series B 3,327,775 226.90 -0.44 1.3 14.6
Sweden (Apparel Retailers)
Deutsche Telekom 13,449,475 9.67 -0.44 0.2 -8.0
Germany (Mobile Telecommunications)
Novartis 4,829,491 55.20 -0.45 0.5 2.0
Switzerland (Pharmaceuticals)

Sources: Thomson Reuters

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 19.4 $29.86 0.19 0.64%
Alcoa AA 74.9 16.52 0.71 4.53
AmExpress AXP 13.2 43.96 0.56 1.29
BankAm BAC 215.1 14.24 0.05 0.35
Boeing BA 7.6 66.94 0.54 0.81
Caterpillar CAT 5.8 93.66 –0.49 –0.52
Chevron CVX 8.0 91.59 –0.35 –0.38
CiscoSys CSCO 43.8 20.53 0.04 0.20
CocaCola KO 13.3 63.87 –1.35 –2.07
Disney DIS 20.5 38.99 1.18 3.11
DuPont DD 5.1 49.90 –0.13 –0.26
ExxonMobil XOM 19.3 74.91 0.36 0.48
GenElec GE 70.4 18.61 0.33 1.81
HewlettPk HPQ 18.9 43.63 0.89 2.08
HomeDpt HD 13.5 34.68 –0.63 –1.78
Intel INTC 70.4 21.14 0.29 1.40
IBM IBM 4.7 147.67 0.19 0.13
JPMorgChas JPM 38.7 44.17 0.64 1.47
JohnsJohns JNJ 11.4 63.33 0.51 0.81
KftFoods KFT 10.0 31.60 –0.07 –0.22
McDonalds MCD 31.2 74.33 –2.27 –2.96
Merck MRK 13.4 36.34 0.30 0.83
Microsoft MSFT 52.9 28.04 0.06 0.21
Pfizer PFE 39.6 17.98 0.30 1.70
ProctGamb PG 10.7 64.93 0.16 0.25
3M MMM 2.5 86.61 –0.18 –0.21
TravelersCos TRV 2.5 55.57 –0.25 –0.45
UnitedTech UTX 3.3 79.13 0.14 0.18
Verizon VZ 21.8 37.16 0.73 2.00

WalMart WMT 11.7 54.78 0.22 0.40

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

Edison 154 –1 1 21

Rhodia 261 ... –2 –22

Stora Enso 228 ... 6 –21

Peugeot 213 ... 1 –16

Rallye 453 ... ... –25

TelefonAB L M Ericsson 86 ... ... –2

SOL MELIA 555 ... –2 –7

Solvay 65 ... ... –5

AKZO Nobel 66 ... –1 –2

Adecco 114 ... ... –8

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

ThyssenKrupp 189 ... –1 –25

Holcim 136 ... –1 –9

Prudential 120 ... 2 5

Iberdrola 191 ... ... 20

REPSOL YPF 155 ... ... 3

UniCredit 107 1 –1 9

Valeo 138 1 1 –19

Cr LYONNAIS 166 2 1 12

Bco Comercial Portugues 858 3 5 64

Bay Landbk Giroz 183 3 –3 21

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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Pakistani governor is assassinated
A leading politician from Paki-

stan’s ruling party was gunned down
in a wealthy neighborhood of Islam-
abad Tuesday by a member of his
security detail after speaking out
against the country’s controversial
blasphemy laws, an assassination
that highlights the nation’s struggle
to contain extremism even among
those close to the center of power.

Salmaan Taseer, governor of Pun-
jab, Pakistan’s most-populous prov-
ince, and a member of the ruling
Pakistan People’s Party, died after a
member of his security team fired
multiple shots into his car at a shop-
ping complex, police said.

His attacker, Malik Mumtaz
Qadri, who surrendered to police,
admitted he was angered by Mr.
Taseer’s opposition to the blas-
phemy laws, Interior Minister Reh-
man Malik told local television.

Mr. Taseer had become a leading
opponent in recent weeks of a court
decision in November to sentence a
45-year-old Christian farm laborer,
Asia Bibi, to death for blasphemy
against the Prophet Muhammad.

The case attracted international
attention, with Pope Benedict XVI
and human-rights groups calling for
her release. Mr. Taseer had attacked
the court’s decision and recently had
been urging supporters on Twitter
to take to the streets in protest
against the blasphemy laws. His op-
position had been condemned by Is-
lamist political parties.

In a Dec. 31 post on his Twitter
account, a day before Islamists took
to the streets across the country to
demand the laws stand, Mr. Taseer
wrote: “I was under huge pres-
sure…2 cow down b4…pressure on
blasphemy. Refused. Even if I’m the
last man standing.”

The assassination—the first of a
prominent politician since former
President Benazir Bhutto was killed
by a bomb in 2007—illustrates the
difficulties the U.S. faces in attempt-
ing to bolster secular elements in
Pakistan, a key U.S. ally in fighting
Islamist extremists that operate from
the border region between Pakistan
and Afghanistan and fight both the
Pakistani military and U.S. troops
across the border. The Pakistan Tali-
ban, an affiliated extremist group to

the Taliban in Afghanistan, have reg-
ularly attacked Pakistani cities and
towns in the past two years.

The U.S. has poured billions of
dollars in aid into the effort to dim
the appeal of radical Islam among
Pakistan’s mostly poor population of
180 million people. But Mr. Taseer’s
assassination by a member of an
elite police unit shows how religious
extremism pervades even segments
of society that are close to the cen-
ters of power, a result of decades of
official Islamization.

Islamist political groups had
called for Mr. Taseer’s ouster as gov-
ernor over his opposition to the blas-
phemy laws and saw in his stance a
Western conspiracy to roll back Paki-
stan’s religious edicts and turn the
country into a secular democracy.
One party issued an edict condemn-
ing Mr. Taseer for blasphemy.

“We tend to draw these neat
lines between Islamists and secular-
ists but those lines in daily life in
Pakistan are constantly blurred,”
said Sadanand Dhume, resident fel-
low at the American Enterprise In-
stitute in Washington.

Pakistan’s religious laws were
tightened under the rule of Gen. Zia-
ul-Haq, a military dictator who over-
saw an Islamization of the nation’s

institutions such as the army and ju-
diciary in the 1980s.

Since then, Pakistani authorities
have charged scores of minority
groups under the laws, including at
least 50 members of the heterodox
Ahmadi Muslim community in 2009,
many of whom remain in prison, ac-
cording to Human Rights Watch. In
no cases have the death sentences
been carried out, with courts com-
muting sentences on appeal.

Pakistan’s secular politicians
have largely failed to unite to com-
bat religious extremism out of fear
of sparking a backlash, and in some
cases have even courted extremist
groups, analysts say.

Officials from the U.S., India and
other countries say some elements
of Pakistan’s military continue to
have close ties with Islamist groups,
especially those that don’t operate
inside Pakistan but instead hit tar-
gets in Afghanistan and India.

The secular elite, meanwhile, are
widely viewed as corrupt by ordi-
nary Pakistanis, in some cases in-
creasing the appeal of Islam among
Pakistan’s poor.

The assassination also comes at a
time of great political and economic
instability in Pakistan and is likely to
further paralyze the government of

President Asif Ali Zardari. Last
weekend, the coalition led by Mr.
Zardari’s Pakistan People’s Party, of
which Mr. Taseer was a leading
member, lost its majority in the Na-
tional Assembly after a key ally
joined the opposition.

