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The Quirk

Hey, folks: here’s a digital
requiem for a dearly departed
salutation. Page 29

Editorial
& Opinion

Viktor Orban is showing an
unhealthy appetite for
control. Page 12

Electric cars
lie at center
of spy probe

PARIS—Three Renault SA
employees who are accused of
major ethical breaches will
face legal action by the com-
pany, for acts serious enough
to “threaten strategic assets,”
the company’s chief lawyer
said Thursday.

The breaches are appar-
ently linked to electric vehi-
cles, France’s industry minis-
ter said.

Christian Husson,
Renault’s head of legal and
ethical affairs, said an investi-
gation lasting several months
had “enabled us to identify a
body of converging evidence
demonstrating that three
group employees have com-
mitted misconduct that in-
fringes Renault’s ethics and
deliberately endangering the
company’s assets.”

The three employees, one
of whom sits on Renault’s
management committee, have
been suspended. That move,
Mr. Husson said, “is designed

to immediately protect the
strategic, intellectual and
technological assets of our
company.”

“These are serious acts
concerning people with ex-
tremely strategic positions at
the group,” Mr. Husson said in
a statement. “We are examin-
ing all legal options, which
will inevitably result in legal
actions,” he added.

People familiar with the
situation said the three em-
ployees are suspected of hav-
ing disseminated proprietary
information about Renault’s
electric vehicle projects out-
side the company.

The high-level suspensions
highlight how seriously car
makers take the risk of corpo-
rate espionage, especially as
they engage in a high-stakes
race to develop technology
that is different from tradi-
tional internal-combustion en-
gines.

“The case illustrates the
risks of industrial spying
faced by companies,” French
Industry Minister Eric Besson
told French radio station RTL
earlier Thursday.

Electric vehicles are a
promising technology since
they could reduce the depen-
dence on oil. The big problem
is the batteries on which they
run.

The first models to be sold
travel only around 90 miles
(150 kilometers) before they
need either to be recharged or
to swap their battery pack.
But even these batteries are
very expensive, making elec-
tric cars costly. Estimates of
the battery cost are in the
range of $10,000, or at least
one-third of the price of the
car.

Cheaper, longer-lasting
batteries are one of the keys
for making electric vehicles a
success; major car makers are
scrambling to improve them.

For Renault, the electric
car bet is a huge one.

Renault says that, together
with its Japanese partner Nis-
san Motor Co., it has invested
€4 billion (US$5.26 billion) in
its electric-car program and
will roll out four models over
the next year or two. The Flu-
ence compact sedan and an

Please turn to page 3

By David Pearson,
Sebastian Moffett,
and Inti Landauro

Guido Westerwelle, the embattled head of German Chancellor Angela Merkel’s junior coalition
partner, defended his leadership and party Thursday. In a party conference speech he insisted his
Free Democratic Party had helped ease taxes and create jobs. Article on page 5

Germany's Westerwelle fights back

Associated Press

Apple’s apps fight to grab tech spotlight
Apple Inc. moved to ex-

pand the market for apps and
continue to change the way
consumers buy software,
launching an App Store for its
Macintosh computers on
Thursday amid a busy week
for technology companies.

Apple’s announcement
briefly turned tech watchers’
attention away from Las Ve-
gas, where the Consumer
Electronics Show featured a
slew of announcements about
planned tablets, seen as a ma-
jor growth area for computer
makers following the success
of Apple’s iPad.

Motorola Mobility, re-

cently split off from the old
Motorola Inc., saw its shares
edge higher Thursday after
introducing a much-antici-
pated tablet product, dubbed
Xoom, based on a new version
of Google Inc.’s Android oper-
ating system, called Honey-
comb.

“While live hands-on
demos were not available of
Honeycomb or the Xoom,
both appeared to be well en-
gineered,” said Jefferies & Co.
analyst Peter Misek said in a
note.

In other announcements,
Sony Ericsson unveiled a a
new flagship device, the Xpe-

ria arc, which also marks
deeper collaboration between
the company and Sony Corp.

Meanwhile, shares in U.K.
microchip designer ARM
Holdings continued to gain
after U.S. software giant Mi-
crosoft Corp. confirmed that
the next release of its Win-
dows operating system will
work with ARM chips. Micro-
soft still plans to make ver-
sions of Windows that also
run on chips make by long-
time “Wintel” partner Intel
Corp., but the company’s ARM
efforts signals a bet on a
technology geared to smart-
phones and tablets.

The new Apple store,
which seeks to extend apps’
popularity beyond mobile de-
vices, initially contains more
than 1,000 apps for its PCs in
21 categories such as produc-
tivity, games and education,
and will include a word pro-
cessing app and presentation
software. It will also include
contributions by third-party
developers including Twitter
Inc. and design software com-
pany Autodesk Inc., which
launched both a free and paid
professional version of its
paint and drawing software
SketchBook. Rovio Mobile
Ltd. is also offering its hit An-

gry Birds game
The Mac App Store is seen

as a way by Apple to capital-
ize on the popularity of its
iPhone and iPads to sell more
computers. While Macintosh
sales have been strong—in-
creasing 22% in the quarter
ended in September—that
business has been overshad-
owed in recent years by the
faster-growing iPhone and
iPad businesses.

� Highlights from the CES
trade show ................................ 20

� Apple expands its vision for
software apps ........................... 21

� More at WSJ.com/Tech
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Brazilians
feeling heat
over the real

When President Obama vowed to
double U.S. exports by 2015, he
probably didn’t mean inflation. But
that’s what lax monetary policy is
causing to wash up on the shores of
emerging markets.

Brazil on Thursday announced
new reserve requirements targeting
local banks’ short dollar positions.
These should force some to be un-
wound, strengthening the dollar
versus the real.

It is the latest in a drip feed of
measures designed to check the Bra-
zilian real’s strength.

Like China, Brazil is in a bind.
Quantitative easing and weak eco-
nomic growth in the developed
world are driving investment dollars
toward faster-growing, higher-yield-
ing emerging markets. The weaker
dollar is also pushing up prices of
foodstuffs and raw materials, which
figure large in emerging-market in-
flation baskets.

Raising interest rates is the di-
rect way to curb inflation, but that
also attracts hot money, pushing up
the real and hurting exporters. Bra-
zil also has other reasons to resist
raising rates.

Industrial production there has
been flat since mid-2010, as Novem-
ber data, released Wednesday, con-
firmed. With real interest rates of
more than 5% already among the
highest in the world, tighter money
risks choking off economic growth.
Moreover, Brazil has a ratio of in-
vestment to gross domestic product
of just 18%, according to Lombard
Street Research, and an infrastruc-
ture-intensive Olympic Games and
World Cup tournament to host by
2016. Higher rates won’t help on
that front either.

The problem is that “attempts to
target both inflation and the ex-
change rate are basically impossible
and will eventually break down,” as
Win Thin of Brown Brothers Harri-
man says. That won’t stop central
bankers from Brasilia to Beijing
from trying, and dealing investors
chasing hot markets the occasional
nasty surprise. —Liam Denning

Amazon must fast-forward video plans
What has Netflix got that Ama-

zon.com doesn’t?
The answer certainly isn’t a more

overpriced stock or faster growth.
Amazon is trading at around 53
times 2011 consensus earnings esti-
mates, above Netflix’s still-pricey 46
times. Amazon’s 39% revenue growth
in the third quarter easily outpaced
Netflix’s 31%. But Netflix does have a
thriving DVD and streaming sub-
scription service. Its success in sign-
ing up nearly 17 million subscribers,
as of Sept. 30, has surely contributed
to the decline of the DVD-sales mar-
ket. And that is an issue for Amazon.

There is no sign Amazon has
gained much traction in the business
of selling and rental of movie down-
loads. Even so, Hollywood executives
say Amazon is trying to license con-
tent from major film studios so it can
start a Netflix-like unlimited sub-
scription service for streaming mov-
ies or TV shows. So far with limited
progress, though, as Amazon appears

unwilling to write the kind of big
check expected by studios. Already in
Britain, Amazon has a big stake in a
Netflix-like service, LoveFilm.

How important is it for Amazon
to remain strong in video? After all,
it now sells everything from refriger-
ators to paper towels as well as
books. Media accounted for only 45%
of net sales for the first nine months
of 2010, down from 54% a year ear-
lier. Morgan Stanley analyst Scott
Devitt projects a fall to 31% by 2012,
even as total sales rise to $57 billion
from an estimated $34.3 billion in
2010. Mr. Devitt estimates books ac-
count for about half of the media
revenue, with the rest from music,
video, videogames and software.

Amazon remains dominant in
books. Driven by its Kindle device, it
is thought to have the lion’s share of
the nascent e-books market, despite
competition from Apple and Barnes
& Noble. In the print-book market,
which accounts for the vast majority

of sales, its share rose to 22.5% in
2010 from 20.1% in 2009, estimates
the Institute for Publishing Research.
Given problems at Borders Group,
Amazon’s share will likely only rise.

But Amazon looks to have lost the
music battle. Despite undercutting

iTunes on price, Amazon’s share of
music downloads in the third quarter
was just 13%, compared with 66% for
Apple, NPD Group estimates. Even in-
cluding physical product—which Am-
azon sells but Apple doesn’t—Ama-
zon’s share is still only 12%,
compared with 31% for iTunes. That
is why video is important. DVDs may
remain more popular than movie
downloads or streaming for years to
come. But unlike with books, DVD
rentals are always going to be a big
part of the business—and one domi-
nated by Netflix and Coinstar’s Red-
box. One solution: Amazon could
partner with Redbox. But it is un-
clear how that helps Amazon im-
prove in digital distribution.

Given Amazon’s success else-
where, losing out in video may only
reduce its red-hot growth rate by a
few percentage points. But given its
sky-high valuation, that isn’t some-
thing investors could ignore.

—Martin Peers

Apax could lead private-equity revival
Reports of private equity’s death

may have been exaggerated. U.K.-
based buyout group Apax Partners
completed a flurry of deals in 2010,
signing eight acquisitions and exit-
ing from $6.8 billion of investments.
Now, with its current fund 65% in-
vested, it hopes to pull in as much as
€11 billion ($14.47 billion) for a new
vehicle. If successful, that would be
the largest fund raising since the
global financial crisis started and
will be a crucial test of the indus-
try’s recovery.

Apax successfully transformed it-
self during the boom from a venture-
capital pioneer into a global buyout
specialist; its current €11.2 billion
fund was Europe’s largest when it
closed in 2008. But it ran into its
share of trouble during the financial
crisis and was forced to sell a 10%
stake to sovereign-wealth funds in
2009. Problem investments included
Incisive Media and Spanish bakery
Panrico, both reclaimed by credi-
tors.

But despite these difficulties,
Apax’s 2001 and 2005 buyout funds
are showing returns of 38% and 13%,
respectively, placing them in the top
quartile for performance of similar
vintage vehicles, according to Preqin
benchmarks. Meanwhile, Apax is in

talks over a $8.5 billion acquisition
of Danish cleaning firm ISS, which
would bring its 2008 fund close to
the 75% investment mark, the trigger
to raise funds for a new vehicle.

True, Apax’s target of as much as
€11 billion could be optimistic: Many
private-equity investors remain fully
allocated to private equity, given the
lack of investment exits over the
past three years. But Apax’s ties to
sovereign-wealth funds and past
performance make it a good candi-
date to whet investors’ appetite.

For Apax, the stakes are high.
Like many buyout firms, Apax
hunkered down during the down-
turn, focusing on its existing portfo-
lio without cutting its work force. A
new €11 billion fund would bring in
roughly €220 million of management
fees on top of similar fees from its
2008 vehicle, guaranteeing its part-
ners years of comfortable living.
Failure, on the other hand, would
send shivers of fear across the in-
dustry. —Hester Plumridge

Media ogle
Share performance

Source: WSJ Market Data Group
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Drinking fancy wine is so last
decade. In today’s speculative mar-
kets, produce from the world’s
great chateaux is leaving other
“hard” assets in the dust. London’s
Liv-Ex fine wine exchange’s index
of top 50 wines rose 57% for 2010.
That easily outperformed gold’s
29.8% rise, converted from dollars
to pounds to be on an equivalent
basis with Liv-Ex’s index, or oil’s
15.1% increase, also converted to
pounds. As for equities, the FTSE
100, for instance, was up just 9%.

Liv-Ex attributes the price surge
to heavy demand from China, as
well as some other Asian countries.
Given extreme supply constraints
and a surge in the world’s mega-
rich, the fine wine 50 index is up
269% over five years.

If the market turns, investors
mightn't find the asset as liquid as
they would like. But, for now, the
lesson seems to be that those
wanting to make some greenbacks
should target reds or whites.

OVERHEARD

Apax Partners CEO Martin Halusa
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A bullish start—but it carries risks

Investors have
started the year in
a bullish mood.
Stock markets have
risen in the first
few days of trading

and bond issuance on both sides
of the Atlantic is breaking records
for the start of the year. This
bullishness reflects a combination
of ultraloose monetary policy
driving investors into riskier
assets and increasing optimism
about the global economy, fueled
by positive news this week.

In the U.S., private-sector
payrolls increased by 270,000 in
December, far ahead of
expectations, while consumer
spending is picking up and auto
sales have risen significantly. The
latest global industrial purchasing-
managers indexes—a key
barometer of economic health—
suggest the recovery picked up
speed in December, a conclusion
supported by recent surveys of
economic confidence.

Germany’s remarkable
economic performance continues
to help pull other euro-zone
countries out of recession. Asia
and other emerging markets
continue to behave as if the global
financial crisis never happened. So
what could possibly go wrong?
Here are four risks to watch out
for:

A China slowdown: China has
been the engine of the global
recovery, its economy likely to
have expanded at a breakneck 10%
in 2010. But there is now plenty of
evidence the economy may be
overheating, with inflation
running at 5%. The central bank
has already raised interest rates
by 0.25 percentage point, imposed
price controls on a range of goods,
especially food, and has placed
restrictions on bank lending. The
market now expects interest rates
to rise a further 0.75 percentage
point this year.

Some other Asian economies
have introduced capital controls to

try to prevent huge capital inflows
from driving up domestic
inflation. What’s unclear is the
effect of all this tightening on
Asian and global growth. The
market is betting that growth will
remain strong, but if inflation
proves harder to control, a bigger
slowdown could be on the cards.

A bond-market rout: Who
would want to be a central banker
right now? Headline figures show
inflation is rife in Asia and ahead
of target in the euro zone and U.K.
But how much of this is due to
one-off factors such as
commodity-price rises, sales-tax
increases and currency
devaluations that will eventually
pass through and are beyond the
control of monetary policy?

The situation is most acute in
the U.K., where a majority of
members of the Monetary Policy
Committee believe that underlying
core inflation is very weak and
that raising rates now just as
government austerity measures
are kicking in and with the
banking system still weak risks
badly damaging the recovery. But
inflation expectations are picking

up and both the Bank of England
and European Central Bank may
come under pressure to raise rates
sooner than expected. Over their
heads hangs the specter of 1994
when the U.S. Federal Reserve’s
surprise decision to raise rates
triggered a bond-market rout,
which if repeated in the current
fragile economic environment
could cause real problems for
companies and banks.

But if central banks wait too
long to raise rates, they may need
even more aggressive action to
regain control of inflation. Getting
the timing of central bank exit
strategies right will be crucial to
markets this year.

A euro-zone crisis: Spreads on
Spanish and Portuguese
government bonds have already
risen ominously in the first few
days of the year in a clear sign the
euro-zone sovereign-debt crisis is
far from over. Investors are
spooked at proposed European
rules to require bondholders to
bear the losses of failed banks.