On Tuesday, the Pakistan Muslim
League (N), the largest opposition
party, headed by former Prime Min-
ister Nawaz Sharif, said it wouldn’t
launch a no-confidence motion in
the government, providing the coali-
tion with a measure of stability.

But Mr. Sharif told a news con-
ference it would do so unless the
government agrees to a series of
measures, including cutting govern-
ment expenditure, taking action
against corruption and rolling back
fuel-price increases.

The political fighting comes as
the U.S. and other foreign donors
are increasingly worried about Paki-
stan’s growing budget deficit, which
the government is funding by bor-
rowing from the central bank, essen-
tially printing money and stoking in-
flation. Rising prices for food, fuel
and other necessities could further
destabilize a country that is still re-
covering from the summer’s floods,
which killed almost 2,000 people
and affected 20 million others.

The U.S. wants the government
to raise taxes on the rich to pay for
programs to help lift Pakistanis out
of poverty and combat the draw of
Islamist groups, who often run their
own charity arms.

Some observers, however, say the
case of Ms. Bibi shows how hard it is
to dislodge Islamist ideologies.

Ms. Bibi was accused in June
2009 by local village women in
Sheikhupura, a district of Punjab
province, of blasphemy against the
Prophet Muhammad, which under
Pakistani law can carry the death
penalty. Ms. Bibi, who is in jail, says
the women hated her because she
was a Christian, a minority in Paki-
stan, and had gotten in a fight over
their refusal to drink water she had
touched. She is appealing the court’s
November decision to impose a
death sentence.

One radical cleric offered $6,000
to anyone who would kill Ms. Bibi.

Mr. Taseer became vocal in de-
fending her, saying Mr. Zardari, the
president, would overturn the deci-
sion if necessary. Mr. Taseer’s sup-
porters later Tuesday placed
wreaths on the spot where he died.

—Zahid Hussain
and Rehmat Mehsud

contributed to this article.

BY TOM WRIGHT

Malik Mumtaz Qadri sits in a police
van in Islamabad Tuesday after
admitting he shot Salmaan Taseer,
Punjab province’s governor, above.A
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Wave of killings puts Baghdad on high alert
BAGHDAD—Iraq issued an un-

usual high state of alert here Tues-
day in response to a wave of assas-
sinations targeting Iraqi
security-force members and govern-
ment employees.

Ten officials have been killed and
four injured since Jan. 1 by assail-
ants with silencer-equipped hand-
guns, in what security officials de-
scribed as a stepped-up campaign
by “terror and organized crime”
groups.

Baghdad provincial Gov. Salah
Abdul-Razzaq convened an emer-
gency meeting Tuesday of the city’s
top police commanders and mem-
bers of a special security task force
responsible for the capital, known
as the Baghdad Operations Com-
mand.

On Monday, Prime Minister
Nouri al-Maliki ordered an ad hoc
security committee, made up of se-
nior commanders, to investigate the

assassinations and to take unspeci-
fied preventive measures.

In the latest attack, the spokes-
man for the Ministry of Interior,
Brig. Gen. Alaa al-Taiee, was
wounded Monday evening when
gunmen opened fire on his vehicle
after it passed a security checkpoint
in the center of the capital, accord-
ing to a senior officer at the minis-
try. Gen. Taiee was in stable condi-
tion, according to the official.

“We are in a state of high alert
and security preparedness in Bagh-
dad to prevent more assassina-
tions,” said Mr. Abdul-Razzaq, the
Baghdad province governor, after
his emergency meeting.

Mr. Abdul-Razzaq said additional
security forces and checkpoints
were being mobilized throughout
Baghdad, a city of more than five
million. He said a number of sus-
pects, including some members of
the security forces, have been ar-
rested in connection with the kill-
ings.

Among those killed since Satur-
day in shootings throughout Bagh-
dad were eight Iraqi army and po-
lice officers, a municipal engineer

and a government lawyer, according
to security officials.

The assassination of security of-
ficials using pistols has been
steadily rising since last year, but
authorities appeared to have been
taken aback by the intensity and
timing of the latest campaign at the
start of the new year.

The government has blamed sim-
ilar assassinations on a mix of in-
surgent groups, criminal gangs and
political opponents. U.S. military
commanders have previously said
the targeted assassination of secu-
rity and government officials were
signs of a resilient insurgency deter-
mined to erode public confidence in
the security forces.

U.S. military officials believe Shi-
ite groups backed by Iran, Sunni
groups tied to Saddam Hussein’s
ousted regime and al Qaeda, as well
as some political groups are all
competing with each other for dom-
inance ahead of the scheduled with-
drawal of all remaining U.S. soldiers

from Iraq by the end of this year.
The flurry of assassinations

comes amid fresh U.S. casualties in
Iraq. The U.S. military said this
week that two of its soldiers were
killed by insurgents on Sunday. Iraq
Body Count, a nonprofit organiza-
tion, said 4,017 Iraqi civilians and
408 members of the country’s secu-
rity forces were killed in 2010—the
lowest annual death toll since the
U.S.-led invasion in 2003.

But the group, which uses media
reports as one of its sources, said
2010 saw the smallest year-on-year
reduction in casualty figures, sug-
gesting “a persistent low-level con-
flict in Iraq that will continue to kill
civilians at a similar rate for years
to come.” Officials at the ministries
of defense, health and interior all
declined to provide the govern-
ment’s own tally of the death toll in
2010.

—Munaf Ammar, Ali A. Nabhan
and Jabbar Yaseen

contributed to this article.

BY SAM DAGHER

Prime Minister Nouri al-Maliki ordered
an investigation into the killings.
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Andfs. Anglaterra UK EQ AND 11/16 GBP 8.47 2.8 3.6 14.9
Andfs. Borsa Global GL EQ AND 01/03 EUR 6.73 1.2 3.5 6.7
Andfs. Emergents GL EQ AND 01/03 USD 18.88 1.7 8.8 34.5
Andfs. Espanya EU EQ AND 01/03 EUR 11.46 0.2 -17.7 1.4
Andfs. Estats Units US EQ AND 01/03 USD 16.13 1.3 7.4 13.1
Andfs. Europa EU EQ AND 01/03 EUR 7.38 0.9 -5.9 5.0
Andfs. Franca EU EQ AND 01/03 EUR 9.61 1.1 -1.3 5.9
Andfs. Japo JP EQ AND 01/03 JPY 493.57 0.0 -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 01/03 USD 11.81 0.1 3.3 7.3
Andfs. RF Euros EU BD AND 01/03 EUR 10.92 0.2 0.9 10.6
Andorfons EU BD AND 01/03 EUR 14.40 0.2 -0.7 10.2
Andorfons Alternative Premium GL EQ AND 11/30 EUR 99.31 0.3 0.9 2.7
Andorfons Mix 30 EU BA AND 01/03 EUR 9.91 0.5 3.7 10.4
Andorfons Mix 60 EU BA AND 01/03 EUR 9.58 0.8 3.3 7.7

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 01/04 EUR 9.01 0.1 1.6 -1.8
DJE-Absolut P GL EQ LUX 01/04 EUR 231.89 -0.3 13.1 14.5
DJE-Alpha Glbl P OT OT LUX 01/04 EUR 195.20 0.1 9.7 12.2
DJE-Div& Substanz P GL EQ LUX 01/04 EUR 248.73 0.1 15.7 18.7
DJE-Gold&Resourc P OT EQ LUX 01/04 EUR 241.16 -1.1 41.8 34.8
DJE-Renten Glbl P EU BD LUX 01/04 EUR 137.54 -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 01/04 EUR 18.10 0.0 2.8 11.6
LuxTopic-Pacific OT OT LUX 01/04 EUR 21.79 2.0 31.8 53.7

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com

n HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 12/31 USD 350.10 42.6 54.7 6.4
Sel Emerg Mkt Equity GL EQ GGY 12/31 USD 207.66 63.0 73.6 -11.3
Sel Euro Equity EUR OT OT GGY 12/31 EUR 96.29 32.6 27.0 -17.7
Sel European Equity EU EQ GGY 12/31 USD 181.94 42.7 49.9 -16.8
Sel Glob Equity GL EQ GGY 12/31 USD 189.25 35.2 42.1 -15.7
Sel Glob Fxd Inc GL BD GGY 12/31 USD 143.46 11.4 15.8 -1.4
Sel Pacific Equity AS EQ GGY 12/31 USD 143.75 68.5 80.5 -7.1
Sel US Equity US EQ GGY 12/31 USD 123.56 24.0 30.0 -14.2
Sel US Sm Cap Eq US EQ GGY 12/31 USD 168.82 30.1 42.6 -14.8

n HSBC Trinkaus Investment Managers SA
E-Mail: funds@hsbctrinkaus.lu
Telephone: 352 - 47 18471
Prosperity Return Fund A JP BD LUX 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 01/03 EUR 19.76 0.5 -18.8 -13.2
MP-TURKEY.SI OT OT SVN 01/03 EUR 46.63 1.7 34.3 54.5

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 01/03 EUR 15.91 0.1 19.0 36.2
Parex Eastern Europ Bd EU BD LVA 01/03 USD 17.29 -0.2 18.1 40.8
Parex Russian Eq EE EQ LVA 01/03 USD 26.36 0.0 35.0 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 12/31 EUR 154.77 27.6 27.6 NS
Pictet-Asian Eq ExJpn-I USD OT OT LUX 01/03 USD 200.64 1.1 14.4 33.5
Pictet-Asian Eq ExJpn-P USD OT OT LUX 01/03 USD 189.34 1.1 13.5 32.4
Pictet-Biotech-P USD OT EQ LUX 12/31 USD 305.55 8.0 8.0 3.5
Pictet-CHF Liquidity-P CH MM LUX 12/31 CHF 124.15 0.0 0.0 0.1
Pictet-CHF Liquidity-P dy CH MM LUX 12/31 CHF 93.02 0.0 0.0 0.1
Pictet-Conv. Bonds-P EUR OT OT LUX 12/31 EUR 106.07 NS NS NS
Pictet-Digital Comm-P USD OT EQ LUX 12/31 USD 140.43 20.2 20.2 31.4
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 01/03 USD 620.85 0.7 16.4 41.9
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 12/31 EUR 136.39 0.3 0.3 0.7
Pictet-EUR Liquidity-Pdy EU MM LUX 12/31 EUR 96.38 0.3 0.3 0.6
Pictet-EUR Sovereign Liq-P EU MM LUX 12/31 EUR 102.53 0.1 0.1 0.3
Pictet-EUR Sovereign Liq-Pdy EU MM LUX 12/31 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 12/31 EUR 147.36 10.7 10.7 20.7
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 01/03 USD 405.56 1.2 15.5 36.2
Pictet-Indian Equities-P USD EA EQ LUX 01/03 USD 429.48 0.6 19.1 47.6
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 01/02 USD 54.10 0.7 20.7 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 12/31 EUR 93.61 43.3 43.3 45.6
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 12/31 USD 126.45 27.0 27.0 33.0
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 12/31 USD 118.85 11.6 11.6 32.8
Pictet-USA Index-P USD US EQ LUX 12/31 USD 103.23 13.9 13.9 19.3
Pictet-USD Government Bonds-P US BD LUX 12/31 USD 535.22 5.4 5.4 0.5
Pictet-USD Government Bonds-Pdy US BD LUX 12/31 USD 371.12 5.4 5.4 0.5
Pictet-USD Liquidity-P US MM LUX 12/31 USD 131.25 0.2 0.2 0.4
Pictet-USD Liquidity-Pdy US MM LUX 12/31 USD 84.71 0.2 0.2 0.4
Pictet-USD Sovereign Liq-P US MM LUX 12/31 USD 101.66 0.1 0.1 0.2
Pictet-USD Sovereign Liq-Pdy US MM LUX 12/31 USD 100.16 0.1 0.1 0.2
Pictet-Water-P EUR GL EQ LUX 12/31 EUR 151.66 22.4 22.4 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 12/31 USD 17.86 32.8 32.8 50.9
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 12/31 USD 13.41 3.7 3.7 NS

Polar Healthcare Class R USD OT EQ IRL 12/31 USD 13.33 3.3 3.3 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 12/31 EUR 718.60 1.6 1.6 12.9
CORE EUROZONE EQ B EU EQ IRL 12/31 EUR 852.69 2.5 2.5 13.9
EURO FIXED INCOME A OT OT IRL 12/31 EUR 1306.68 5.0 5.0 7.4
EURO FIXED INCOME B OT OT IRL 12/31 EUR 1403.64 5.6 5.6 8.1
EUROPEAN SMALL CAP A EU EQ IRL 12/31 EUR 1576.51 31.3 31.3 36.4
EUROPEAN SMALL CAP B EU EQ IRL 12/31 EUR 1699.05 32.1 32.1 37.2
EUROZONE AGG A EUR EU EQ IRL 12/31 EUR 746.13 13.8 13.8 22.5
EUROZONE AGG B EUR EU EQ IRL 12/31 EUR 1078.70 14.4 14.4 23.3
GLB REAL EST SEC A OT EQ IRL 12/31 USD 1045.86 16.6 16.6 25.3
GLB REAL EST SEC B OT EQ IRL 12/31 USD 1084.73 17.3 17.3 26.0
GLB REAL EST SEC EH A OT EQ IRL 12/31 EUR 904.16 12.4 12.4 20.1
GLB REAL EST SEC SH B OT EQ IRL 12/31 GBP 85.80 13.3 13.3 20.3
GLB STRAT YIELD A OT OT IRL 12/31 EUR 1823.09 13.4 13.4 27.0
GLB STRAT YIELD B OT OT IRL 12/31 EUR 1962.52 14.1 14.1 27.8
GLOBAL BOND A OT OT IRL 12/31 EUR 1275.60 15.4 15.4 14.1
GLOBAL BOND B OT OT IRL 12/31 EUR 1366.69 16.1 16.1 14.8
GLOBAL BOND EH A EU BD IRL 12/31 EUR 1483.06 7.8 7.8 11.3
GLOBAL BOND EH B EU BD IRL 12/31 EUR 1583.66 8.5 8.5 12.0
JAPAN EQUITY A JP EQ IRL 12/31 JPY 11397.52 -2.1 -2.1 5.0
JAPAN EQUITY B JP EQ IRL 12/31 JPY 12221.19 -1.5 -1.5 5.6
PAC BASIN (X JPN) A AS EQ IRL 12/31 USD 2658.29 16.3 16.3 43.8
PAC BASIN (X JPN) B AS EQ IRL 12/31 USD 2854.08 17.0 17.0 44.6
PAN EUROPEAN EQUITY A EU EQ IRL 12/31 EUR 1083.98 12.6 12.6 22.8
PAN EUROPEAN EQUITY B EU EQ IRL 12/31 EUR 1162.49 13.3 13.3 23.6
US EQUITY A US EQ IRL 12/31 USD 980.10 12.3 12.3 21.0
US EQUITY B US EQ IRL 12/31 USD 1055.67 13.0 13.0 21.8
US SMALL CAP EQUITY A US EQ IRL 12/31 USD 1592.58 23.6 23.6 25.8
US SMALL CAP EQUITY B US EQ IRL 12/31 USD 1716.48 24.3 24.3 26.6