Meanwhile, potential future
flashpoints include the substantial
redemptions of existing bonds due
in February and April, a new
round of tougher European bank
stress tests that may reveal big
capital shortfalls beyond the
ability of some governments to
fill, and the Irish elections likely in
March. No one believes the euro-
zone bailout mechanisms cobbled
together in response to the Greek
and Irish bailouts are adequate.

But much depends on whether
Europe has the political will and,
crucially, leadership to provide a
more credible long-term solution
that must involve stronger euro-
zone members taking more
responsibility for weaker
economies.

German Chancellor Angela
Merkel’s powerful New Year
affirmation of Germany’s
commitment to the euro was
encouraging, suggesting she now
recognizes the need to spell out to
her countrymen the catastrophic
consequences of allowing the euro
zone to collapse. But it may take
further hairy moments to focus
political minds.

Protectionism: Bank of
England Governor Mervyn King
warned in October of the dangers
of failing to tackle global
imbalances: without collective
action, “it will be only a matter of
time before one or more countries
resort to trade protectionism….
That could, as it did in the 1930s,
lead to a disastrous collapse in
activity around the world. Every
country would suffer ruinous
consequences—including our
own.”

Western countries with large
external deficits need to rebalance
their economies away from debt-
fueled domestic consumption in
favor of export-led growth. But
that requires surplus countries
particularly in Asia to provide a
market for these exports. So far
there’s not much sign of the
necessary rebalancing; indeed, Mr.
King’s BOE colleague Andrew
Haldane argues that global
imbalances are on track to get
much bigger as emerging-market
economies grow, savings rates rise
and global capital flows increase.

The solution is straightforward:
exchange-rate adjustments,
structural reforms to stimulate
demand in surplus countries, and
measures to boost saving in deficit
countries. Tensions over the lack
of progress simmered dangerously
in 2010 as Western countries
struggled with high
unemployment and domestic
austerity—perhaps 2011 will be
the year these tensions boil over.

A construction worker at a central Beijing site this week.
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1. A Chinese Stealth Challenge?
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Jet
3. Starbucks Drops Coffee From
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5. China, Spain Seal Deals
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1. A Chinese Stealth Challenge?
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Of a field where once
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Murmuring, I laugh
A haiku from EU President Herman
Van Rompuy amid Belgian elections

Continuing coverage

Look through photos
galleries and vote for your
favorite House of the Day
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Question of the day

Vote: Should disclosure
rules for privately held
firms be rewritten after
the deals which allowed
investors shares in
Facebook and Twitter?
Vote online today at wsj.com/polls
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Q: Has Hungary’s new
media law gone too far?

81%
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There are so many
travel awards, but
who really is best? 27

Trying to explain what
has gone wrong at
Chelsea. 28

n A Chinese firm dropped
its $1.3 billion offer for a
Dutch cable-wire maker, deal-
ing a setback to Beijing’s ef-
forts to buy European compa-
nies in key sectors and a sign
that Chinese investment in
Europe is taking on height-
ened political sensitivity. 17

n Chinese leaders are step-
ping up their courtship of
cash-strapped European
countries, but China watchers
caution that Beijing won’t
save the euro zone. 4

n Greece said it isn’t in talks
to restructure government
debt held by private bond-
holders. 4

n The Hermès clan won ap-
proval to create a holding
company to control the lux-
ury fashion house, in a defen-
sive move against LVMH. 17

n The U.S. report on last
year’s Gulf oil spill reduces
the likelihood that BP will be
found guilty of gross negli-
gence, legal experts and in-
dustry analysts said. 19

[ Agenda ]

BY SIMON NIXON

ONLINE TODAY

If central banks wait too
long to raise rates, they
may need even more
aggressive action.
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Agribusiness

n Monsanto swung to fiscal first-
quarter profit of $6 million, com-
pared with a prior-year loss of $19
million, as its seeds and genomics
business turned in sales growth of
13% and the agribusiness giant re-
covered from a sharp drop in
sales of its herbicides in the prior-
year period.

i i i

Autos

n PSA Peugeot-Citroën sold a re-
cord 3.6 million vehicles in 2010
as a boost through government in-
centives more than offset an esti-
mated 5% decline in the European
market, and Chief Executive Phil-
ippe Varin said France’s largest
car maker remains open to equity
alliances with other auto makers.

n The decision of car maker
Renault to suspend three employ-
ees, including one management
committee executive, apparently
involves spying on the company’s
electric cars program, French In-
dustry Minister Eric Besson said.

n Australians last year snapped
up increasing numbers of sport-
utility vehicles and luxury cars as
the nation’s mineral wealth and
growing economic strength sent
auto sales surging to a record
high.

n Brazilians purchased a record
number of cars in December, con-
tributing to the highest annual
sales ever in 2010 as rising wages
and consumer confidence boosted
purchases.

i i i

Aviation

n British Airways said heavy
snowfall that forced the cancella-

tion of some flights last month
will cost the airline about £50 mil-
lion ($77.6 million). BA’s group
treasurer and head of investor re-
lations George Stinnes declined to
say whether BA would seek com-
pensation from airport operator
BAA, which has been criticized by
airlines and the British govern-
ment for its actions during the pe-
riod.

n Boeing said its commercial-air-
craft deliveries declined 4.9% for
the fourth quarter and 4% for the
full year.

n Rolls-Royce Group said it has
inked a deal potentially worth
more than $5 billion to supply
Trent 900 and Trent 1000 engines
for up to 61 new wide-bodied air-
craft for British Airways.

n Airbus says Korea’s Asiana Air-
lines has placed an order for six
A380 superjumbo jets. Airbus said
Asiana—which plans to operate
the aircraft on key routes to Eu-
rope and the U.S.—has not de-
cided whether to equip its planes
with the Rolls-Royce engine or an
alternate powerplant.

i i i

Banks

n Belgian bank KBC Group
warned its fourth-quarter results
would be hit by up to €330 million
($434.1 million) in provisions
against troubled Irish loans and
“irregularities” discovered at its
KBC Lease U.K. unit.

n South Korean lending giants
Woori Finance Holdings and Hana
Financial Group said they may ac-
quire some of the troubled banks
reeling from real estate loans that
went sour, as the country’s regula-
tors consider how to prop
up the nation’s savings-bank sec-
tor.

i i i

Conglomerates

n Indonesia’s monopoly watchdog
fined Japan’s Mitsubishi and three
local companies a total of 31 bil-
lion rupiah ($3.5 million) for vio-
lating competition rules.

i i i

Construction

n U.K. construction and engi-
neering company Costain Group
was again rebuffed by potential
bid target Mouchel Group, which
said its sweetened proposal to buy
it for about £152 million ($235.8
million) wasn’t enough.

i i i

Drinks

n Constellation Brands, the
world’s biggest winemaker, said
its fiscal third-quarter profit more
than tripled to $139.3 million from
$44.1 million a year earlier, as
margins increased and fewer
charges hurt the bottom line.

i i i

Energy

n Investors in BP welcomed a U.S.
presidential commission’s report
on last year’s Gulf of Mexico oil
spill, saying it reduced the likeli-
hood that the company would be
found guilty of gross negligence.

n Austrian oil and gas company
OMV said it acquired two Tunisian
exploration and production units
from U.S.-based peer Pioneer Nat-
ural Resources for around $866
million.

i i i

Entertainment

n The U.K. government has re-
ceived around ten first round bids
for state-owned bookmaker, the

Tote, people familiar with the sit-
uation said.
n Meanwhile, the Tote itself,
which is lobbying hard against the
sale, also submitted proposals by
the Dec. 10 bid deadline arguing
that the bookmaker should be run
independently.

i i i

Fashion

n French market regulator Auto-
rité des Marchés Financiers al-
lowed the Hermès family to create
a holding company to house more
than 50% of the shares of luxury
goods company Hermès Interna-
tional without having to launch a
public tender offer for the entire
company.

i i i

Financial services

n MasterCard said it acquired the
right to put its name on the for-
mer Beijing Olympics basketball
arena, the first foreign firm to get
commercial naming rights over an
arena in China’s capital.

n Malayan Banking said it has of-
fered US$1.4 billion for Singapore
brokerage firm Kim Eng Holdings,
as Malaysia’s biggest bank by as-
sets builds its presence through-
out Southeast Asia.

n Moody’s raised its 2010 fore-
cast a second time in three
months, saying it benefited from
robust bond issuance in the fourth
quarter and accelerated comple-
tion of software projects for its
analytics customers.

i i i

Food

n Sara Lee is moving ahead with
plans to split up its meats and
coffee businesses into two sepa-
rate companies after it rejected

Brazilian beef processor JBS’s
takeover offer last month, people
familiar with the matter said.

i i i

Manufacturing

n Italian cable maker Prysmian
neared victory in a two-month old
takeover battle for Dutch peer
Draka after a Chinese rival said it
wouldn’t make an offer for Draka.
The deal would make Prysmian
the world’s largest maker of in-
dustrial cables.

i i i

Metals and mining

n India’s International Coal Ven-
tures plans to bid for developing
huge coal reserves in Mongolia’s
Tavan Tolgoi mining deposit, gov-
ernment officials and industry ex-
ecutives said.

i i i

Pharmaceuticals

n Ranbaxy Laboratories discon-
tinued a drug discovery and clini-
cal development collaboration
with Merck & Co. aimed at devel-
oping new anti-bacterial and anti-
fungal drugs, a spokesman for the
Indian drug maker said.

i i i

Services

n Recruiting company Hays re-
ported a 21% rise in net fees in its
fiscal second quarter as the global
economic recovery fueled strong
growth in its international opera-
tions, offsetting weakness in the
U.K., where its business continues
to suffer from cuts in the public
sector.

i i i

Technology

n Apple delivered on plans to
launch an App Store for its Macin-
tosh computers as it seeks to ex-
tend the popularity of the store
concept beyond its mobile devices.
The company said the new store
initially contains more than 1,000
computer apps in 21 categories,
such as productivity, games and
education.

n Social-networking company
LinkedIn, whose members include
more than 85 million business
professionals, intends to file for
an initial public offering within
months.

n Mobile phone maker Sony Eric-
sson launched its latest attempt to
grab a major share of the market
for smartphones based on the An-
droid platform, revealing a new
flagship device called the Xperia
arc.

n Taiwanese smartphone maker
HTC saw its fourth-quarter unau-
dited net profit more than double
to 14.59 billion New Taiwan dol-
lars (US$500 million) from
NT$5.53 billion a year earlier,
driven by strong growth in hand-
set shipments.

n Motorola Mobility Holdings un-
veiled its first tablet and several
smartphones as it jumps on the
4G bandwagon. The tablet, called
Xoom, runs on the latest version
of Google’s Android software.

BUSINESS WATCH

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

A man takes a picture of the damage at the Chemie-Pack chemical plant in Moerdijk, near Rotterdam, a day after a fire started in a factory that stores some
400,000 liters of carcinogenic material. Firemen were still dousing the last of the flames Thursday. Authorities said no toxic fumes were released, though they
advised people nearby not to eat garden vegetables nor let children into playgrounds as a precaution, while the soot is being analyzed for potential health hazards.

No injuries in giant chemical plant fire in the Netherlands

AFP/Getty Images
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How high-tech cars will break mold
As the auto industry faces

tougher fuel-economy standards, en-
gineers are working on longer-term
fixes for what ails today’s models:
too much weight, inefficient en-
gines, a troubled fuel source for gas-
oline-powered cars and recalcitrant
batteries in electric ones.

Here’s a look at four technolo-
gies that could make cars more en-
vironmentally friendly:

Carbon-Fiber Parts
To Trim Vehicle Weight

Cutting a car’s weight is one of
the best ways to boost fuel econ-
omy. And one way to reduce weight
is to replace some of the steel in a
car’s body with a material called
carbon fiber.

But carbon fiber is too expensive
for widespread use—it costs at least
four times as much as steel by
weight. That’s why its use has been
limited to luxury vehicles such as
the Audi R8 and racing cars, along
with some airplanes and golf clubs.

Now, researchers hope to make
automotive-grade carbon fiber using
a process similar to how knitting
yarn is created. The development
could lower the price of carbon fi-
ber by as much as 25%.

And reducing weight in one vehi-
cle part can cut weigh elsewhere by
allowing the use of lighter-weight
supporting parts.

“For every pound you take out of
a vehicle, there is usually a corre-
sponding 30% reduction in the need
for weight in other areas of the ve-
hicle,” said Jay Baron, the director
of the Center for Automotive Re-
search in Ann Arbor, Mich., who is a
materials expert.

Carbon fiber is a thin strand of
repeating carbon molecules lined up
in parallel, an arrangement that
makes them incredibly strong.
These tiny filaments are wound into
strands that are subsequently
turned into a fabric. The fabric is
then combined with a glue-like
chemical and hardened into the final
shape of a car part, such as a hood
or trunk lid.

BMW AG aims to mass-produce
a carbon fiber interior shell for its
MegaCity electric vehicle that will
lower the car’s weight by about 772
pounds, or roughly 20%.

Ultracapacitors Aim
At Batteries’ Shortfalls

The first electric vehicles now
on the road are limited by the im-
mense cost and weight of their gi-
ant battery packs, which are needed
to store huge amounts of energy.
Scientists working to improve bat-
teries face the fundamental limita-

tions of battery chemistry.
But there is another energy-stor-

age device that could radically cut
the cost of electric and hybrid vehi-
cles while improving their perform-
ance.

The device is called an ultraca-
pacitor. Related to the tiny capaci-
tors long used in electronic prod-
ucts such as TV sets, they can
absorb large amounts of electricity
quickly, and then discharge it just as
fast.

Ultracapacitors function in very
cold or very hot air without the
temperature-related problems bat-
teries can experience. They also can
be recharged millions of times be-
fore failing, compared with a few
thousand times before a battery
goes bad.

On top of that, ultracapacitors
are made of inert and abundant ma-
terials such as carbon, compared
with the rarer metals like cobalt and
lithium used in batteries. There’s
also no chance an ultracapacitor
could overheat and cause a fire, as
some batteries have done.

The devices work by capturing
electrons in a field between carbon-
coated metal plates contained in an
electrolyte solution. Batteries, in
contrast, rely on a chemical process
that builds up electrons between an
anode and cathode.

The big limitations in using ult-

racapacitors in cars have been their
cost and limited amount of energy
storage by weight compared with
batteries. But that’s changing.

Researchers believe ultracapaci-
tors could replace batteries entirely
in hybrid vehicles and be paired
with much smaller batteries in all-
electric vehicles, cutting costs while
improving the driving range.

Already, a few vehicle makers
use ultracapacitors. PSA Peugeot
Citroën SA of France has begun de-
ploying Maxwell’s ultracapacitors
instead of batteries in its diesel cars
in Europe, where they run the car’s
electronics as part of a fuel-saving
“start-stop” system that shuts off
the engine at stop lights.

Start-Ups Make
Gasoline From Wood

There are reasons why gasoline
has been the dominant motor-vehi-
cle fuel for a century: It’s packed
with energy, noncorrosive, easily
transported and readily available.

As the world looks for alterna-
tives to counteract global-warming
gasses and other pollution, as well
as boost energy security, almost all
the proposals require major
tradeoffs or an entire new infra-
structure, such as charging stations
for electric vehicles.

But what if you could make gaso-
line out of readily available plants?
Not ethanol, which requires huge
amounts of water and energy to

produce and is corrosive. Real, ac-
tual, gasoline.

It’s not science fiction. A number
of start-ups are working on technol-
ogies that produce oil substitutes or
the base products of gasoline from
wood chips or other so-called bio-
mass through a process called pyrol-
ysis.

One firm, KiOR Inc., has pledged
to build five plants in Mississippi to
create “Re-Crude,” a crude-oil sub-
stitute that can be refined into die-
sel fuel or gasoline. Another, Annel-
lotech, is working to build a
demonstration plant to make gaso-
line compounds directly from bio-
mass.