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
A company of Amundi Group
Bonds ConvEurope A EU BD LUX 12/31 EUR 31.94 7.7 7.7 6.1
Bonds Eur Corp A EU BD LUX 12/31 EUR 23.52 1.8 1.8 6.5
Bonds Eur Hi Yld A EU BD LUX 12/31 EUR 22.85 11.0 11.0 31.1
Bonds EURO A EU BD LUX 12/31 EUR 41.46 1.0 1.0 2.5
Bonds Europe A EU BD LUX 12/31 EUR 40.08 2.5 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 12/31 USD 43.93 4.6 4.6 5.0
Eq. AsiaPac Dual Strategies A AS EQ LUX 01/03 USD 11.95 1.0 14.6 35.9
Eq. China A AS EQ LUX 01/03 USD 24.76 2.2 2.6 26.0
Eq. Concentrated Euroland A EU EQ LUX 09/30 EUR 86.45 -7.0 -5.2 -3.5
Eq. ConcentratedEuropeA EU EQ LUX 12/31 EUR 29.81 10.4 10.4 20.3
Eq. Emerging Europe A EU EQ LUX 12/31 EUR 29.75 26.3 26.3 50.0
Eq. Equities Global Energy OT EQ LUX 12/31 USD 19.32 6.5 6.5 16.4
Eq. Euroland A EU EQ LUX 12/31 EUR 11.00 1.6 1.6 9.6
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 12/31 EUR 175.02 24.0 24.0 32.9
Eq. EurolandCyclclsA OT EQ LUX 12/31 EUR 19.78 11.2 11.2 20.0

Eq. EurolandFinancialA OT EQ LUX 12/31 EUR 9.50 -16.0 -16.0 6.2
Eq. Glbl Emg Cty A GL EQ LUX 12/31 USD 9.68 0.0 0.0 27.3
Eq. Global A GL EQ LUX 12/31 USD 31.34 12.5 12.5 22.1
Eq. Global Resources A GL EQ LUX 12/31 USD 132.70 21.5 21.5 37.6
Eq. Gold Mines A OT EQ LUX 12/31 USD 40.66 34.2 34.2 39.4
Eq. India A EA EQ LUX 01/03 USD 156.95 0.2 20.0 45.6
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 12/31 USD 133.56 14.9 14.9 46.5
Eq. US ConcenCore A US EQ LUX 12/31 USD 25.80 14.1 14.1 26.0
Eq. US Focused A US EQ LUX 12/31 USD 17.94 13.1 13.1 17.6
Eq. US Lg Cap Gr A US EQ LUX 12/31 USD 17.42 14.2 14.2 27.1
Eq. US Mid Cap A US EQ LUX 12/31 USD 36.08 20.7 20.7 34.2
Eq. US Multi Strg A US EQ LUX 12/31 USD 24.59 15.5 15.5 24.1
Eq. US Rel Val A US EQ LUX 12/31 USD 23.62 14.7 14.7 23.3
Eq. US Sm Cap Val A US EQ LUX 12/31 USD 19.08 19.7 19.7 21.4
Money Market EURO A EU MM LUX 12/31 EUR 27.52 0.5 0.5 0.7
Money Market USD A US MM LUX 12/31 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 12/30 AED 5.06 -5.1 -3.1 7.9

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

n YMR-N Series
YMR-N Growth Fund JP EQ IRL 01/04 JPY 9578.00 1.6 0.5 5.5
YMR-N Small Cap Fund JP EQ IRL 01/04 JPY 6960.00 1.4 -0.8 4.1

n Yuki 77 Series
Yuki 77 General JP EQ IRL 01/04 JPY 5875.00 1.6 -5.2 -0.2

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 01/04 JPY 6807.00 1.5 -1.2 4.4
Yuki Chugoku JpnLowP JP EQ IRL 01/04 JPY 8001.00 1.5 5.2 -1.2

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 01/04 JPY 4382.00 1.5 -7.1 -1.9
Yuki Hokuyo Jpn Inc JP EQ IRL 01/04 JPY 5111.00 1.4 -3.5 -1.6
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 01/04 JPY 5047.00 1.4 -1.1 3.6

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III JP EQ IRL 01/04 JPY 4123.00 1.5 -7.6 -1.5
Yuki Mizuho Jpn Dyn Gro JP EQ IRL 01/04 JPY 4434.00 1.6 -5.4 -0.6
Yuki Mizuho Jpn Exc 100 JP EQ IRL 01/04 JPY 6487.00 1.5 -7.9 3.1
Yuki Mizuho Jpn Gen JP EQ IRL 01/04 JPY 8705.00 1.6 0.1 4.2
Yuki Mizuho Jpn Gro JP EQ IRL 01/04 JPY 6364.00 1.6 -1.0 0.9
Yuki Mizuho Jpn Inc JP EQ IRL 01/04 JPY 7604.00 1.3 -1.1 -2.2
Yuki Mizuho Jpn Lg Cap JP EQ IRL 01/04 JPY 5035.00 1.6 -3.9 0.5
Yuki Mizuho Jpn LowP JP EQ IRL 01/04 JPY 11644.00 1.8 -0.1 1.4
Yuki Mizuho Jpn PGth JP EQ IRL 01/04 JPY 7427.00 1.5 -7.3 -1.4
Yuki Mizuho Jpn SmCp JP EQ IRL 01/04 JPY 7109.00 1.4 -0.6 7.7
Yuki Mizuho Jpn Val Sel AS EQ IRL 01/04 JPY 5669.00 1.5 -0.7 4.5
Yuki Mizuho Jpn YoungCo AS EQ IRL 01/04 JPY 2538.00 1.1 -7.4 3.1

INTERNATIONAL INVESTOR

CME, ICE gain business
while Eurex declines

The largest U.S. derivatives ex-
changes resumed double-digit
growth in trading volume last year,
helped by heightened investor appe-
tite for risk and hedging tools.

CME Group Inc. and Interconti-
nentalExchange Inc. reported that
customer business on their futures,
options and swaps platforms contin-
ued to rise in December, amid fluc-
tuations in global interest rates and
commodity prices.

But business at Eurex, a Euro-
pean-based rival, fell for the year,
hurt by a decline at its U.S. options
exchange.

Global futures exchanges touted
their stability through the financial
crisis, though they suffered during
2009 and the start of 2010 as banks
and hedge funds trimmed trading.
The European debt crisis, stimulus
efforts by the U.S. Federal Reserve
and another boom in commodities
have since spurred trading.

Chicago-based CME, the world’s
largest futures-exchange operator
by contract volume, said trading ac-
tivity across its platforms climbed
19% over 2009 with an average of
12.2 million contracts changing
hands each day. Volume had fallen
20% in 2009 from 2008.

Atlanta-based Intercontinen-
talExchange recorded a 26% rise in
volume to a record average turnover
of 1.3 million contracts per day.

“From Brent crude oil to Sugar
No. 11 and the U.S. Dollar Index,

ICE’s business reflects the demand
for hedging and risk management
that emerging and developed econo-
mies require,” Jeff Sprecher, ICE’s
chief executive, said in a statement.

Activity in interest-rate futures,
CME’s most heavily traded line of
products, rose 30% to 5.4 million
contracts per day in 2010 as inves-
tors hedged deteriorating credit
conditions in Europe and the ripple
effects of the U.S. Fed’s second
round of quantitative easing.

Currency shifts saw foreign-ex-
change futures in the past year
overshadow agricultural commodity
futures, among CME’s longest-run-
ning markets. About 919,000 for-
eign-exchange futures traded per
day at CME in 2010, up 47% from
2009 and compared with 913,000
commodity futures, where trading
climbed 23%.

Eurex, the world’s second-largest
derivatives operator after CME, on
Monday said average daily volume
declined to 10.4 million contracts
last year from 10.5 million in 2009
because of a 22% slide in the num-
ber of contracts traded on its Inter-
national Securities Exchange.

The ISE has ceded business to ri-
vals like Nasdaq OMX and NYSE Eu-
ronext, which have slashed fees and
struck bargains with major custom-
ers to capture more options trading.
In November, the ISE delayed a
long-planned technology upgrade
until mid-2011. Eurex is owned by
Deutsche Börse AG and SIX Swiss
Exchange AG.

BY JACOB BUNGE

Bondholders are rattled
by prepayment covenants
report. “Any company whose bonds
are trading at a healthy premium
and has this alternative available
could announce a redemption at any
time, which would cause the bonds
to trade down.”

The early-buyback options aren’t
all bad for bondholders, said Arthur
Calavritinos, manager of the John
Hancock High Yield Fund. Regard-
less of what price the borrowers pay
for the debt they retire early, they
are reducing their debt loads, im-
proving the underlying leverage
metrics, he said.

George Goudelias, a portfolio
manager at Seix Investment Advi-
sors, said he usually opposes the
10% prepayment covenant in new
deals, but its proliferation in 2010
shows borrowers’ growing power as
demand for junk debt outstrips sup-
ply. And, he added, for stable com-
panies generating strong cash flow,
it is preferable for bondholders to
let management buy back debt
cheaply rather than repurchase
stock or pay out dividends to share-
holders.

While standard in leveraged-loan
documents, the prepayment cove-
nants didn’t appear regularly in
bonds until early 2009, when the
loan market essentially shut down,
said James Keenan, head of lever-
aged finance at BlackRock Inc.

At the time, bond funds still
were willing to buy new deals but
required most borrowers to provide
liens on company assets, something

Continued from page 17 typical in loan deals but rare to
bond markets. In exchange for the
collateral, investors accepted the in-
clusion of 10% annual early buy-
backs, which were also standard in
loan documents, Mr. Keenan said.

Unsecured bonds with early-buy-
back covenants present a far less at-
tractive risk-reward tradeoff than
secured bonds with the provisions,
bond investors say. Unsecured credi-
tors recover little in the event of a
default compared with their secured
counterparts, Mr. Keenan said.

Still, the options became com-
mon to secured bonds sold through-
out 2010.

A new development surfaced to-
ward the end of the year when com-
panies such as HealthSouth Corp., a
Birmingham, Ala., health-care com-
pany, and Interface Inc., an Atlanta
maker of carpet tile, included the
covenants in unsecured bonds for
the first time. That turned the
premise that unsecured debt holders
should receive stricter call protec-
tion on its head.

HealthSouth included the option
in $525 million of bonds it sold in
late September simply for the flexi-
bility to prepay debt at a price it
deems reasonable for the company
and investors, finance chief Doug
Coltharp said in an email.

“The terms—including the call
protection—were fully disclosed to
the investors in advance,” Mr.
Coltharp said. “Each investor made
their own decision to buy the bonds
with this knowledge in hand.”

Morgan
Stanley selects
new COO

Morgan Stanley named strategy
head Jim Rosenthal to become its
chief operating officer, according to
a memo to employees Tuesday.

Chief Executive and President
James Gorman told employees that
Mr. Rosenthal would assume addi-
tional responsibilities in the new
role, including handling the New
York investment bank’s technology,
human resources, marketing and
communications.

The role opened up late last year
when Tom Nides, the chief operat-
ing officer at the time, was con-
firmed by the U.S. Senate to become
a top deputy to Secretary of State
Hillary Clinton.

Mr. Nides was sworn into the
new role Monday.

Mr. Rosenthal will continue to
oversee strategy at the firm and
serve as the chief operating officer
of Morgan Stanley’s brokerage joint
venture with Citigroup Inc.’s Smith
Barney.

Previously, Mr. Rosenthal ran the
firm’s technology and operations.
He joined the firm in March 2008
from Tishman Speyer, the real-es-
tate firm where Mr. Rosenthal had
served as chief financial officer
since 2006.

Earlier, the Harvard Law School
graduate worked at Lehman Broth-
ers and McKinsey & Co., the con-
sulting firm where Mr. Gorman also
got his Wall Street start.

BY AARON LUCCHETTI
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Sudan girds for critical vote
JUBA, Sudan—Sudan’s President

Omar al-Bashir pledged to respect
the outcome of the impending refer-
endum on whether the south should
become an independent nation, rais-
ing hopes that Africa’s biggest coun-
try can avoid more bloodshed even
if it breaks apart.

“If secession is the end result, we
will come and congratulate and cele-
brate with you,” Mr. Bashir said
Tuesday beside the south’s presi-
dent, Salva Kiir. Mr. Bashir also
promised technical and logistical aid
to help the south make the transi-
tion to independence.

Soldiers and police blocked most
of Juba’s few paved roads for Mr.
Bashir’s arrival Tuesday morning.
While the official welcome was cor-
dial, the south also made clear its
determination to secede. People lin-

ing a major road to greet the leader
waved small white flags stamped
with a thumbprint and the word
“separation,” as well as the flag of
southern Sudan.

The referendum vote, scheduled
for Sunday Jan. 9, is the culmination
of a peace agreement between the
north and south that was forged in
2005. That agreement followed a
civil war that left at least two mil-
lion dead and millions more dis-
placed.

Under the peace pact, both sides
agreed on a transitional government
for five years, after which the south
would vote on whether to secede.
Mr. Bashir, who is wanted by the In-
ternational Criminal Court for war
crimes related to massacres in the
Darfur region, has suggested as re-
cently as December that his govern-
ment might not recognize a vote for
secession if the southern govern-

ment didn’t campaign for unity as
well as separation.

Now that the south’s indepen-
dence appears to be a fait accompli,
however, Mr. Bashir has shifted
course and sought to allay tensions
that could lead to more unrest and
disrupt oil supplies. “Imposing unity
by force failed,” said Mr. Bashir in
his remarks. “The end result was
more hatred, more division, more
enmity.…We all are in dire need of
peace.”

Sudan is rich in oil, which comes
mainly from the south through a
pipeline to the north, where it is re-
fined and sold. The two sides cur-
rently share revenue from the
oil—now pumping at about 500,000
barrels a day—as part of the peace
agreement. Both rely heavily on oil
to fund their respective govern-
ments.