New Engine Seeks
50% Economy Boost

The auto landscape is littered
with variations on the internal com-
bustion engine that fell by the road-
side. But one is gaining notice with
its promise of a 50% boost in fuel
economy.

The technology makes what
seems like a minute change in when
the gasoline ignites inside an en-
gine. But that split-second twist has
a big impact on how efficiently the
engine operates.

Nearly every gas engine today
shoots a mist of fuel into the en-
gine’s cylinder and, as the piston
squeezes the fuel and oxygen into a
hot, high-pressure environment, a
spark is created and…KABOOM! The
piston is sent the other direction
and drives gears that eventually
move the wheels. But the explosion
actually happens a moment before
the piston comes all the way to the
top of the cylinder.

A start-up called Scuderi Group
has developed an engine that
causes combustion to occur after
the piston reaches the top of the
cylinder. That change could result
in a 50% fuel economy improvement
when the engine is paired with a
turbocharger and a small air tank,
Scuderi says.

Scuderi Group, founded by a
thermodynamics engineer and his
family, is nearly finished testing the
engine design to see how it per-
forms under thousands of scenar-
ios. The tiny company in West
Springfield, Mass., says its design
may be the fastest route for vehicle
makers to meet tough new U.S. fuel
economy standards.

Car makers must get their cor-
porate average fuel economy to 35.5
miles per gallon by 2016. To reach
that they are counting on using
high-compression engines that are
turbocharged or supercharged—two
existing ways of getting more
power out of a small, fuel-thrifty
motor.

BY MIKE RAMSEY
Pointing the way to greener cars
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Carbon fibers made like
knitting yarn could cut the
weight of body parts such
as trunk lids and roofs by
about two-thirds.

A novel engine design called
the Scuderi, which divides up
the tasks done by the
cylinders, promises to boost
fuel economy 50%.

Gasoline made from
sawdust or wood chips
offers a way to break the
grip of oil while being more
environmentally friendly.

Devices called ultracapacitors
could store power for electric
cars more cheaply than
batteries and offer longer
driving range.

Current battery technology limits the
distance electric cars such as Nissan’s
Leaf, right, can travel. However, the
development of ultracapacitors could
cut the cost and improve the
performance of such vehicles.
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Renault battles espionage
electric version of the Kangoo small
van are scheduled to go on sale later
this year.

Nissan, meantime, released its
Leaf electric car in the U.S. at the
end of last year.

Carlos Ghosn, who is CEO of both
companies, has said he believes that
electric vehicles will represent 10%
of global automobile sales in 10
years.

The case carries other business
risks for Renault. A Nissan executive
said he was angry that Renault had
allegedly leaked information, espe-

Continued from first page cially as Nissan is the source of
much of the technology for the lith-
ium-ion batteries that are being de-
veloped for electric vehicles under
the Renault-Nissan alliance.

“Whatever they leaked, it’s ours,”
said the Nissan executive, who de-
clined to be identified. “They don’t
have their own lithium-ion battery
technology. We serve all of their
battery technology needs, and we
are their supplier of battery cells
and packs.”

In a statement, Renault said its
investigation was continuing, and
that it intended to “respect and pre-

serve the identity of the three man-
agers concerned.”

The suspension could lead to dis-
ciplinary action, including dismissal,
a Renault spokeswoman said. The
employees’ contracts were sus-
pended without pay, and the three
workers were barred from entering
their workplace.

Mr. Besson, the industry minister,
said he wants companies that re-
ceive support from the government
for research and development to
strengthen their security against es-
pionage. Renault is partially owned
by the French government.A Renault Fluence Z.E. electric car at the Paris motor show in September.
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i i i

Europe

n The European Union is propos-
ing an area-wide framework for
confronting bank and investment
firm failures that includes getting
bondholders to share the burden.

n Greek Prime Minister George
Papandreou sought to allay inves-
tor concerns over the country’s
staggering debt burden, saying
the country isn’t in talks to re-
structure government debt held
by private bondholders and will
return to the bond markets this
year if conditions allow.

n China has been increasing its
holdings of European Union coun-
tries’ debt, including Spanish gov-
ernment debt, since the outbreak
of the European sovereign debt
crisis, Chinese Vice Commerce
Minister Gao Hucheng said.

n Retail sales across the euro
zone slumped unexpectedly in No-
vember as weak consumer de-
mand in debt-laden economies
such as Spain and Ireland out-
weighed strength in France and
elsewhere, official data showed.
n Separate data released by the
European Commission showed
confidence among retailers and
manufacturers rose in December,
painting a mixed outlook.

n The U.K. government’s cost-
cutting plans were dealt a blow,
as an influential parliamentary
committee said a cull of indepen-
dent agencies has been “botched”
and will fail to generate signifi-
cant savings.

n The U.K.’s dominant services
sector posted a surprise contrac-
tion in December, damaged by the
snowy weather, weak confidence
and job cuts, data showed.
n The survey also showed that
job losses increased in December,
as employers prepared for the
tough trading conditions.

n U.K. health officials told the
country’s doctors to use stock-
piled pandemic flu vaccine where
appropriate to help cope with a
shortage of seasonal flu medicine.

n Ireland’s banks could be forced
to transfer billions more euros in
healthy assets to a new National
Asset Management Agency or an
extension of the existing agency,
raising the prospect of further
discounts, the Central Bank of Ire-
land confirmed.

n Johan Vande Lanotte resigned
as mediator of talks between Bel-
gium’s two main language groups,
prolonging a deadlock that has
left the country without a govern-
ment since elections in June and
sparking fresh worries on bond
markets about the country’s abil-
ity to repay its debt.

n German manufacturing orders
rose far more sharply in Novem-
ber than expected thanks to an in-
crease in orders from beyond the
euro zone, the economics ministry
said.

n German Vice-Chancellor Guido
Westerwelle might stir up friction
in the coalition government as he
tries to rally his party’s support
after plunging polls triggered
rank-and-file calls for his resigna-
tion as chairman of the Free Dem-
ocratic Party.

n Auto makers Daimler and
Volkswagen will sign deals with

Chinese partners on the sidelines
of a meeting between German
Vice-Chancellor and Foreign Min-
ister Guido Westerwelle and Chi-
nese Vice Premier Li Keqiang on
Friday.
n In addition, shipping firm Bern-
hard Schulte and Oerlikon
Neumag Textile will sign contracts
with Chinese partners.

n French President Nicolas
Sarkozy is likely to make a pro-
vocative suggestion when he visits
U.S. President Barack Obama on
Monday: give the dollar a less
prominent role in the world econ-
omy.

n Portugal reduced the govern-
ment’s budget deficit to 7.3% of its
gross domestic product in 2010 as
planned and is confident about
achieving its 2011 debt program,
Budget Secretary Emanuel dos
Santos said.

i i i

U.S.

n The number of U.S. workers fil-
ing new claims for jobless benefits
rose slightly less than expected
last week as the labor market con-
tinued along a slow path toward
recovery. The four-week average
of new claims, which aims to
smooth volatility in the data, fell.

n President Barack Obama
named former Commerce Secre-
tary Bill Daley as his new chief of
staff. Daley, who works for banker
J.P. Morgan Chase, will be a fresh
face in a White House that has
faced criticism for being too insu-
lar.

n Treasury Secretary Timothy
Geithner sent a letter sent to all
members of Congress, saying that
the U.S. could reach its debt limit
of nearly $14.3 trillion as early as
March 31, setting up a showdown
with a new House Republican ma-

jority that first wants billions of
dollars in spending cuts.

n Secretary of Defense Robert
Gates unveiled sweeping changes
to the Pentagon’s spending priori-
ties, part of a plan to sustain the
military in what he described as
an era of “extreme fiscal duress.”

n In Maryland, authorities were
investigating reports of two explo-
sions in the mailrooms of state
government office buildings. The
Maryland Emergency Management
Agency sent out a bulletin that
two packages delivered to state
facilities had “detonated” creating
small explosions.

n Bacteria made quick work of
the tons of methane that billowed
into the Gulf of Mexico along with
oil from the Deepwater Horizon
blowout, clearing the natural gas
from the waterway within months
of its release, researchers re-
ported.

n Ireland’s government is set to
fund a $5.3 million initiative to
support a vast array of arts pro-
gramming in the U.S.—encompass-
ing 400 events in 40 states—dur-
ing 2011, the country’s minister of
culture is set to announce Friday
in New York.

i i i

Asia

n Chinese Vice Premier Li Keq-
iang, in an apparent attempt to
address concerns raised about
China’s investment climate, wrote
in an op-ed article that China will
continue to strengthen intellec-
tual-property protection and im-
prove the business environment
for foreign firms, saying they are
entitled to the same treatment as
their Chinese counterparts.

n The annual death toll from to-
bacco-related illnesses in China

could triple over the next two de-
cades, health experts warned
ahead of a deadline for the coun-
try to implement international
commitments to curb smoking
that activists say Beijing has
failed to meet.

n The U.S. government said it
has strongly protested Vietnam’s
treatment of a U.S. diplomat who
was detained and wrestled to the
ground while attempting to visit a
dissident Roman Catholic
priest—a development that could
further inflame concerns in the
U.S. about the Southeast Asian na-
tion’s human-rights record.

n India, the world’s second-larg-
est cotton producer and exporter,
marginally raised its output esti-
mate for this crop year to an all-
time high of 32.9 million bales, as
production is expected to increase
in some key growing regions, a
senior government official said.

n A highly anticipated report on
a southern Indian region’s de-
mands to create a new state called
Telangana from what is currently
Andhra Pradesh offered a range of
possible solutions but seemed un-
likely to dim the controversy that
has surrounded the issue.

n Afghan and coalition officials
are considering a plan to boost
the manpower target for Afghani-
stan’s security forces to around
400,000 soldiers and police,
roughly a 25% increase over the
current goal for the allied training
mission.

n Pakistan’s government with-
drew an increase in fuel prices
which could derail the Interna-
tional Monetary Fund’s economic
overhaul program for the country.

n Christian groups say Iranian
authorities have arrested dozens
of Christians around the country

in the two weeks since Christmas,
the latest challenge to the Mid-
east’s small but still-vibrant Chris-
tian communities.

n Iranian authorities have de-
tained a 55-year-old American
woman on spying charges, local
media reported. The state-owned
newspaper IRAN alleged the
woman had spying equipment hid-
den on her body when customs
authorities detained her in the
border town of Nordouz, 370
miles northwest of the capital
Tehran.

i i i

Africa

n A Zambian court issued arrest
warrants for two Chinese man-
agers accused of shooting at least
13 miners at a Chinese-owned coal
mine in October during a wage
protest, court officials said.

i i i

Middle East

n Anti-American cleric Moqtada
al-Sadr, one of Iraq’s most contro-
versial and powerful figures, re-
turned to Iraq on Wednesday after
operating from Iran for more than
three years, a homecoming that
promises an unwelcome new
headache for both the U.S. and
Iraqi governments.

i i i

Australia

n The floods ravaging Queensland
state have taken a toll on local
tourism, even as the industry na-
tionwide grapples with a rising
currency and higher interest rates.

WORLD WATCH

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

A Greek Orthodox priest stands next to cars overturned by residents in the town of Keratea who are protesting against the proposed building of a landfill nearby.

Protest over Greek landfill turns violent

Associated Press
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Europe’s hopeful eyes
turn to Beijing’s purse

Chinese leaders are stepping up
their courtship of cash-strapped Eu-
ropean countries such as Spain,
pledging to buy their bonds and ex-
pand business ties. Yet China watch-
ers caution that despite the warm
diplomacy, Beijing won’t save the
euro zone.

Chinese Vice Premier Li Keqiang
arrived in Berlin Thursday on the
latest stage of a European tour that
began in Madrid. While in Spain, Mr.
Li, who is widely expected to be-
come China’s next premier, signed a
string of trade and investment deals.
He also vowed that China would
continue to buy Spanish government
debt, a message welcomed by
Spain’s embattled government as a
vote of confidence in the country.

However, Chinese officials made
no commitment to lend Spain a spe-
cific amount, despite suggestions in
Spanish media that Beijing might
buy €6 billion ($7.89 billion) of
Spanish bonds.

China’s actions “frequently fall
short of the expectations raised by
their words,” London consultancy
Capital Economics said in a research
note Thursday, pointing to China’s
slow steps on other economic issues
where Europe and the U.S. want to
see Beijing take action, such as its
exchange-rate policy.

Most analysts say China is un-
likely to bail out Spain if the Euro-
pean Union can’t muster enough will
or money to save Madrid from a
debt default. “If Spain can no longer
access the bond market, will the Chi-
nese lend enough to Spain to get it
out of this crisis? I very much doubt
it,” says Katinka Barysch, deputy di-
rector of the Center for European
Reform, a London-based think tank.
“Nor would the EU want one of its
members to become beholden to
China,” she says.

The need to preserve the value of
its financial reserves sets a limit on
the amount of money that China
would be prepared to stake on lend-
ing to Spain or other struggling Eu-
ropean countries, economists say.
Many Chinese view the country’s re-

serves as a national treasure, and
the government has come under
harsh public criticism on the Inter-
net for perceived missteps in its for-
eign investments. Large-scale use of
reserves in a European crisis is
highly unlikely to appeal to Beijing.

Chinese investments in Spain,
Greece and Portugal are almost cer-
tainly a pittance compared with
China’s overall foreign-exchange
holdings, which totaled $2.65 trillion
at the end of September.

However, verbal support and lim-
ited financial backing for Europe’s
struggling economies fit neatly with
China’s interests, enabling it to help
stabilize an essential export market,
and enhance its diplomatic standing
at relatively little cost.

Visits to Europe by Chinese lead-
ers aiming to promote trade and in-
vestment ties in the past focused on
Europe’s major power centers such
as Berlin, Paris and London. But in
recent months, top officials have
also visited crisis-hit countries on
the euro zone’s periphery, with Pre-
mier Wen Jiabao visiting Greece in
October and President Hu Jintao go-
ing to Portugal in November.

“One could interpret China’s pol-
icy as: ‘We’ve got to keep these
economies going because they buy
our goods, and we need to protect
the value of our euro-denominated

holdings,’” says Vanessa Rossi, se-
nior research fellow at London think
tank Chatham House.

Since China manages the yuan’s
value primarily against the dollar,
when the euro weakens against the
U.S. currency it also falls against the
yuan, making Chinese goods more
expensive for Europeans.

China also hopes its assistance
will help it advance its own agenda
in the region. Beijing wants the EU
to formally designate China a “mar-
ket economy,” a status that would
limit the countries’ ability to pursue
trade actions against China at the
World Trade Organization. EU offi-
cials have said China doesn’t yet
meet the criteria for that.

The country is already thought to
have a substantial exposure to the
euro zone. Ms. Rossi estimates China
may hold as much as €700 billion in
euro-zone government bonds, or
nearly 10% of government debt is-
sued by the 17-nation currency bloc.

In the past, the prospect of China
investing heavily in Europe pro-
voked fears of a buildup of un-
wanted Chinese influence in the re-
gion. “Because of the crisis, China is
getting a better reception than be-
fore,” Ms. Rossi says.

By Marcus Walker in Berlin
and Jason Dean in Beijing

Spain’s King Juan Carlos, right, greets China’s Li Keqiang in Madrid Wednesday.
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China addresses
concerns raised
by foreign firms

SHANGHAI—China Vice Premier
Li Keqiang, in an apparent attempt
to address concerns raised about
China’s investment climate, wrote in
an op-ed article that coincided with
the first day of his visit to Germany
that China will continue to
strengthen intellectual-property
protection and improve the business
environment for foreign firms, say-
ing they are entitled to the same
treatment as their Chinese counter-
parts.