The U.S., Norway and Brit-

ain—the three Western countries
that pledged to help make the peace
accord work—have encouraged Mr.
Bashir to support the referendum.
The U.S., for example, offered to re-
move Sudan from its list of state
sponsors of terrorism, if Mr. Bashir
helped to ensure a peaceful vote.
But a top official from Mr. Bashir’s
party rejected that offer, saying that
the U.S. doesn’t have any power to
negotiate with its government.

Southerners have long been wary
of the north, which in the past has
failed to keep promises. But on
Tuesday, officials were more recep-
tive to the remarks of President
Bashir. “He said he would be the
first to recognize an independent
southern Sudan,” said Barnaba Mar-
ial Benjamin, the southern govern-
ment spokesman. “That has made
the people of southern Sudan very
happy.”

BY SARAH CHILDRESS

Sudanese President Bashir, right, is welcomed by southern leader Salva Kiir, left, in Juba on Tuesday. Mr. Bashir said he would respect the results of Sunday’s vote.

TEL AVIV—Israeli Prime Minister
Benjamin Netanyahu asked U.S.
President Barack Obama to release
Jonathan Pollard, an unusually pub-
lic request by the Israeli leader on
behalf of the former naval intelli-
gence officer, who was sentenced to
life in jail for spying for the Jewish
state.

The Israeli government has qui-
etly inquired about clemency for Mr.
Pollard in the past, and previous re-
quests have been met coolly by
Washington. Tuesday’s appeal comes
as the Obama administration and Is-
rael’s government have sparred pub-
licly for months over how to proceed
with peace talks with the Palestin-
ians.

The U.S. has generally supported
a Palestinian call for a freeze in Is-
raeli settlement building in the West

Bank and East Jerusalem. Palestin-
ian officials have refused to restart
talks until a total freeze is agreed
upon, something Mr. Netanyahu has
been unwilling to do.

In recent months, the subject of
Mr. Pollard’s possible release from a
U.S. prison has become entwined in
the public dialogue over how Israel
and Palestinian authorities might re-
engage in peace talks. Gaining Mr.
Pollard’s release would win Mr. Ne-
tanyahu political points with Israeli
hard-liners, for whom the Israeli spy
has long been a cause célèbre.

Those hard-liners are also a key
pillar in Mr. Netanyahu’s governing
coalition, and they have vehemently
opposed any concessions to the Pal-
estinians. Mr. Pollard’s release could
make it easier for Mr. Netanyahu to
make concessions, including agree-
ing to a settlement freeze.

A spokesman for the U.S. Em-

bassy in Tel Aviv said the letter had
been received and is being reviewed.

After his arrest in 1985, Mr. Pol-
lard agreed to a plea bargain, plead-
ing guilty to one count of espionage,
in the hopes of a lenient punish-
ment. Despite the deal, he was sen-
tenced in 1987 to life in jail. Israel
belatedly acknowledged that Mr.
Pollard passed information to its in-
telligence services. In his letter
Tuesday, Mr. Netanyahu acknowl-
edged Israeli regret for the episode,
which frayed U.S.-Israeli ties at the
time.

“Even though Israel was in no
way directing its intelligence efforts
against the United States, its actions
were wrong and wholly unaccept-
able,” Mr. Netanyahu wrote in the
letter. “Since Jonathan Pollard has
now spent 25 years in prison, I be-
lieve that a new request for clem-
ency is highly appropriate.”

Jonathan Pollard, in a 1998 file photo,
has been in a U.S. prison since 1987.
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Ivory Coast
dialogue
appears
to collapse

The apparent failure of West Af-
rican leaders to dislodge Ivory Coast
leader Laurent Gbagbo from power
has exposed deep differences in the
region and dimmed hopes that the
nation’s disputed election will be re-
solved through dialogue.

Representatives of the Economic
Community of West African States,
or ECOWAS, arrived Monday to tell
Mr. Gbagbo he must step down, os-
tensibly under threat of military in-
tervention.

A statement by ECOWAS Tues-
day suggested a breakthrough was
imminent, but a Western diplomat
who was briefed on the talks said no
progress had been made.

The statement said both sides in
the dispute “agreed to negotiate a
peaceful end to the crisis without
any preconditions,” and that Mr.
Gbagbo had pledged to immediately
lift his military’s blockade around
the Golf Hotel, where rival Alassane
Ouattara has been staying, pro-
tected by 800 United Nations peace-
keepers.

But the blockade remained in
place Tuesday evening. “It was a
complete failure,” the Western dip-
lomat said. “When you come in with
an ultimatum and the best thing
[Mr. Gbagbo] does is agree to lift a
hotel blockade, and he doesn’t do
that, that ain’t progress.”

The diplomat said the delega-
tion—presidents Pedro Pires of Cape
Verde, Boni Yayi of Benin, Ernest
Bai Koroma of Sierra Leone and
Raila Odinga, the Prime Minister of
Kenya—was divided over the use of
force, which was meant to be the
delegation’s key bargaining tool.

The African Union and the U.N.
declared Mr. Ouattara the winner of
a Nov. 28 presidential run-off vote.
But Mr. Gbagbo, the incumbent, says
he is the rightful winner, and has
been unmoved by economic and
travel sanctions handed down on
him and his allies by the European
Union and the U.S.

The apparent failure of the talks
is another setback for African and
Western governments hoping to
avoid a violent outcome to the polit-
ical impasse.

Members of Mr. Ouattara’s camp,
barricaded inside the hotel, were
dismissive of the ECOWAS talks.
“For President Alassane Ouattara
the negotiations have ended,” said a
spokeswoman for Mr. Ouattara. “He
accepted the second round of nego-
tiations because he’s full of respect
for his fellow heads of state. Mr.
Gbagbo shows clearly that he’s not
willing to leave.”

Foreign mediators have sought
to avoid placing the two rivals in a
power-sharing agreement similar to
those brokered in Kenya and Zimba-
bwe after violent elections.

Mr. Gbagbo’s camp, which has
been able to retain control of state
television and most of the country’s
military, was more optimistic about
the prospects of a positive outcome.

“I think during these recent ne-
gotiations we’ve been able to move
forward,” said Gnamien Yao, Mr.
Gbagbo’s diplomatic adviser.

Israeli leader asks U.S. to free spy

By Will Connors in Lagos,
Nigeria and John James in

Abidjan, Ivory Coast

Agence France-Presse/Getty Images
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States citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 01/03 USD 11.51 1.1 11.0 16.6
Am Blend Portfolio I US EQ LUX 01/03 USD 13.64 1.1 11.6 17.4
Am Growth A US EQ LUX 01/03 USD 34.09 1.2 9.1 20.3
Am Growth B US EQ LUX 01/03 USD 28.37 1.2 8.0 19.1
Am Growth I US EQ LUX 01/03 USD 38.09 1.2 10.0 21.3
Am Income A OT OT LUX 01/03 USD 8.81 0.1 10.5 17.8
Am Income A2 OT OT LUX 01/03 USD 21.07 0.1 10.7 17.8
Am Income B OT OT LUX 01/03 USD 8.81 0.1 9.8 16.9
Am Income B2 OT OT LUX 01/03 USD 18.03 0.2 9.9 17.0
Am Income I OT OT LUX 01/03 USD 8.81 0.1 11.2 18.5
Emg Mkts Debt A GL BD LUX 01/03 USD 16.48 0.4 12.6 27.4