“China will continue to improve
foreign-business-related laws, regu-
lations and policies, and give pro-
tection to intellectual-property
rights in order to provide a level
playing field and a stable, orderly,
transparent and predictable market
environment for all players,” Mr. Li
said in the article, published in the
China Daily on Thursday.

Chinese leaders have offered re-
peated reassurance in recent
months over the country’s policies
toward foreign investors, amid com-
plaints from business groups and
executives—including prominent
German industrialists—that Beijing’s
handling of matters such as intellec-
tual-property protection, govern-
ment procurement rules and tech-
nology-transfer requirements were
putting non-Chinese firms at a dis-
advantage.

A number of foreign officials and
executives have welcomed the Chi-
nese reassurances, but said they
want to see more evidence the
promises will be implemented.

Mr. Li, who is widely expected to
succeed Wen Jiabao as China’s pre-
mier in two years, is in Germany
from Thursday to Sunday on the
second leg of a trip to Europe.

Mr. Li visited Spain earlier this
week and will visit the United King-
dom from Sunday to Wednesday.

In July, German Chancellor An-
gela Merkel said China hadn’t satis-
fied all the requirements for attain-

ing market-economy status in the
eyes of Europe, and that Beijing still
had to do more to ensure the pro-
tection of intellectual-property
rights and equal market access for
German businesses in China.

Mr. Li said China and Germany
can work together to promote bilat-
eral trade and investment and re-
solve trade frictions through consul-
tation, and that “China welcomes
the presence of more foreign invest-
ment, particularly in the areas of
modern agriculture, high and new
technology, new energy and new
materials.”

Germany’s investment in China
accounts for only 2% of its overseas
investment, and China’s investment
in Germany is a little more than $1
billion, Mr. Li said, adding that both
countries should continue to explore
new areas of cooperation such as
green technology.

To develop its services sector,
China will further open financial
and logistics services and steadily
open up education, health services
and sports to foreign investment,
Mr. Li said.

China is aiming to strengthen its
ties with the European Union, its
biggest trade partner, amid contin-
ued pressure from Washington to let
its currency, the yuan, appreciate
faster to reduce trade imbalances
with the U.S.

“We hope that the EU will relax
restrictions on high-tech exports to
China, promote the improvement of
international trade and financial re-
gime, and develop trade relations
that are balanced and sustainable,”
Mr. Li said.

Xu Xianping, the vice chairman
of the National Development and
Reform Commission, said Tuesday
the EU should relax controls on
high-tech exports to China and
quickly grant the country market-
economy status, while China should
strengthen intellectual-property
protection and improve its business
environment.

BY ESTHER FUNG

Greece seeks to soothe
investor worries on debt

PARIS—Greece’s prime minister
sought to allay investor concerns
over its debt burden, saying on
Thursday that the country isn’t in
talks to restructure government
debt held by private bondholders
and will return to the bond markets
this year if conditions allow.

In an interview, Prime Minister
George Papandreou said Greece’s
program of tough structural reforms
and fiscal austerity—as demanded
by its international lenders—would
ensure that Athens could repay its
private creditors.

“We have no such [restructuring]
talks going on. If we look at growth,
at the fiscal consolidation, the re-
forms we’re making and the fact we
have the strong backing of the [Eu-
ropean Financial Stability Facility],

we believe will have no problem in
paying back the debt,” Mr. Papan-
dreou said.

In May, Greece narrowly avoided
default with the help of a €110 bil-
lion ($145 billion) bailout from the
European Union and the Interna-
tional Monetary Fund in exchange
for imposing economic overhauls
while also cutting its budget deficit.

However, renewed jitters over
Greece’s debt burden—expected to
hit 153% of GDP by the end of
2011—combined with recent reports
that Greece was considering re-
structuring interest payments on
the debt held by private investors
have propelled yields on Greek
bonds to their highest level since
the country’s rescue.

Greece is in talks with the EU
and IMF to extend the repayment
terms of its €110 billion loan, with a
final deal expected within weeks.

BY NATHALIE BOSCHAT
AND FRANCES ROBINSON

Biggest market | Europe is now China's top trading partner, giving China a big stake in the euro-zone crisis

China trade with the U.S.China trade with the EU China trade with Japan
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THE QUIRK

Hey, folks: Here’s a digital requiem
for a dearly departed salutation
W HEN Abraham Lincoln

wrote to Ulysses S. Grant
in July 1863, after a key

victory during the Civil War, he
began his letter, “My dear Gen-
eral.”

When Giselle Barry emailed a
throng of reporters recently to tell
them about an important develop-
ment regarding her congressman
boss, she started the message,
“Hey, folks.” Like many modern
communicators, Ms. Barry, a
spokeswoman for Rep. Ed Markey,
a Massachusetts Democrat, has

nixed the salutation “dear” in her
emails.

“Dear is a bit too intimate and
connotes a personal relationship,”
she said.

Ms. Barry said she wants to
keep her business communications
with the press at “the utmost and
highest level of professionalism.”

Across the Internet the use of
dear is going the way of sealing
wax. Email has come to be viewed
as informal even when used as
formal communication, leaving
some etiquette experts appalled at
the ways professional strangers
address one another.

People who don’t start commu-
nications with dear, says business-
etiquette expert Lydia Ramsey,
“lack polish.”

“They come across as being
abrupt,” says Ms. Ramsey, who
founded a Savannah, Ga., etiquette
consultancy called Manners That
Sell.

“It sets the tone for
that business relation-
ship, and it shows re-
spect,” she says. “Email is
so impersonal it needs all
the help it can get.”

But to Kevin Caron,
the word dear seems
girlie. While he may begin
an occasional email to a
female family member
with dear, Mr. Caron, a
sculptor in Phoenix,
would never use it when writing a
man, even a client.

“Guys talking to guys—I’m
sorry, that’s against the code,”
says Mr. Caron, a 50-year-old for-
mer trucker and auto-repair-shop
worker.

Dear isn’t in Mr. Caron’s busi-
ness lexicon at all, he says. He be-
gins an email to a client with “sal-
utations” or “good morning” or
sometimes “to whom it may con-
cern.”

“I feel dear is a little intimate
for someone I don’t know,” says
Mr. Caron.

The art of proper salutations in
communications has been debated
through the centuries.

In his 11th-century “Flores
Rhetorici” (or Flowers of Rheto-
ric), the Italian cardinal Alberic of
Monte Cassino implored his stu-
dents to use this guide for a salu-
tation in letters:

“First we must consider the
identity of the sender and of the
person to whom the letter is sent;
we must consider whether he is
noble or common in rank, a friend
or an enemy, then what kind of
person he is and of what back-
ground.”

The same guidelines apply in

business email today, says Joyce
Walker, an English professor at Il-
linois State University in Normal.

Rarely would anyone use dear
when writing a friend, but it
might be appropriate when apply-
ing for a job or emailing a boss,
she says.

“How formal you are in your
email might be based more on the
actuality of the writing situation,”
Ms. Walker says.

On her blog, the author Amy
Tan has mused about
evolving salutations she
has noticed in her inbox.

“Dear Amy Tan” is
from eBay or PayPal, tell-
ing me I have either paid
for something or should
pay for it. ‘Hey Amy’ is
only from someone I
know well enough to
hug,” she wrote. “No salu-
tation is from my hus-
band, my assistant, my
friends I am in touch with

everyday. Familiarity breeds lack
of hello, hey, and dear.”

Etiquette experts, knowing that
salutations set the tone for corre-
spondences, say that dropping a
greeting and using only a name
can seem cold.

Using “hey” can seem too fa-
miliar.

Lynn Gaertner-Johnston, who
runs the Syntax Training business
writing school in Seattle, says she
tells clients they can forgo dear in
email but must keep it in business
letters.

“We don’t use dear because
someone is dear to us,” she says,
“but because we understand the
standards of business writing and
recognize the standards of intelli-
gent businesspeople.”

The Emily Post Institute says
it’s OK in general to drop dear but
advises using it in particularly
formal email.

“I don’t think it’s as important
as it used to be,” says author and
institute spokeswoman Anna Post,
the great-great granddaughter of
etiquette guru Emily Post. “You
can still certainly use it. If you
don’t know someone well, or for a
new client, I would absolutely use
dear.”

Chris Allison, a 36-year-old in-
ternational-trade analyst, says he
uses dear only when he doesn’t
mean it.

“I find that I am most likely to
start a letter with ‘dear’ exactly
when the recipient is least dear to
me, probably because I have never
met the person,” says Mr. Allison,
who lives in Washington, D.C. Oth-
erwise, he is more familiar, start-
ing an email with “Hi.”

For Hal Reiter, chairman and
chief executive of headhunter Her-
bert Mines Associates, abandoning
dear is all about speed.

If he uses the word at all when
corresponding with clients, he

drops it after the first email in the
chain.

“It has to do with how fast we
want to type and get it done,”
says Mr. Reiter, who also uses an
auto signature that automatically
types “Thanks a lot, Hal” at the
end of each email.

Some people prefer to stick to
the old niceties. Lynn Ducommun,
of Manhattan, says she usually
uses dear in her email communi-
cations. “Probably because I’m a
dinosaur, my emailing to me is
equivalent to writing a letter or a
note,” she says. She admits to
sometimes signing off with “xo,”
meaning “hugs and kisses.”

These days, even the current
Dear Abby rarely uses dear. When
writing a friend, she says, she is
more inclined to write, “Hi,
sweetie.”

“We live in an age of technol-
ogy, and things are going to
evolve, and it’s a good thing,” says
Jeanne Phillips, who writes the
advice column founded by her
mother.

It especially strikes Ms. Phillips
as being disingenuous to use dear
when writing someone you don’t
particularly like. “Sometimes it’s
polite to refrain from saying ev-
erything you’re thinking,” she
says.

BY DIONNE SEARCEY

Correspondence styles have changed since 1860, when U.S. President Abraham Lincoln addressed this letter to Mary Todd Lincoln ‘Dear Wife.’

Kevin Caron
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U.K. steps up flu-vaccine efforts
LONDON—U.K. health officials

Thursday told the country’s doctors
to use stockpiled pandemic flu vac-
cine where appropriate to help cope
with a shortage of seasonal flu med-
icine.

Interim Chief Medical Officer
Sally Davies said the move was
needed due to a “mismatch” of de-
mand for influenza vaccines and a
lack of supply in certain parts of
Britain.

“We find there is a mis-
match—that there are patients who
are not getting vaccines when they
wanted them,” Dame Sally told jour-
nalists.

“We do believe there is vaccine
in the system, but we are still en-
couraging people to come forward
and it’s important to increase the
access to vaccine.”

The government’s move comes
amid evidence that flu is spreading
across the U.K. as well as a number
of European countries. The main cir-
culating forms of influenza are the
H1N1 swine flu strain and Influenza
B.

Britain’s stockpile comprises 12.7
million doses of GlaxoSmithKline
PLC’s Pandemerix, containing only
the H1N1 strain. The seasonal flu
vaccine that is in short supply in the
U.K. contains three flu
strains—H1N1, Influenza A and B.

The jump in cases of severe in-
fluenza has put pressure on some

intensive care units in the U.K., with
such patients now occupying more
than 20% of intensive care space.

Some doctors’ surgeries in parts
of Britain are running out of flu vac-
cines, prompting Thursday’s deci-
sion to release supplies of pandemic
vaccines stockpiled last year during
the swine flu epidemic, which
turned out to be milder than many
had feared. The government says
the stockpiled vaccines are still safe
and won’t expire until late 2011.

The U.K.’s coalition government
is keen to avoid a public health cri-
sis over the issue.

“The way it works in this coun-
try is that GPs are responsible for
ordering in advance a flu vaccine,
which they did this year,” Prime
Minister David Cameron said when
asked about the subject by journal-
ists.

“Clearly those stocks are being
used up and in some places, yes
there have been some shortages,
and the Department of Health has
been looking urgently and working
hard to work out how we can help
address that issue,” he said.

Vaccine manufacturers delivered
around 14.7 million doses of sea-

sonal flu vaccine to the U.K. this
year, a similar amount to that in
each of the previous two years. Of
that total, 10% was distributed in
Scotland with the remainder ear-
marked for England, Wales and
Northern Ireland, according to the
U.K. Vaccine Industry Group, or
UVIG.

Manufacturers can’t make more
vaccine to order in time for this
winter because it takes six months
to produce.

A spokesman for Sanofi Pasteur
MSD, one of the manufacturers
within UVIG, said the company had
only “a few thousand” of one partic-
ular type of vaccine left, called In-
tanza, which was only licensed for
patients aged 60 or over. He said
stocks of other types had run out.
Sanofi Pasteur MSD is a joint ven-
ture between Sanofi Pasteur, a unit
of Sanofi-Aventis, and Merck & Co.

The situation in Britain under-
scores the need for greater efforts
to encourage vaccination, not only
for at-risk groups like very young
children and pregnant women but
also health-care workers, the Euro-
pean Society of Clinical Microbiol-
ogy and Infectious Diseases said
Thursday.

“There are concerns that what is
happening in the U.K. could be mir-
rored in other parts of Europe with
France, the Russian Federation and
Ukraine already reporting influenza
rates above their usual thresholds,”
the non-profit organization said.

BY STEN STOVALL

Interim Chief Medical Officer Sally Davies wants to increase access to vaccines.
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German coalition partner struggles
BERLIN—Guido Westerwelle, the

embattled head of German Chancel-
lor Angela Merkel’s junior coalition
partner, defended his leadership and
party Thursday, saying the Free
Democrats had helped spur the
country’s economic recovery and
acted as a bulwark against the left-
ward drift of German politics.

Mr. Westerwelle, who serves as
foreign minister and vice chancellor
under Ms. Merkel, has drawn harsh
criticism from within the pro-busi-
ness Free Democratic Party and in-
creasingly dire approval ratings af-
ter failing to follow through on a
tax-cut pledge and other campaign
promises.

The Free Democrats’ plight has
also become a headache for Ms.
Merkel ahead of a string of regional
elections in coming months. A col-
lapse in support for the party could
shift control of key states. Such an
outcome would give the opposition
a wider majority in Germany’s upper
house, which represents the coun-
try’s 16 states, further hobbling Ms.
Merkel’s legislative agenda and
weakening her coalition’s credibility.

“Even Hercules couldn’t turn ev-
erything around in a week. But
we’ve made a start,” Mr. Wester-
welle said at a party conference in
Stuttgart. “Germany is doing better
than it was before the election…and
the [Free Democrats] have done our
part.”

Critics have often branded Mr.
Westerwelle as arrogant and out of
touch, and reaction to the speech
suggested he hadn’t done as much
as his allies had hoped to improve
his image.

“No self-criticism, no new ideas,
no new vision,” wrote Roland Nelles,

Berlin bureau chief for the news
website Spiegel Online, in a com-
mentary posted after the speech.
“This was the old Westerwelle: ‘Ev-
eryone’s a fool except for me.’ ”

A weekly poll released Wednes-
day by Stern magazine showed sup-
port for the Free Democrats at just
4%, below the 5% threshold required
to hold seats in parliament and a
shadow of the nearly 15% showing
that brought the pro-business party
to power in national elections in
September 2009. Mr. Westerwelle’s
personal approval ratings are
equally dire: He garnered a 29% ap-
proval rating, a personal low that
put him last on the list of politicians
respondents were asked to rate.

The Free Democrats spent de-
cades as kingmakers to successive
coalition governments before a deci-
sive victory for left-leaning parties
in 1998 pushed them into more than
a decade of outspoken opposition to
the initiatives of center-left and
then grand coalition governments.

This was the climate in which Mr.
Westerwelle, now 49 years old, be-
came the youngest person ever to
lead his party in 2001. He helped
convert a deep current of voter dis-
satisfaction into a record showing
for the Free Democrats in the 2009
election, but has since struggled to
steer the party from a decade of ad-
versarial rhetoric back toward their
traditional role as consensus-build-
ers.