Emg Mkts Debt A2 GL BD LUX 01/03 USD 22.66 0.5 12.7 27.5
Emg Mkts Debt B GL BD LUX 01/03 USD 16.48 0.4 11.6 26.3
Emg Mkts Debt B2 GL BD LUX 01/03 USD 21.61 0.5 11.6 26.3
Emg Mkts Debt I GL BD LUX 01/03 USD 16.48 0.4 13.2 28.1
Emg Mkts Growth A GL EQ LUX 01/03 USD 39.97 1.0 15.4 38.5
Emg Mkts Growth B GL EQ LUX 01/03 USD 33.54 1.0 14.2 37.2
Emg Mkts Growth I GL EQ LUX 01/03 USD 44.67 1.0 16.3 39.7
Eur Income A OT OT LUX 01/03 EUR 6.82 0.1 9.3 23.5
Eur Income A2 OT OT LUX 01/03 EUR 14.09 0.2 9.5 23.5
Eur Income B OT OT LUX 01/03 EUR 6.82 0.1 8.6 22.7
Eur Income B2 OT OT LUX 01/03 EUR 13.01 0.2 8.7 22.6
Eur Income I OT OT LUX 01/03 EUR 6.82 0.1 9.9 24.1
Eur Strat Value A EU EQ LUX 01/03 EUR 9.06 0.9 6.2 12.2
Eur Strat Value I EU EQ LUX 01/03 EUR 9.35 1.0 7.0 13.1
Eur Value A EU EQ LUX 01/03 EUR 9.85 0.8 7.1 14.4
Eur Value B EU EQ LUX 01/03 EUR 8.97 0.8 6.0 13.2
Eur Value I EU EQ LUX 01/03 EUR 11.46 0.8 7.9 15.2
EuroZone Strat Val AX EU EQ LUX 01/03 EUR 8.00 1.8 13.8 18.3
EuroZone Strat Val BX EU EQ LUX 01/03 EUR 7.12 1.7 12.7 17.1
EuroZone Strat Val IX EU EQ LUX 01/03 EUR 8.79 1.7 14.6 19.2
Gl Balanced (Euro) A EU BA LUX 01/03 USD 16.58 NS NS NS
Gl Balanced (Euro) B EU BA LUX 01/03 USD 16.00 NS NS NS
Gl Balanced (Euro) C EU BA LUX 01/03 USD 16.41 NS NS NS
Gl Balanced (Euro) I EU BA LUX 01/03 USD 17.01 NS NS NS
Gl Balanced A US BA LUX 01/03 USD 17.62 0.6 6.9 14.1
Gl Balanced B US BA LUX 01/03 USD 16.59 0.6 5.9 13.0
Gl Balanced I US BA LUX 01/03 USD 18.41 0.7 7.7 15.0
Gl Bond A OT OT LUX 01/03 USD 9.49 0.0 6.8 9.8
Gl Bond A2 OT OT LUX 01/03 USD 17.12 0.1 6.9 9.9
Gl Bond B OT OT LUX 01/03 USD 9.49 0.0 5.8 8.8
Gl Bond B2 OT OT LUX 01/03 USD 14.84 0.1 5.8 8.7
Gl Bond I OT OT LUX 01/03 USD 9.49 0.0 7.4 10.4

Gl Conservative A US BA LUX 01/03 USD 15.42 0.3 5.8 10.4
Gl Conservative A2 US BA LUX 01/03 USD 17.91 0.3 5.8 10.4
Gl Conservative B US BA LUX 01/03 USD 15.41 0.3 4.7 9.3
Gl Conservative B2 US BA LUX 01/03 USD 16.84 0.3 4.7 9.3
Gl Conservative I US BA LUX 01/03 USD 15.51 0.3 6.5 11.3
Gl Eq Blend A GL EQ LUX 01/03 USD 12.40 1.0 6.3 16.0
Gl Eq Blend B GL EQ LUX 01/03 USD 11.52 1.0 5.2 14.9
Gl Eq Blend I GL EQ LUX 01/03 USD 13.18 0.9 7.2 16.9
Gl Growth A GL EQ LUX 01/03 USD 45.30 0.9 8.1 16.7
Gl Growth B GL EQ LUX 01/03 USD 37.44 0.9 7.0 15.5
Gl Growth I GL EQ LUX 01/03 USD 50.71 1.0 9.0 17.6
Gl High Yield A OT OT LUX 01/03 USD 4.65 0.2 15.9 36.2
Gl High Yield A2 OT OT LUX 01/03 USD 10.74 0.3 16.0 36.3
Gl High Yield B OT OT LUX 01/03 USD 4.65 0.2 14.7 34.6
Gl High Yield B2 OT OT LUX 01/03 USD 17.10 0.3 14.9 35.0
Gl High Yield I OT OT LUX 01/03 USD 4.65 0.2 16.5 37.0
Gl Thematic Res A GL EQ LUX 01/03 USD 17.58 1.2 19.3 40.6
Gl Thematic Res B GL EQ LUX 01/03 USD 15.23 1.3 18.2 39.3
Gl Thematic Res I GL EQ LUX 01/03 USD 19.76 1.2 20.3 41.8
Gl Value A GL EQ LUX 01/03 USD 11.70 1.0 5.0 15.6
Gl Value B GL EQ LUX 01/03 USD 10.64 0.9 3.9 14.5
Gl Value I GL EQ LUX 01/03 USD 12.54 1.0 5.8 16.6
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 01/03 USD 138.54 1.1 0.8 7.9
Int'l Health Care B OT EQ LUX 01/03 USD 115.68 1.1 -0.2 6.8
Int'l Health Care I OT EQ LUX 01/03 USD 152.59 1.1 1.6 8.7
Int'l Technology A OT EQ LUX 01/03 USD 131.89 1.5 19.5 32.0

Int'l Technology B OT EQ LUX 01/03 USD 113.14 1.5 18.3 30.6
Int'l Technology I OT EQ LUX 01/03 USD 149.08 1.5 20.5 33.0
Japan Blend A JP EQ LUX 01/03 JPY 5973.00 0.0 -0.8 4.3
Japan Growth A JP EQ LUX 01/03 JPY 5619.00 0.0 -4.3 -0.6
Japan Growth I JP EQ LUX 01/03 JPY 5829.00 0.0 -3.6 0.2
Japan Strat Value A JP EQ LUX 01/03 JPY 6327.00 0.0 3.4 9.3
Japan Strat Value I JP EQ LUX 01/03 JPY 6548.00 0.0 4.2 10.2
Real Estate Sec. A OT EQ LUX 01/03 USD 16.88 1.4 17.6 25.4
Real Estate Sec. B OT EQ LUX 01/03 USD 15.27 1.4 16.4 24.2
Real Estate Sec. I OT EQ LUX 01/03 USD 18.28 1.4 18.5 26.4
Short Mat Dollar A US BD LUX 01/03 USD 7.45 0.4 5.2 8.4
Short Mat Dollar A2 US BD LUX 01/03 USD 10.30 0.4 5.2 8.4
Short Mat Dollar B US BD LUX 01/03 USD 7.45 0.4 4.7 7.9
Short Mat Dollar B2 US BD LUX 01/03 USD 10.20 0.3 4.7 7.8
Short Mat Dollar I US BD LUX 01/03 USD 7.45 0.4 5.8 9.0
US Thematic Portfolio A EUR H US EQ LUX 01/03 EUR 19.02 1.3 NS NS
US Thematic Portfolio B EUR H US EQ LUX 01/03 EUR 18.93 1.3 NS NS
US Thematic Portfolio C EUR H US EQ LUX 01/03 EUR 18.98 1.3 NS NS
US Thematic Portfolio I EUR H US EQ LUX 01/03 EUR 19.09 1.3 NS NS
US Thematic Research A US EQ LUX 01/03 USD 10.59 1.2 24.2 19.1
US Thematic Research B US EQ LUX 01/03 USD 9.65 1.3 22.9 17.9
US Thematic Research I US EQ LUX 01/03 USD 11.49 1.3 25.2 20.1