“Naturally, 11 years heading in
the wrong direction can’t be forgot-
ten in a year,” Mr. Westerwelle said
Thursday of the country’s politics
while the Free Democrats were out
of power. “But we’ve started to make
political change.”

A key stumbling bloc has been
the party’s campaign promise to
lower taxes. Ms. Merkel put the

agreement on hold last spring, as
the government became preoccupied
by the euro-zone debt crisis and
made plans to set an example for the
bloc’s weaker members by slashing
its budget over the next three years.
But key FDP leaders like Economics
Minister Rainer Brüderle continued
to call for tax cuts, opening the
party to critiques that they were in-
flexible and lacked new ideas.

Mr. Westerwelle addressed the
tax dispute carefully Thursday, say-
ing the government would simplify
the tax system in 2011 and would
pursue tax cuts “if there is room for
further tax relief through our con-
solidation policies, through good
economic development.”

BY PATRICK MCGROARTY
AND BERND RADOWITZ

FDP Chairman Guido Westerwelle
speaks at Thursday’s party meeting in
Stuttgart, Germany.
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Losing ground
The Free Democrats' popularity has fallen below the 5% threshold
needed to gain seats in Parliament.
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Worries loom
in Belgium as
official resigns

BRUSSELS—Johan Vande Lan-
otte resigned Thursday as mediator
of talks between Belgium’s two main
language groups, prolonging a dead-
lock that has left the country with-
out a government since elections in
June and sparking fresh worries on
bond markets about the country’s
ability to repay its debt.

The spread between yields on
Belgian and German bonds in-
creased Thursday to 113.3 basis
points from 100.3 basis points the
day before. However, volume was
light, and the spreads were below
highs of more than 150 basis points
in November during the worst days
of the European debt crisis.

Although Belgium’s debt-to-
gross-domestic-product ratio is
100%, behind only Greece and Italy
in the euro zone, it has so far en-
countered no problems issuing new
debt, thanks to its high domestic
savings rate and its stellar repay-
ment record.

That could change. The proposed
coalition’s failure to agree on the
key question of how devolve more
power to Belgium’s three regions
has become problematic, even by
Belgian standards. Ratings agency
Standard & Poor’s has said Belgium
could be downgraded if it can’t form
a government in coming months.

BY JOHN W. MILLER
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The third round of English
football’s FA Cup, the sport’s
oldest knockout competition, is
usually a showcase of shocking
upsets and Cinderella stories.

This is the stage when
Premier League teams enter
the tournament, meaning a
handful of the country’s
smallest clubs get a chance to
spring surprises against
illustrious opponents.

This year, however, the third
round is highlighted by an
encounter between two of this
sport’s most storied franchises
as Manchester United and
Liverpool meet at Old Trafford
on Sunday. The two most
successful clubs in the history
of English football, approach
the game with contrasting
fortunes: United is top of the
Premier League standings and
has lost just once in 30 games
this season. Liverpool has
already suffered nine defeats in
the league where it is in 12th
place.

Liverpool has also managed
just a single league win on the
road and is as long as 5/1 to
beat United. Such a scenario
looks highly unlikely and Coral’s
4/6 for a home win looks a
good price.

No club has had its name
engraved on this trophy more
than United which boasts 11
tournament wins. Sir Alex
Ferguson, the United manager,
has been at the helm for five of
those triumphs and his club is
6/1 joint-favorite with Chelsea
to be this season’s winner.

Manchester City, at 7/1, as
well as Arsenal and Tottenham,
available at 8/1 and 10/1 re-
spectively, are the other leading
contenders.

Tip of the day

5.95

Source: FIFA.com

Alex Ferguson
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Chelsea is suffering the blues
The team that is supposed to conquer all is mired in its worst run for 14 years

LONDON—Call it the decline of
the Roman empire. Eight weeks ago,
Chelsea was five points clear at the
top of the Premier League standings
and the team owned by the Russian
tycoon Roman Abramovich looked
on course to retain its title with
something to spare.

Today it stands a distant fifth,
nine points behind league-leading
Manchester United, and mired in its
worst run for 14 years, with just one
win from its past nine matches. The
reigning champion—and winner of
three league titles in the past six
years—is in the midst of a shocking
collapse.

“It’s the million-dollar ques-
tion—what has gone wrong at Chel-
sea?” said Derek Taylor, a 33-year-
old data analyst and a member of a
Chelsea fan group. “We were the
team to beat a few weeks ago, now
we’re not even contenders and it
looks like we’ll be battling Bolton
for fifth place for the rest of the
season.”

Football fans love to press the
panic button prematurely. But this
isn’t an irrational freak-out. No
team has won the Premier League
title in January, but plenty have lost
a chance to contend for one before
the Christmas decorations come
down. If Chelsea’s season isn’t com-
pletely lost, it’s at least on the prec-
ipice of irrelevance.

It’s been obvious for weeks that
Chelsea hasn’t played at a champi-
onship-caliber level, and a desperate
defeat by Wolverhampton Wander-
ers on Wednesday only served to
hammer home that point. During its
recent decline, the club has now
taken just 10 points from a possible
33 and it has won just one game in
the past two months.

There are still 17 games remain-
ing to determine its fate in the Pre-
mier League, as well as next month’s
UEFA Champions League round of 16
and Sunday’s FA Cup match against
Ipswich Town, but the biggest ques-
tion right now isn’t whether it can

contend for the Premier League title,
but whether it can crack the top five.

The most mystifying thing about
all of this isn’t simply the dismal se-
quence of results that has seen
Chelsea drop 28 points already this
season—as many as the club squan-
dered in its entire 2009-10 cam-
paign—but the fact that no one can
fathom exactly what’s wrong. Which
means it hasn’t been fixed.

“We are losing games and we
don’t always understand why,” said
Florent Malouda, the Chelsea mid-
fielder. “The standard of play has
dropped so suddenly. It’s a very
tough time for the club.”

This being England—and this be-
ing football—everyone’s got a theory.
Top teams can struggle for a number
of different reasons: Bad luck can
play its part, as can a series of un-
timely injuries. Factors such as con-
fidence, momentum and team chem-
istry are fleeting, they can disappear
as quickly as they arrive.

But some observers are starting
to ask whether Chelsea’s faltering
season is the first evidence of a
shift in the game’s foundations amid
new regulations governing the
spending of Europe’s leading foot-
ball clubs.

“The landscape of football is
changing with the new financial
rules,” said Alex Fynn, a football
consultant who advised the English
Football Association over the cre-
ation of the Premier League. “For
clubs like Chelsea, that will radically
alter the way they do business.”

UEFA’s Financial Fair Play initia-
tive, which is set to kick in from the
start of the 2013-14 season based on
financial records from 2011-12, is
aimed at ensuring clubs do not
spend more money than they gener-
ate. Only those clubs that are in the
black—or whose losses don’t exceed
$7 million—will receive a licence
permitting them to play in UEFA’s
lucrative continental competitions
like the Champions League or the
Europa League.

The result: Deep-pocketed teams
are no longer able to bludgeon the

opposition with their checkbooks.
For Chelsea, the reduced investment
has contributed to a perfect storm as
an aging squad and an unfortunate
schedule have conspired to place the
team under pressure at the most im-
portant part of the season.

In anticipation of the new regu-
lations, Chelsea trimmed roughly
£20 million ($26 million) from its
player payroll last summer by re-
leasing five highly-paid internation-
als: Michael Ballack, the Germany
midfielder; Brazilian full-back Ju-
liano Belletti; English playmaker Joe
Cole; and the Portuguese duo
Ricardo Carvalho and Deco.

Although two new players—Yossi
Benayoun and Ramires—were re-
cruited to cover the departures,
head coach Carlo Ancelotti an-
nounced that he planned to use the
opportunity to blood some of the
club’s young players. Meanwhile, the
core of the team is starting to show
its age. John Terry and Ashley Cole
each turned 30 this season, while
Frank Lampard, Didier Drogba and
Nicolas Anelka each passed that
milestone in the past two years.

The upshot is that Chelsea’s
squad now appears to be a curious
mix of creaking limbs and callow
kids, without the seasoned pros

needed to rotate the starting lineup
and keep the regular starters fresh.

“They haven’t been replaced with
the same type of players,” said John
Hollins, the former Chelsea head
coach. “There was a decision to go
for youth, but they have really stuck
their necks on the line by throwing
them in rather than giving them 10
or 15 minutes here or there.”

In fact, Chelsea has used just 21
players in its 21 league games this
season, fewer than all but two of the
Premier League’s 20 teams. By con-
trast, Manchester United has used
29, while Arsenal and Tottenham
Hotspur have used 25 and 26 play-
ers respectively.

“In the past, we had a big squad
and could rotate and put other play-
ers in,” said Mr. Terry, the Chelsea
captain. “We don’t have that now.”

The quirks of the fixture list ha-
ven’t helped either. Chelsea started
the season on a tear, brushing aside
West Bromwich Albion, Wigan Ath-
letic, Stoke City, West Ham United
and Blackpool as the club won its
first five games, scoring 21 goals
and surrendering just one.

West Brom and Wigan were both
subjected to six-goal thrashings and
conventional wisdom held that Chel-
sea was a near-indestructible ma-
chine destined to retain its title
with ease. But since then, the most
mechanical team in football hasn’t
been firing on all cylinders.

The difference is that unlike its
early opponents, which represented
a mix of the unproven, the disap-
pointing and the catastrophically
bad, the club has faced a tougher
schedule in recent weeks, including
games against title contenders Arse-
nal and Tottenham Hotspur.

Against teams who aren’t afraid
to attack, the squad’s weary bodies
and lack of depth has been exposed.

“At the beginning of the season,
we didn’t concede goals and scored
a lot,” said Petr Cech, the Chelsea
goalkeeper. “Now we’re making
wrong choices, wrong passes. We’re
not used to seeing Chelsea play the
way we are playing right now.”

BY JONATHAN CLEGG

Didier Drogba shows his frustration during Chelsea’s defeat to Wolverhampton Wanderers on Wednesday night.
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Sarkozy likely to suggest
a lesser role for dollar

PARIS—French President Nicolas
Sarkozy is likely to make a provoca-
tive suggestion when he visits U.S.
President Barack Obama on Monday:
Give the dollar a less-prominent role
in the world economy.

France has the rotating presi-
dency of the Group of 20 industrial-
ized and emerging nations this year,
and Mr. Sarkozy wants to use the
platform to urge a rethinking of the
international monetary system, with
the aim of reducing the conse-
quences of excessive currency vola-
tility on global growth.

Key to Mr. Sarkozy’s goal is re-
examining the role of the U.S. dollar
and the Chinese yuan. Last year, Mr.
Sarkozy secured a commitment from
China’s President Hu Jintao that Bei-
jing would participate in discussions
over currency issues. To get the ini-
tially reticent Chinese leader to the
table, Mr. Sarkozy sidestepped the
touchy issue of the yuan’s valuation.

On Monday, Mr. Sarkozy hopes to
snag a similar commitment from Mr.
Obama that he will participate in
multilateral currency talks. The ar-

gument Mr. Sarkozy will make is
that overdependence on the dollar
as the de facto global reserve cur-
rency leaves nations exposed to pol-
icy decisions by the U.S. Federal Re-
serve over which they don’t have
control, said an official close to the
French president.

“To talk about currencies, we
need China and we need the U.S.
around the table,” another senior
French official said.

Economists and analysts say Mr.
Sarkozy may be able to make small
changes in the international mone-
tary system by highlighting the issue
among G-20 states and by encourag-
ing greater oversight over capital
flows by the International Monetary
Fund. But they say it is highly un-
likely he will be able to budge the
dollar from its global throne.

Mr. Sarkozy believes that foster-
ing a more “multipolar” currency
system will also help address the in-
creasing thirst of fast-growing
emerging nations for reserve assets,
which the dollar alone can’t quench.

“We need to assess the relevance
of a system that is based on the ac-
cumulation of currency reserves in
U.S. dollars,” Mr. Sarkozy said at a

conference in Paris last month. The
French leader said he wouldn’t chal-
lenge the dollar’s role, “which will
no matter what remain prominent.”
But, he added, “prominent doesn’t
mean exclusive.”

A group of more than a dozen
leading international economists led
by a former French IMF chief is
working on recommendations to
turn the president’s thinking into an
actual strategy.

The U.S. view is that it is supply-
ing what the world demands; Wash-
ington sees little space for other
currencies to gain significant trac-
tion. Countries could choose another
currency to stock their reserves, but
only at a cost. And there may not be
enough supply of other currencies to
meet some countries’ needs.

Bluntly advocating a diminished
role for the dollar would be a no-go
for the U.S. administration, said Ag-
nés Benassy-Quere, director of the
Paris-based think tank CEPII. That is
why Mr. Sarkozy “has to outline the
potential benefits for the U.S. of a
world in which economic and mone-
tary powers are better aligned.”

—David Gauthier-Villars
contributed to this article.

BY NATHALIE BOSCHAT
AND IAN TALLEY

President Sarkozy, center, met with President Barack Obama and other leaders at November’s NATO summit in Lisbon.

EU eyes bondholders’ burden
BRUSSELS—The European Union

is proposing a regionwide frame-
work for confronting bank and in-
vestment-firm failures that urges
bondholders to share the burden.

The EU executive arm, the Euro-
pean Commission, Thursday re-
leased a 100-plus page consultation
paper that aims to abolish the ex-
cuse that a bank is too big to fail.
The paper, which is open to public
comments until March 3, asks
whether bank bondholders should
share in paying for future bailouts
and seeks to give greater authority
to national regulators over bank
leadership and business strategies

when a country’s economic stability
is at risk.

The goal is for key bank services,
such as withdrawing deposits and
making payments, to remain unaf-
fected in the process of winding
down a bank and for the cost of that
winding-down not to weigh on gov-
ernment budgets.

“It can be intrusive,” said an EU
official, but should be used when
“necessary, justified, proportionate
and aimed at achieving the right
outcome.”

The lack of an EU-wide game
plan and rules for engagement be-
tween countries in the case of a
bank collapse heightened the uncer-
tainty during the financial crisis.

Banks, too, were found unready to
plan for their own exits.

Officials intend to propose legis-
lation in early summer, although it
is unlikely to come into force before
2013.

EU officials acknowledge that the
legal hurdles to holding secured
bondholders responsible will likely
keep them safe. However, the rights
of unsecured bondholders are up for
debate. The officials said any rules
that are approved would affect only
new bonds. However, if bonds are
rolled over because of a creditor’s
inability to repay—as is expected to
happen in Ireland—it is possible
these bonds would be subject to the
new provisions.

BY RIVA FROYMOVICH

Reuters

In a column just
before Christmas, I
outlined some of
the dilemmas that
European leaders
had to confront in

dealing with the euro zone’s
sovereign-debt crisis in 2010. A
further related dilemma is how
much to charge cash-strapped
governments borrowing from the
European Union bailout funds.

It wasn’t much discussed
because other governments
understood that high interest
rates were the price for German
participation in the bailouts. The
government in Berlin wanted a
signal, not least to its own
population, that the bailout wasn’t
a soft option for spendthrift
governments.

The problem is that those high
interest rates—Ireland is expected
to pay just over 6% for its money
from other EU governments, and
Greece will pay similar
rates—make it so much more
difficult to bring down the overall
debt burden to levels that are
sustainable.

In Paris on Thursday, Greek
President George Papandreou
hinted he believed the interest
rates should be lowered because
Greece and its fellow troubled
governments can’t grow fast
enough to bring down their debt
burdens. “The loans themselves
should...fit better to the
characteristics of advanced
countries which cannot experience
growth rates similar to emerging
economies,” he said.

Economists at J.P. Morgan have
calculated that Greece, by paying
interest rates at current rates
from the bailout vehicles and then
being forced back prematurely to
raise funds from the capital
markets from 2013, would see its
debt pushed up to 184% of
economic output by 2020 from
141% now. Ireland’s burden would
increase to 155% from 97%. And
these percentages climb
thereafter.

How to escape the dilemma? In
a paper published last month and
explained in a conference call
Thursday, the J.P. Morgan group
describes a solution: Subsidize the
interest rate. It is, said David
Mackie, European economist at
J.P. Morgan, “the lesser of the
evils on offer.”

The economists advocate
cutting the interest rate from the
rescue funds from a margin of
3.5% over Germany’s borrowing
costs to 1%. They say access to
funds at this lower margin should
be contingent on the governments
following through on their
budget-cutting commitments.

That would put the countries
onto a potentially sustainable debt
trajectory, if they continued to
pursue budget austerity. Doing
this would be in effect a fiscal
transfer from the core of the euro
zone to Greece, Ireland, Portugal
and Spain until 2020 of €110
billion ($145 billion), just 2.5% of
the combined gross domestic
products of Germany and France.
But it would be an implicit

transfer, embedded in the
subsidized rate, rather than a
direct burden on the budgets of
the core countries.

Moreover, the economists say
subsidies would cost much less
than direct fiscal transfers from
the core governments and it
would be far less costly than a
default, which would cause huge
damage to banks across Europe.
Voluntary debt restructurings, as
envisaged for insolvent countries
in the post-2013 euro zone,
historically don’t yield big
changes to debt dynamics. In the
recent cases of Ukraine, Pakistan,
Uruguay and the Dominican
Republic, the net present value of
the debt was cut by less than 20%.

Like Mr. Papandreou, the
economists may be talking their
own book. In line with most bank
economists, they expect Portugal
to have to tap the bailout funds
soon; on Spain, they are not so
sure because of its strong
domestic investor base and
current low funding costs.

According to Pavan Wadhwa,
European rates strategist at J.P.
Morgan, the bank is short Spanish
and Portuguese bonds “in the
belly of the curve.” That means
they will profit from declines in
the price of Spanish and
Portuguese bonds maturing in two
to 10 years. The bank is also short
Belgian and French bonds, he said.

One possible reason for this
pessimism: They don’t see any
sign yet of interest from euro-
zone governments in taking up
their idea.

i i i

Some of the uncertainty in the
euro-zone government bond
markets surrounds how the
transition to the post-2013 world
of possible sovereign-debt
restructurings will occur.
“Investors are very unsure how
the current regime will transition
into the new regime, and how
decisions about private-sector
participation will be made,” the
J.P. Morgan economists say.

There is a similar transition
under consideration for the
market for European bank bonds
as part of the EU’s efforts to find
ways to remove implicit state
guarantees for failed banks.

That could imply forcing
holders of senior bonds in failed
banks to take losses when the new
bank resolution rules come into
effect in 2013 or 2014. In a
consultation paper Thursday, the
European Commission said: “It is
not envisaged to apply [debt
write-downs] to any debt
currently in issue.”

In other words, just as euro-
zone sovereign bonds currently in
existence are (supposedly) not at
risk of default; neither are senior
European bank bonds. But at some
point in 2013 and 2014 that
situation could change. Cue more
market uncertainty?

[ Brussels Beat ]

BY STEPHEN FIDLER

How much should the EU
charge bailout recipients?

The problem is that high
interest rates make it
difficult to bring down debt
to sustainable levels.
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So many travel awards, but who’s best?
Seems like everyone’s a winner—making it hard for fliers to compare airlines; how trophies boost the bottom line

The award for the best airline
in the world goes to...Singapore.
And Eithad. And Asiana. And Brit-
ish Airways, too. The best airport
in North America is Portland, Ore.,
Chicago O’Hare, Detroit and even
Atlanta. The best airline in North
America is American Airlines. No,
make that Air Canada. Or Conti-
nental, Virgin America or Alaska.

The travel world is overbooked
with awards these days, with

some two dozen organi-
zations around the
world giving out annual
awards for the “best.”
Each has different se-

lection criteria, different funding
and different judging, so they end
up with different results.

What they do have in common:
money. Though most award pro-
grams say there is no connection
between winning and paying,
many ask airlines to buy advertis-
ing, survey results or tables at
banquets, pay licensing fees to use
award logos or results, purchase
sponsorships or even provide free
tickets. So the awards doled out
to airlines, airline alliances, hotel
companies and credit-card firms
have proliferated.

“There’s tons of them and
there are probably going to be
more,” said Francis Gallagher,
publisher of Global Traveler Mag-
azine, which has been publishing
its own awards for more than 20
years. But all these awards make

it hard for travelers to objectively
compare airline service around
the world. Some awards are based
on extensive, credible surveys of
travelers or readers of travel mag-
azines, while others are based on
the ponderings of a panel of ex-
perts. Some awards companies
charge for opportunities to influ-
ence voters or even require pay-
ments from travel companies to
be included in consideration. “It’s
hard for consumers to distin-
guish,’’ said Abby Lunardini, a
spokeswoman for Virgin America
Airlines.

Virgin America has declined to
participate in contests that re-
quire up-front payments from air-
lines, she said. But the start-up
airline has won several awards for
its service and in-flight entertain-
ment and found the awards help
draw new customers. Other airline
executives say awards can be cru-
cial in building awareness in the
competitive—and confus-
ing—travel industry.

“There is a luster that pays
dividends in the marketplace for
revenue and in employment, too,”
said Gordon Bethune, the chief ex-
ecutive who led the turnaround of
Continental Airlines. Mr. Bethune
said winning J.D. Power and Asso-
ciates quality awards and “Best
Places to Work” awards became a
rallying cry, raising employee mo-
rale as well as the caliber of job
applicants.

The awards provide an adver-
tising edge, especially for lesser-

know airlines and programs.
“It’s an additional cachet,” said

Michael Blunt, spokesman for the
oneworld alliance, that is cur-
rently touting its three awards for
“best global alliance.”

But some awards aren’t exactly
free. At the World Travel Awards,
one of the biggest of the major
world-wide awards, six airlines
paid to be sponsors last year: Vir-
gin Atlantic, TAP Portugal, Turk-
ish, Air India, Caribbean and Sky.
All won awards, from Virgin At-
lantic being named best trans-At-
lantic airline and best business-
class world-wide to TAP being
named best airline to South Amer-
ica. Sponsors get the opportunity
to woo voters with their own
campaign. That means an airline,
for example, could have World
Travel Awards email its registered
users promotional materials in
hopes of improving its odds of
winning.

“They legitimately campaign to
earn more votes,” said Manon
Han, executive vice president of
World Travel Awards, a private
company whose main business is
the awards.

Six to eight award banquets
held around the world each year
generate much of the company’s
revenue, Ms. Han said. Lots of
winners, nominees and industry
executives pay to attend; resorts
pay to host the events.

Last year the company gave
out 998 World Travel Awards,
ranging from basic categories like

leading airline in the world (Ei-
thad) and leading in North Amer-
ica (American) to the obscure,
such as awards for the leading
hideaway resort in the United
Arab Emirates, the Indian Ocean’s
leading airline (Air Mauritius) and
the world’s leading ferry website
(aferry.com). World Travel Awards
said it had 184,000 voters.

SkyTrax, a market-research
firm, conducts the most extensive
survey of airline satisfaction
world-wide, conducting an online
survey with travelers that last
year counted more than 13 million
votes in its World Airline Awards.
SkyTrax contacts previous voters
and quizzes 95,000 frequent trav-
elers who agreed to be part of a
travel advisory panel. Airlines can
also encourage their customers to
vote. Votes are weighted with the
number of passengers each airline
carries so that small airlines don’t
simply get trounced by larger car-
riers, says Chief Executive Edward
Plaisted.

SkyTrax doesn’t allow sponsor-
ship of its awards, doesn’t sell ad-
vertising and doesn’t host glitzy
star-studded award ceremonies.
“We’ve resisted entering into the
money side of it,” said Mr.
Plaisted. But SkyTrax does sell its
survey data to airlines, and about
20% buy it. Buying the survey re-
sults doesn’t skew the award re-
sults more favorably, he said.

For magazines, awards bring
attention to the publication, draw
readers and generate advertising.

Condé Nast Traveler Magazine re-
corded 25,916 votes in its annual
survey last year, and Travel + Lei-
sure Magazine said it had 16,000
votes. Readers of both thought
Singapore Airlines was the best
airline in the world last year and
Virgin America was best in North
America. London-based Panacea
Publishing International (best air-
line in the world: British Airways)
has 10 Business Traveller Maga-
zine editions around the world,
and seven produce their own
awards.

Global Traveler Magazine,
which also toasted Singapore last
year and declared that Alitalia had
the best cuisine in the sky, had
more than 25,000 readers respond
to its awards survey. The Decem-
ber awards issue is the best-read
issue of the year, says Mr. Gal-
lagher, the publisher.

Advertising in the awards issue
is robust as well—the magazine
informs winners of their success
in the fall and invites them to ad-
vertise in the December issue,
where awards are unveiled. Buy-
ing an ad has no bearing on fu-
ture awards, he said. The maga-
zine also asks airlines—all
carriers, not just winners—to do-
nate tickets to a charity auction
held with its awards banquet, but
says that has no bearing as well.

“Some choose to [buy ads] and
some don’t. Most don’t, and I
wish more did,” he said. “A lot of
people win who never buy an ad.”

Global Traveler doesn’t charge
fees to winners to tout their
award, doesn’t charge winners to
attend its awards banquet and
doesn’t allow airlines to sponsor
the awards. But to try to rise
above the award mosh pit, it does
insist that its awards be listed be-
fore other surveys in any press re-
leases or ads.

The magazine tries to police
ballot-box stuffing airlines by re-
quiring that at least 50% of the
survey questions be filled out for
a ballot to be counted.

Travel companies do try to
sway results. A group of volunteer
mileage junkies last year created
the Frequent Traveler Awards as a
successor to the Freddie Awards,
which honored travel-loyalty pro-
grams. The group set up a non-
profit organization and had
996,000 votes cast from “unique”
visitors in 200 countries.

But airlines and hotel compa-
nies helped drive traffic to the on-
line voting. Marriott scored land-
slides in some categories after
blitzing customers with appeals
for votes. Other hotel chains, in-
cluding Hilton and Starwood, also
sent out voting encouragement to
customers, but not as aggressively
as Marriott, according to the
awards’ organizer Tommy Dan-
ielsen.

To level the flying field, the
group this year plans to put out
marketing “recommendations” to
competing travel companies.
“Even my mom in Norway got
three emails from Marriott last
year,” Mr. Danielsen said.

BY SCOTT MCCARTNEY

Left: A World Travel Awards 2010
gala at London’s Grosvenor House
Hotel. It’s one of six to eight awards
banquets the company holds each
year. Below, the December awards
issue of Global Traveler is the
magazine’s best-read issue.

Clockwise from bottom) Christopher Ottaunick/Global Traveler; World Travel Awards

Left, actor Terrence Howard, third from left, was at last year’s Global Traveler
ceremony in which Asiana Airlines won an award. Above, J.D. Power and
Associates posts award winners on its website, giving travel companies that do
well some valuable exposure.
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ONLINE TODAY: Hear Scott
McCartney discuss the real
winners in the travel industry
at WSJ.com/Travel

THE
MIDDLE
SEAT



Friday - Sunday, January 7 - 9, 2011 THE WALL STREET JOURNAL. 7

U.S. NEWS

Obama selects Daley
for chief of staff position

WASHINGTON—President Barack
Obama on Thursday chose William
M. Daley, a banking executive and
former Commerce secretary, to
serve as his next chief of staff,
reaching outside his tight inner cir-
cle to bring a Democratic business
voice to the top of the White House.

Mr. Daley succeeds Mr. Obama’s
first, high-profile chief of staff,
Rahm Emanuel. Like Mr. Emanuel,
Mr. Daley is a Chicagoan and is
known more as a pragmatist than
ideologue.

Mr. Daley, 62 years old, who
oversees Midwestern operations for
J.P. Morgan Chase & Co., takes the
reins from interim chief of staff Pete
Rouse, who will become a counselor
to the president.

The move was welcomed by the
business community, panned by
some liberals and met warily by la-
bor unions, which remember Mr. Da-
ley’s successful effort to push the

North American Free Trade Agree-
ment through Congress in the early
1990s.

The Daley selection brings an
outside influence to a White House
dominated by longtime aides to Mr.
Obama.

It also answers critics who say
the president needs stronger rela-
tions with a business community
that has grown increasingly un-
happy with his administration.

It is the most significant move in
a larger White House shuffle at the
midpoint of the president’s term.
Three top aides are leaving the
White House and will form the
nexus of the president’s re-election
campaign.

David Plouffe, who ran Mr.
Obama’s 2008 campaign, arrives
next week to shape the president’s
strategy and message. And a half
dozen other officials are expected to
move into new jobs as the final
staffing chart fills out over the com-
ing days and weeks.

While Messrs. Daley and Obama
both come from Chicago, they are
not personally close. However, Mr.
Daley is allied with Mr. Emanuel,
who left the chief’s job to run for
Chicago mayor, and with David Axel-
rod, Mr. Obama’s top political ad-
viser.

Thursday’s move also imports
someone who has been openly criti-
cal of Democrats for, in Mr. Daley’s
view, tacking too far to the left. In
December 2009, Mr. Daley said pub-
licly that the party must do more to
reach out to political independents
and Republicans.

The selection irritated many lib-
erals, with Moveon.org and others
issuing critical statements. It is
likely to extend the bad feelings be-
tween Mr. Obama and the political
left that reached a high point last
month when the president came to
agreement with Republican leaders
on a broad tax-cut package.

—Neil King Jr.
contributed to this article.

BY LAURA MECKLER

Banking executive William Daley was a Commerce secretary under Bill Clinton.
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Congress urged
to raise debt limit

WASHINGTON—U.S. Treasury
Secretary Timothy Geithner told
lawmakers Thursday the country
could reach its debt limit of nearly
$14.3 trillion as early as March 31,
setting up a showdown with Repub-
licans who want billions of dollars
in spending cuts before they would
vote for any increase in the limit.

Mr. Geithner, in a letter sent to
all members of Congress, warned
that failure to raise the debt limit
would precipitate a default by the
U.S. and have catastrophic economic
consequences.

Lawmakers have lifted the ceil-
ing 10 times over the past 10 years
and a Treasury official called Thurs-
day’s message routine. But with Re-
publicans, who this week took con-
trol of the House of Representatives
in Congress, eyeing a mounting bud-
get deficit, the process may be any-
thing but routine.

“The American people will not
stand for such an increase unless it
is accompanied by meaningful ac-
tion by the president and Congress
to cut spending and end the job-kill-
ing spending binge in Washington,”
Republican Speaker of the House
John Boehner said.

And House Budget Committee
Chairman Paul Ryan (R., Wis.) ex-
plicitly tied an agreement to raise
the U.S. debt limit to spending cuts.

“Do I want to see this nation de-
fault? No,” Mr. Ryan said at an
event at the National Press Club.
“But I want to make sure we get
substantial spending cuts and con-
trols in exchange for raising the
debt ceiling.”

The Treasury Department esti-
mates that the U.S. could reach its
debt limit as soon as March 31 and
probably no later than May 16. The
exact date depends on the rate of
economic growth, tax receipts and
other factors.

“This means it is necessary for

Congress to act by the end of the
first quarter of 2011,” Mr. Geithner
said.

The U.S. now has about $335 bil-
lion of headroom before it hits the
$14.29 billion ceiling set by Con-
gress in February 2010. The admin-
istration didn’t say by how much it
wanted the ceiling raised.