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

FUND SCORECARD
Europe Mid-Cap Equity
Funds that invest in equities of all sizes, which leads to a mid-cap profile, or focus solely on mid-caps. At
least 75% of total assets are invested in equities. Ranked on % total return (dividends reinvested) in U.S.
dollars for one year ending January 04, 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 ASN Small </td> ASN Bank N.V. EURNLD 42.42 42.42 44.97 NS

Midcap Fonds
NS Lux-Invment Investor Asset EURLUX 41.12 41.12 55.16 NS

Partners S-F S Inv Eqt A Acc Management BVBA
NS Kempen Sense Kempen Capital EURNLD 39.17 39.17 41.47 7.26

Management N.V.
NS DWS Invest DWS Investment EURLUX 0.50 37.03 33.94 NS

European Small/Mid Cap FC S.A.
NS CS EF (Lux) Credit Suisse Fund EURLUX 0.56 36.39 37.62 3.52

Small Mid Cap Europe B Management S.A.
NS Echiquier Financière de EURFRA 0.54 36.39 44.87 NS

Agenor GPF l'Echiquier
NS Schroder Schroder EURCHE 35.68 35.68 41.89 11.62

European Small Mid Cap Value Investment Management (CH) AG
NS SVM All SVM Asset GBPGBR 35.54 35.54 59.44 NS

Europe SRI Instl Management Ltd
NS BB Bellevue Asset CHFLUX 0.80 35.07 NS NS

Entrepreneur Europe B CHF Management AG
NS Kempen Kempen Capital EURNLD 34.92 34.92 44.79 6.86

European Smallcap Management N.V.
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 12/29 EUR 44.43 -25.9 -25.9 -28.5
Meriden Protective Div GL EQ AND 09/01 EUR 79.14 NS NS NS

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

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR Cls H GL OT CYM 09/30 EUR 1049.82 11.2 8.1 NS
Winton Evolution GBP Cls G GL OT CYM 09/30 GBP 1056.92 11.4 8.3 NS
Winton Evolution USD Cls F GL OT CYM 09/30 USD 1332.74 11.3 8.3 3.5
Winton Futures EUR Cls C GL OT VGB 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

European stocks rise;
BP hits six-month high

European stocks generally rose
Tuesday, led by the oil-and-gas sec-
tor after British oil giant BP soared
to a six-month high.

Sentiment was buoyant as the
Stoxx Europe 600 index made head-

way for the second
day of the new year,
rising 0.9% to
280.38.

“A foot firmly on the risk pedal
appears to be the modus operandi
for equity markets at the start of
2011,” said Lena Komileva at Tullett
Prebon.

In London, the FTSE 100 closed
at its highest since June 2008, up
1.9% to 6013.87, as traders returned
after the long New Year’s holiday
break.

BP jumped 5.9% following reports
that compensation payouts for the
Gulf oil spill may be much lower
than expected. Continued specula-
tion it is a takeover target also aided
BP.

Tullow Oil rose 3.7% and Royal
Dutch Shell gained 2.1%.

France’s CAC-40 rose 0.4% to
3916.03 but Germany’s DAX slipped
0.2% to 6975.35 after German unem-
ployment rose in December, its first
increase since June 2009.

Overall, gains on the main Euro-
pean exchanges shrank into the
close as U.S. stocks dipped. But Wall
Street inched back after minutes
from the Federal Reserve’s last

meeting showed the central bank
observed a moderate improvement
in the economy and saw no reason
to modify its major bond-buying
program. The Dow Jones Industrial
Average closed up 20.43 points, or
0.2%, at 11691.18.

U.S. Treasurys gave up early
gains; the 10-year note fell 2/32 in
price to yield 3.352%.

Stephen Pope, managing partner
at Spotlight Ideas, said he expected
the U.S. economy to “surprise to the
upside” in 2011, but noted that eco-
nomic growth in the developed
world will remain moderate com-
pared with emerging markets.

In Asia, stock markets were sup-
ported by Monday’s U.S. stock gains,
although the Sydney market was hit
by the devastating floods in the
state of Queensland. Japan’s Nikkei
Stock Average rose 1.6%, while Aus-
tralia’s S&P/ASX 200 slipped 0.1%

The euro had firmed after De-
cember inflation expectations came
in higher than expected, at 2.2%
year on year, but the dollar gained
ground later. Late afternoon in New
York, the euro was at $1.3295, down
from $1.3351 late Monday.

Gold retreated below the $1,400
mark as investors elected to lock in
recent gains. Gold for February de-
livery on the Comex division of the
New York Mercantile Exchange fell
$44.10, or 3.1%, to $1,378.50.

Light, sweet, crude for February
delivery was off Monday’s two-year
high, down $2.17, or 2.4%, to $89.38
a barrel on the New York Mercantile

Exchange.
In other stock market action:

Among financial companies, Royal
Bank of Scotland Group rose 4.1%
after it was upgraded to “outper-
form” at Exane BNP Paribas, which
said worries over Ireland’s debt cri-
sis have been overdone.

Carrefour rose 1.3% as the
French retailer was upgraded to

“buy” at Bank of America Merrill
Lynch, which said a recent selloff in
the stock went too far. Other super-
market chains also gained, with Ger-
many’s Metro up 1.5% and Tesco
rising 1.9% in London.

Ericsson dropped 3.2% after the
telecom-equipment group was
downgraded to “neutral” from “out-
perform” at Credit Suisse.

BY ANDREA TRYPHONIDES
AND SIMON KENNEDY

EUROPEAN
MARKETS

Piraeus Bank
shares fall 12%
on rights plan

ATHENS—Greece’s Piraeus Bank
on Tuesday defended its decision to
offer new shares at a deep discount
in its €807 million ($1.08 billion)
rights issue, saying such a move was
“customary” in volatile times and
that the terms were backed by a sig-
nificant percentage of shareholders.

Unhappy investors sent the stock
plunging 12% to €3.15 on Tuesday.

Piraeus said late Monday it was
offering 807 million new shares at
€1 each and at a subscription ratio
of 12 new ordinary shares for every
five existing ones. The offer is 43%
below the theoretical ex-rights
price, a figure that takes into ac-
count the impact of the new shares
once they are issued, and 72% lower
than Piraeus’s closing share price
Monday.

Analysts were expecting a sub-
scription price below €2 a share but
considered anything below €1.50 as
revealing underwriters’ concerns
about the likely appetite for the
rights issue.

“The theoretical ex-rights price
discount of 43% is what is custom-
ary in these volatile times and is
similar to the National Bank of
Greece €1.8 billion capital raising,”
said Alex Manos, managing director
of Piraeus Group.

That discount was 40% for Na-
tional Bank of Greece’s rights issue
in October and 38% for Bank of Cy-
prus’s rights offering last summer.

BY NICK SKREKAS