Deep spending cuts would delay
reaching the ceiling by no more
than two weeks. With emergency
measures—such as suspending the
sale of state and local government
series Treasurys—the Treasury
could buy roughly another eight
weeks, an official said.

The Treasury is hoping it doesn’t
get to that point. Officials also
would like to separate the debt-ceil-
ing increase from the debate on
spending, though that seems un-
likely.

“While America cannot default
on its debt, we also cannot continue
to borrow recklessly, dig ourselves
deeper into this hole, and mortgage
the future of our children and
grandchildren,” Mr. Boehner said.

The House agreed Wednesday to
change voting procedures on in-
creasing the nation’s borrowing
limit.

The new policy means that law-
makers will be forced to go on re-
cord in support of raising govern-
ment borrowing or vote “no” and
risk putting the U.S. into default.
Previously, Congress usually ap-
proved debt limits automatically as
part of the budget resolution.

Many conservative candidates
now in office ran election campaigns
criticizing their opponents for vot-
ing to lift the debt ceiling last year,
and promised to vote against an-
other increase.

House Republicans meanwhile
are targeting $60 billion in cuts to
the current year’s federal budget.

A Treasury official said that so
far investors haven’t expressed con-
cern and bond yields haven’t been
affected.

BY JEFFREY SPARSHOTT
AND MEENA THIRUVENGADAM
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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 602.00 -17.25 -2.79% 634.00 356.75
Soybeans (cents/bu.) CBOT 1378.00 -15.50 -1.11 1,409.00 871.50
Wheat (cents/bu.) CBOT 789.00 -19.25 -2.38 864.25 504.75
Live cattle (cents/lb.) CME 106.725 0.100 0.09% 108.975 88.750
Cocoa ($/ton) ICE-US 2,830 -22 -0.77 3,477 2,410
Coffee (cents/lb.) ICE-US 233.00 unch. unch. 242.25 131.40
Sugar (cents/lb.) ICE-US 30.24 -1.96 -6.09 34.77 11.90
Cotton (cents/lb.) ICE-US 141.22 -3.98 -2.74 159.12 61.89
Crude palm oil (ringgit/ton) MDEX 3,864.00 56 1.47 3,905 1,970
Cocoa (pounds/ton) LIFFE 1,924 -10 -0.52 2,322 1,610
Robusta coffee ($/ton) LIFFE 2,029 24 1.20 2,152 1,374

Copper (cents/lb.) COMEX 432.95 -7.85 -1.78 449.80 230.00
Gold ($/troy oz.) COMEX 1371.70 -2.00 -0.15 1,432.50 897.30
Silver (cents/troy oz.) COMEX 2912.60 -7.20 -0.25 3,127.50 1,475.00
Aluminum ($/ton) LME 2,479.00 28.00 1.14 2,481.50 1,857.00
Tin ($/ton) LME 26,590.00 540.00 2.07 27,325.00 14,975.00
Copper ($/ton) LME 9,571.00 137.00 1.45 9,714.50 6,120.00
Lead ($/ton) LME 2,676.00 136.00 5.35 2,676.00 1,580.00
Zinc ($/ton) LME 2,452.00 37.50 1.55 2,659.00 1,617.00
Nickel ($/ton) LME 24,855 155 0.63 27,590 17,100

Crude oil ($/bbl.) NYMEX 88.38 -1.92 -2.13 93.87 60.30
Heating oil ($/gal.) NYMEX 2.5112 -0.0310 -1.22 2.5881 1.5800
RBOB gasoline ($/gal.) NYMEX 2.4430 -0.0021 -0.09 2.4739 1.8472
Natural gas ($/mmBtu) NYMEX 4.404 -0.037 -0.83 11.610 3.854
Brent crude ($/bbl.) ICE-EU 94.37 -1.00 -1.05 133.62 58.00
Gas oil ($/ton) ICE-EU 781.50 -2.00 -0.26 800.75 625.25

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

Currencies London close on Jan. 6
Per In

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

Argentina peso-a 5.1763 0.1932 3.9713 0.2518
Brazil real 2.2041 0.4537 1.6910 0.5914
Canada dollar 1.3001 0.7692 0.9974 1.0026

1-mo. forward 1.3009 0.7687 0.9980 1.0020
3-mos. forward 1.3026 0.7677 0.9994 1.0006
6-mos. forward 1.3062 0.7656 1.0021 0.9979

Chile peso 644.88 0.001551 494.75 0.002021
Colombia peso 2432.37 0.0004111 1866.10 0.0005359
Ecuador US dollar-f 1.3035 0.7672 1 1
Mexico peso-a 15.9460 0.0627 12.2337 0.0817
Peru sol 3.6568 0.2735 2.8055 0.3564
Uruguay peso-e 26.004 0.0385 19.950 0.0501
U.S. dollar 1.3035 0.7672 1 1
Venezuela bolivar 5.60 0.178640 4.29 0.232848

ASIA-PACIFIC
Australia dollar 1.3106 0.7630 1.0055 0.9946
China yuan 8.6370 0.1158 6.6263 0.1509
Hong Kong dollar 10.1330 0.0987 7.7740 0.1286
India rupee 59.1115 0.0169 45.3500 0.0221
Indonesia rupiah 11728 0.0000853 8998 0.0001111
Japan yen 108.50 0.009217 83.24 0.012013

1-mo. forward 108.47 0.009219 83.21 0.012017
3-mos. forward 108.40 0.009225 83.17 0.012024
6-mos. forward 108.26 0.009237 83.06 0.012040

Malaysia ringgit-c 4.0035 0.2498 3.0715 0.3256
New Zealand dollar 1.7245 0.5799 1.3230 0.7559
Pakistan rupee 111.901 0.0089 85.850 0.0116
Philippines peso 57.254 0.0175 43.925 0.0228
Singapore dollar 1.6873 0.5927 1.2945 0.7725
South Korea won 1462.73 0.0006837 1122.20 0.0008911
Taiwan dollar 38.155 0.02621 29.273 0.03416
Thailand baht 39.410 0.02537 30.235 0.03307

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

Euro zone euro 1 1 0.7672 1.3035
1-mo. forward 1.0001 0.9999 0.7673 1.3033
3-mos. forward 1.0005 0.9995 0.7676 1.3028
6-mos. forward 1.0013 0.9987 0.7682 1.3018

Czech Rep. koruna-b 24.610 0.0406 18.881 0.0530
Denmark krone 7.4525 0.1342 5.7175 0.1749
Hungary forint 276.28 0.003620 211.96 0.004718
Norway krone 7.7645 0.1288 5.9569 0.1679
Poland zloty 3.8624 0.2589 2.9633 0.3375
Russia ruble-d 40.032 0.02498 30.713 0.03256
Sweden krona 8.9443 0.1118 6.8621 0.1457
Switzerland franc 1.2570 0.7955 0.9644 1.0369

1-mo. forward 1.2567 0.7957 0.9641 1.0372
3-mos. forward 1.2559 0.7962 0.9636 1.0378
6-mos. forward 1.2546 0.7971 0.9625 1.0390

Turkey lira 2.0214 0.4947 1.5508 0.6448
U.K. pound 0.8421 1.1875 0.6461 1.5478

1-mo. forward 0.8423 1.1872 0.6462 1.5474
3-mos. forward 0.8428 1.1866 0.6466 1.5466
6-mos. forward 0.8437 1.1852 0.6473 1.5449

MIDDLE EAST/AFRICA
Bahrain dinar 0.4914 2.0350 0.3770 2.6525
Egypt pound-a 7.5599 0.1323 5.8000 0.1724
Israel shekel 4.6507 0.2150 3.5680 0.2803
Jordan dinar 0.9225 1.0840 0.7078 1.4129
Kuwait dinar 0.3677 2.7196 0.2821 3.5448
Lebanon pound 1955.83 0.0005113 1500.50 0.0006665
Saudi Arabia riyal 4.8881 0.2046 3.7501 0.2667
South Africa rand 8.8654 0.1128 6.8015 0.1470
United Arab dirham 4.7875 0.2089 3.6730 0.2723

SDR -f 0.8510 1.1751 0.6529 1.5317

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 600 281.49 1.01 0.36% 2.1% 9.1%

14 Stoxx Europe 50 2653.43 11.72 0.44 2.6 1.4

27 Euro Zone Euro Stoxx 278.00 0.25 0.09 1.3 -0.9

13 Euro Stoxx 50 2836.23 2.49 0.09 1.6 -5.7

15 Austria ATX 2879.93 Closed -0.8 11.2

10 Belgium Bel-20 2625.44 -6.13 -0.23% 1.8 1.3

12 Czech Republic PX 1253.1 10.5 0.85 2.3 8.7

23 Denmark OMX Copenhagen 438.32 2.29 0.53 2.6 33.2

15 Finland OMX Helsinki 7773.79 Closed 1.5 16.6

13 France CAC-40 3904.42 -0.19 unch. 2.6 -3.0

14 Germany DAX 6981.39 41.57 0.60 1.0 16.0

... Hungary BUX 22446.78 329.19 1.49 5.3 2.2

12 Ireland ISEQ 2865.83 -4.01 -0.14 -0.7 -6.7

12 Italy FTSE MIB 20637.39 85.81 0.42 2.3 -13.0

10 Netherlands AEX 356.89 -0.39 -0.11 0.7 4.8

11 Norway All-Shares 487.40 0.39 0.08 0.2 13.4

17 Poland WIG 47075.74 Closed -0.9 15.3

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

5 Portugal PSI 20 7634.82 -93.60 -1.21 0.6 -12.9

... Russia RTSI 1770.28 Closed ... 22.5

8 Spain IBEX 35 9702.7 -98.7 -1.01% -1.6% -20.2

15 Sweden OMX Stockholm 369.36 Closed 0.2 20.6

14 Switzerland SMI 6532.84 13.59 0.21% 1.5 -0.3

11 Turkey ISE National 100 69311.23 482.27 0.70 5.0 26.1

13 U.K. FTSE 100 6019.51 -24.35 -0.40 2.0 8.9

17 ASIA-PACIFIC DJ Asia-Pacific 142.85 0.86 0.61 0.2 13.3

... Australia SPX/ASX 200 4724.98 10.05 0.21 -0.4 -3.6

... China CBN 600 26936.39 -142.48 -0.53 0.9 -4.9

14 Hong Kong Hang Seng 23786.30 28.48 0.12 3.3 6.8

20 India Sensex 20184.74 -116.36 -0.57 -1.6 14.6

... Japan Nikkei Stock Average 10529.76 148.99 1.44 2.9 -1.4

... Singapore Straits Times 3279.70 25.45 0.78 2.8 12.6

11 South Korea Kospi 2077.61 -4.94 -0.24 1.3 23.4

18 AMERICAS DJ Americas 344.34 -0.72 -0.21 1.0 13.5

... Brazil Bovespa 70733.63 -357.40 -0.50 2.1 0.1

18 Mexico IPC 38624.48 -71.76 -0.19 0.2 17.2

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

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

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

Australia 1.0055 1.5563 1.0426 0.1465 0.0327 0.1688 0.0121 0.2818 1.3106 0.1759 1.0081 ...

Canada 0.9974 1.5438 1.0342 0.1454 0.0325 0.1674 0.0120 0.2795 1.3001 0.1744 ... 0.9920

Denmark 5.7175 8.8495 5.9286 0.8332 0.1862 0.9598 0.0687 1.6024 7.4525 ... 5.7324 5.6863

Euro 0.7672 1.1875 0.7955 0.1118 0.0250 0.1288 0.0092 0.2150 ... 0.1342 0.7692 0.7630

Israel 3.5680 5.5226 3.6997 0.5200 0.1162 0.5990 0.0429 ... 4.6507 0.6240 3.5773 3.5486

Japan 83.2400 128.8389 86.3127 12.1305 2.7103 13.9737 ... 23.3296 108.4992 14.5588 83.4570 82.7863

Norway 5.9569 9.2201 6.1768 0.8681 0.1940 ... 0.0716 1.6695 7.7645 1.0419 5.9724 5.9244

Russia 30.7125 47.5368 31.8462 4.4757 ... 5.1558 0.3690 8.6078 40.0322 5.3717 30.7926 30.5451

Sweden 6.8621 10.6211 7.1154 ... 0.2234 1.1519 0.0824 1.9232 8.9443 1.2002 6.8799 6.8247

Switzerland 0.9644 1.4927 ... 0.1405 0.0314 0.1619 0.0116 0.2703 1.2570 0.1687 0.9669 0.9591

U.K. 0.6461 ... 0.6699 0.0942 0.0210 0.1085 0.0078 0.1811 0.8421 0.1130 0.6478 0.6426

U.S. ... 1.5478 1.0369 0.1457 0.0326 0.1679 0.0120 0.2803 1.3035 0.1749 1.0026 0.9945

Source: Thomson Reuters via WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of January 06, 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* 332.15 0.33% ... 10.9%

2.40 16 World (Developed Markets) 1,285.14 0.32 ... 10.0

2.20 16 World ex-EMU 154.80 0.10 ... 13.3

2.30 16 World ex-UK 1,283.87 0.32 ... 10.4

2.90 15 EAFE 1,647.73 1.28 ... 4.2

2.10 14 Emerging Markets (EM) 1,160.98 0.35 ... 17.3

3.10 14 EUROPE 97.03 0.05 ... 9.9

3.50 13 EMU 166.66 1.78 ... -7.6

3.20 13 Europe ex-UK 103.36 -0.42 ... 6.9

4.20 11 Europe Value 102.25 0.20 ... 2.8

2.10 19 Europe Growth 89.06 -0.10 ... 16.9

2.00 25 Europe Small Cap 201.84 -0.22 ... 28.4

1.90 9 EM Europe 349.71 1.11 ... 25.5

3.00 17 UK 1,787.43 0.52 ... 11.2

2.50 16 Nordic Countries 181.00 -0.21 ... 32.8

1.50 8 Russia 884.04 -0.04 ... 18.4

2.20 18 South Africa 826.79 -0.83 ... 16.9

2.60 16 AC ASIA PACIFIC EX-JAPAN 480.09 0.73 ... 15.3

2.00 16 Japan 569.08 -0.07 ... 0.1

2.20 14 China 68.25 -0.06 ... 5.3

0.90 22 India 804.54 -1.08 ... 13.8

1.10 12 Korea 597.65 -0.08 ... 24.3

3.20 16 Taiwan 313.55 -1.89 ... 6.0

1.70 17 US BROAD MARKET 1,444.53 -0.56 ... 16.8

1.20 31 US Small Cap 2,138.76 -1.04 ... 28.0

2.30 15 EM LATIN AMERICA 4,671.69 -0.69 ... 13.5

*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 2617.37 -0.09% 10.4%

1.88 15 Global Dow 1519.80 0.77% 14.2% 2103.98 -0.06 4.0

2.17 15 Global Titans 50 183.60 0.62 11.8 178.75 -0.22 1.7

2.53 16 Europe TSM 2724.14 -0.48 0.1

2.10 18 Developed Markets TSM 2526.74 -0.03 9.8

2.03 12 Emerging Markets TSM 4799.04 -0.62 14.9

2.62 20 Africa 50 1012.60 1.01 31.9 837.81 0.18 20.0

2.53 13 BRIC 50 526.60 0.09 17.3 654.40 -0.74 6.8

2.72 18 GCC 40 656.60 0.68 32.3 543.25 -0.16 20.4

1.72 20 U.S. TSM 13312.26 -0.08 14.1

2.74 30 Kuwait Titans 30 -c 233.34 -0.60 22.6

1.21 RusIndex Titans 10 -c 4249.90 0.96 30.1 7051.32 0.32 21.8

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

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

1.85% 11 Turkey Titans 20 -c 708.20 1.33% 31.6% 822.20 0.56% 26.2%

5.43 13 Global Select Div -d 191.10 0.42 14.5 213.23 -0.42 4.2

6.26 11 Asia/Pacific Select Div -d 292.42 0.02 7.5

4.03 14 U.S. Select Dividend -d 359.51 -0.18 12.7

1.48 20 Islamic Market 2231.20 -0.08 10.6

1.82 15 Islamic Market 100 2020.40 0.87 15.2 2253.92 0.03 4.8

2.80 13 Islamic Turkey -c 1868.80 0.62 23.4 3724.65 -0.14 18.3

2.36 15 Sustainability 953.10 0.61 12.1 1048.98 -0.22 2.0

3.23 21 Brookfield Infrastructure 1812.10 0.39 21.3 2252.10 -0.44 10.4

0.96 22 Luxury 1338.20 0.83 48.6 1478.87 -0.01 35.2

2.67 21 UAE Select Index 252.29 1.25 -11.0

DJ-UBS Commodity 168.90 0.29 23.0 159.85 -0.55 11.9

*Fundamentals are based on data in U.S. dollar. Footnotes: a-in US dollar. b-dividends reinvested. c-in local currency. Note:All data as of 2 p.m.ET. Source: DowJones Indexes

GLOBAL MARKETS LINEUP
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Microbes gobbled up the methane
from the Gulf oil spill, study says

Bacteria made quick work of the
tons of methane that billowed into
the Gulf of Mexico along with oil
from the Deepwater Horizon blow-
out, clearing the natural gas from
the waterway within months of its
release, researchers reported Friday.

The federally funded field study,
published online in the journal Sci-
ence, offers peer-reviewed evidence
that naturally occurring microbes in
the Gulf devoured significant
amounts of toxic chemicals in natu-
ral gas and oil spewing from the
seafloor, which researchers had
thought would persist in the re-
gion’s water chemistry for years.

“Within a matter of months, the
bacteria completely removed that
methane,” said microbiologist David
Valentine at the University of Cali-
fornia at Santa Barbara. “The bacte-
ria kicked on more effectively than
we expected,” he said.

Dr. Valentine was part of a re-
search team that tested samples
from more than 200 locations
across 38,000 square miles of the
Gulf during three research cruises
between August and October, after
the well was shut down last year.

The fate of the methane is only
one aspect of the environmental im-
pact on the Gulf of the massive spill.
All told, scientists estimate that
200,000 tons or more of methane
bubbled from the damaged BP PLC
well—about 20% of the hydrocar-
bons released during the
spill—along with about 4.4 million
barrels of petroleum.

The crude oil settled on the seaf-
loor as sludge within a mile or so of
the damaged drill head, floated to
the surface, washed ashore or was
diluted by chemical dispersants dis-
solved into the seawater.

In a report last month, federal
officials managing the cleanup ef-
fort said there was no longer any
significant oil from the spill left off-
shore and no evidence of chemical
dispersants in the water that ex-
ceeded federal safety standards.
Most state and federal fisheries in
the Gulf have reopened.

David Rainey, a vice president of
science, technology, environment
and regulatory affairs for BP’s Gulf
Coast Restoration Organization,
which had no role in the new study,
called the methane findings “very
good news for the Gulf of Mexico.”

The report stirred disbelief
among several microbiologists
studying the aftermath of the 87-
day oil and gas leak. “I think they
are jumping to a conclusion,” said
University of Georgia microbiologist
Samantha Joye, who has been ana-
lyzing methane from the damaged
wellhead independently.

“It would take a superhuman mi-

crobe to do what they are claiming,”
she said.

But Robert Haddad, head of the
damage-assessment effort at the
National Oceanic and Atmospheric
Administration, said, “The data
they’ve collected on the methane
plume is consistent with what we’ve
seen.”

Early tests conducted by re-
searchers at Texas A&M University
around the damaged wellhead
showed that little of the methane
gas ever reached the surface.

The scientists determined that
almost all of it had been trapped in
a plume of microscopic oil droplets
in a layer of water between 2,600
feet and 3,900 feet deep. The mea-
surements the scientists made in
June showed that methane levels in
the water were tens of thousands of
times higher than normal.

Now it is nowhere to be found.
“We were shocked,” said chemi-

cal oceanographer John Kessler at
Texas A&M, who was the lead au-
thor of the Science study. “We
thought the methane would be
around for years.”

By comparing water samples
from their Gulf cruises, Dr. Kessler
and his colleagues found a telltale
drop in the amount of oxygen left in
the water that appeared to equal the
amount needed for microbes to me-
tabolize so much methane. In addi-
tion, genetic tests revealed rela-
tively high levels of microbes known
to consume methane.

“This is very compelling evi-

dence that the methane had been
consumed,” said geo-microbiologist
Antje Boetius at the Max Planck In-
stitute for Marine Biology in Bre-
men, Germany, an expert on meth-
ane microbes who wasn’t involved
in the study.

The new research offered a
glimpse into the remarkable abili-
ties of an obscure family of mi-
crobes that dwell in the depths of
the Gulf and along almost every
continental margin around the
world.

If borne out by additional re-
search, the ability of ocean microbes
to absorb such large releases of
methane so rapidly also has implica-
tions for the study of global warm-

ing and the potential for cata-
strophic climate changes, the
researchers said. Methane is a
greenhouse gas 24 times more po-
tent than carbon dioxide, and these
bacteria may help prevent large nat-
ural leaks of methane, which is
cached in vast reservoirs beneath
the seafloor, from ever reaching the
surface where it could affect tem-
peratures.

“They showed that, even when
there is a massive release of meth-
ane, the ocean can compensate,”
said microbiologist Terry Hazen at
the Lawrence Livermore National
Laboratory, who has long champi-
oned the use of methane-oxidizing
microbes to biodegrade oil spills.

BY ROBERT LEE HOTZ

The National Oceanic and
Atmospheric Administration deploys
the CTD Rosette system for collecting
water-column samples in the Gulf.
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Efforts stall
to overhaul
crumbling
river locks

BELLE VERNON, Pa.—Barges
piled high with coal float smoothly
down the lower Monongahela River
here—until they reach the 75-year-
old Charleroi Locks and Dam, where
many get waylaid at the gate.

The lone functioning lock is set in
crumbling concrete. Pieces of steel
hang loose, threatening to gouge
barges as they pass. Part of the river
is blocked by construction. For barge
operators, Charleroi is a choke point
on the river.

“You can be here for two hours up
to 12 hours—that’s right out of my
pocket,” said Michael Somales, gen-
eral manager of river operations for
Consol Energy Inc., a Pennsylvania
company that carries coal from Appa-
lachia downriver to power plants
along the Ohio River Valley.

In 1994, when the Army Corps of
Engineers started a project to replace
two aging locks at Charleroi, comple-
tion was expected by 2004. Now, the
work is estimated to drag on until
2023, according to the Corps, which
blames insufficient funding and de-
sign complications.

The problems at this aging and
deteriorating lock some 50 kilometers
southeast of Pittsburgh are typical of
much of the nation’s waterway infra-
structure, which hampers U.S. ship-
pers and the economy as a whole.

The Obama administration, pro-
moting water transport as a cheaper
and energy-saving alternative to
trucks and rail, issued $68.2 million
in grants in fiscal 2010 to ports and
local governments to buy barges and
build infrastructure to move cargo by
water. But the Corps, which main-
tains 19,000 kilometers of waterways
and 241 locks that move one-sixth of
the nation’s freight, says 54% of those
locks are 50 years old or more. And
36% of the locks, which allow boats
and barges to pass from one water
level to another along a river or a ca-
nal, are more than 70 years old.

“Things could snap at any mo-
ment—that’s what keeps you up at
night,” said Col. William Graham,
commander of the Pittsburgh district
for the Corps. The failure of many
locks at once would create an “eco-
nomic disaster,” causing coal, grain
fertilizer, and other goods shipped by
water to spike in price, he said.

Some 60% of U.S. grain exports
and 20% of coal used for electricity
generation is moved by barge, ac-
cording to Waterways Council, an in-
dustry group.

Waterways infrastructure is
funded by both the barge and towing
industry and the federal government.
The industry pays a fuel tax into a
trust fund for waterways construc-
tion, and the cost of projects is gener-
ally split 50-50 with the government.

But many projects authorized for
funds by Congress don’t receive
enough federal money each year to
remain on schedule, said Jeanine
Hoey, a chief of the Corps’ engineer-
ing division.

Piecemeal funding accounted for a
third of cost overruns on projects, ac-
cording to a 2008 study by the Corps.
The remaining two-thirds of prob-
lems were design complications,
some traced to the Corps’ own deci-
sions, the study found.

BY JENNIFER LEVITZ
AND CAMERON MCWHIRTER

U.S. NEWS

Gulf gas guzzlers
Methane, released in massive amounts after the Deepwater Horizon rig sank
in April, was quickly consumed by bacteria, researchers have discovered. By
September, the gas had diminished to background levels. During the process,
the bacteria took in large amounts of oxygen.

Average daily amounts found in study areas around the spill site in
microMolar units:*

Source: Sciencexpress, John Kessler, David Valentine

*A microMolar is a measure of the concentration of a substance in a solution. In this case it is equal to 10–6
moles of gas per liter of seawater
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NEW YORK—The government of
Ireland is set to fund a $5.3 million
initiative to support a vast array of
arts programming in the U.S. during
2011, the country’s minister of cul-
ture is set to announce Friday in
New York.

Encompassing 400 events in 40
states, the project, “Imagine Ire-

land,” will finance programming re-
lated to the country at major New
York cultural institutions such as the
New York Public Library, the Mu-
seum of Modern Art and the Brook-
lyn Academy of Music, as well as
support U.S. tours by at least three
of Ireland’s historic theaters: the Ab-
bey, Gate and Druid.

At the New York Public Library,
for example, the project will help

fund “Ireland America: The Ties
That Bind,” an exhibition that exam-
ines 19th- and 20th-century Irish-
American performance history. Insti-
tutions including the Public Theater,
P.S. 122, St. Ann’s Warehouse and La
MaMa, an experimental theater
venue, will also present “Imagine
Ireland”-backed programming.

Ireland’s minister for culture,
Mary Hanafin, and New York City

Council Speaker Christine Quinn will
disclose additional details of the
yearlong project at Lincoln Center
for the Performing Arts, where they
will be joined by actor Gabriel Byrne,
cultural ambassador for Ireland.

Additional programming is
planned for Washington, D.C., Bos-
ton, Chicago, Los Angeles and San
Francisco, among other U.S. loca-
tions.

BY ERICA ORDEN
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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 1.02 99.89% 0.01% 1.20 0.95 1.05

Eur. High Volatility: 14/1 1.47 97.87 0.01 1.84 1.45 1.59

Europe Crossover: 14/1 4.17 103.33 0.05 5.37 4.11 4.67

Asia ex-Japan IG: 14/1 1.01 99.96 0.01 1.25 0.93 1.07

Japan: 14/1 1.01 99.97 0.01 1.10 0.90 1.00

Note: Data as of January 5

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

In percentage points
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Tracking
credit
markets �
dealmakers

Dow Jones Industrial Average P/E: 15
LAST: 11685.24 t 37.65, or 0.32%

YEAR TO DATE: s 107.73, or 0.9%

OVER 52 WEEKS s 1,078.38, or 10.2%

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

Previous
close, in STOCK PERFORMANCE

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

Bayer AG Germany Specialty Chemicals 4,149,975 55.72 2.82% 0.8% 2.6%

Anheuser-Busch InBev N.V. Belgium Beverages 3,650,681 44.01 2.16 2.8 23.2

Nokia Finland Telecommunications Equipment 23,695,236 8.20 2.05 5.9 -11.8

Diageo U.K. Distillers & Vintners 7,543,749 1,228 1.99 3.6 15.1

AXA France Full Line Insurance 15,865,006 13.50 1.96 8.4 -20.9

Banco Bilbao Vizcaya Argentaria Spain Banks 34,839,456 7.34 -2.16% -2.9 -41.4

Banco Santander Spain Banks 52,274,548 7.77 -2.08 -2.0 -34.8

Tesco U.K. Food Retailers & Wholesalers 16,157,337 429.95 -1.53 1.2 4.4

UniCredit Italy Banks 208,416,563 1.56 -1.52 0.5 -31.9

BG Group U.K. Integrated Oil & Gas 3,977,444 1,312 -1.47 1.2 10.1

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

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

ENI 24,127,314 17.18 1.96% 5.1% -6.4%
Italy (Integrated Oil & Gas)
Daimler AG 5,424,381 54.60 1.87 7.6 48.7
Germany (Automobiles)
Credit Suisse Group 11,413,917 40.91 1.77 8.6 -25.9
Switzerland (Banks)
UBS 15,599,036 16.18 1.70 5.4 -2.4
Switzerland (Banks)
Deutsche Telekom 19,898,751 9.78 1.65 1.3 -2.8
Germany (Mobile Telecommunications)
Allianz SE 2,460,125 91.18 1.56 2.5 3.1
Germany (Full Line Insurance)
ING Groep 30,977,869 7.58 1.49 4.1 -0.3
Netherlands (Life Insurance)
Zurich Financial Services AG 783,259 250.20 1.21 3.3 8.4
Switzerland (Full Line Insurance)
France Telecom 7,453,305 16.13 0.91 3.4 -7.6
France (Fixed Line Telecommunications)
Sanofi-Aventis 3,229,713 50.28 0.88 5.1 -10.2
France (Pharmaceuticals)
Total S.A. 6,364,463 41.55 0.63 4.8 -9.6
France (Integrated Oil & Gas)
Astrazeneca 3,261,142 3,026 0.56 3.6 4.0
U.K. (Pharmaceuticals)
Deutsche Bank 7,255,053 41.68 0.29 6.6 -11.0
Germany (Banks)
Vodafone Group 101,673,223 175.70 0.23 6.0 26.6
U.K. (Mobile Telecommunications)
SAP AG 2,171,900 38.18 0.14 0.2 11.9
Germany (Software)
Novartis 6,026,572 55.80 0.09 1.5 3.7
Switzerland (Pharmaceuticals)
BASF SE 2,545,263 57.94 0.09 -2.9 31.2
Germany (Commodity Chemicals)
E.ON AG 5,837,488 22.90 -0.09 -0.2 -20.8
Germany (Multiutilities)
Telefonica 19,883,088 16.92 -0.15 -0.3 -13.0
Spain (Fixed Line Telecommunications)
British American Tobacco 2,194,675 2,481 -0.16 0.7 21.3
U.K. (Tobacco)

Latest,
in local STOCK PERFORMANCE

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

GlaxoSmithKline 8,787,010 1,250 -0.20% 0.8% -3.4%
U.K. (Pharmaceuticals)
GDF Suez 2,892,221 27.52 -0.22 2.5 -8.5
France (Multiutilities)
Intesa Sanpaolo 81,450,751 2.05 -0.24 1.1 -34.6
Italy (Banks)
HSBC Holdings 27,771,232 687.30 -0.25 5.6 -6.7
U.K. (Banks)
Roche Holding 1,634,891 137.10 -0.29 0.1 -23.0
Switzerland (Pharmaceuticals)
ABB Ltd. 4,875,546 21.00 -0.43 0.8 3.8
Switzerland (Industrial Machinery)
BP PLC 52,215,197 496.90 -0.47 6.7 -20.3
U.K. (Integrated Oil & Gas)
Royal Dutch Shell A 5,189,282 25.16 -0.49 1.7 17.0
U.K. (Integrated Oil & Gas)
L.M. Ericsson Telephone Series B 4,916,585 76.05 -0.52 -2.7 8.8
Sweden (Communications Technology)
Standard Chartered PLC 4,596,549 1,760 -0.54 2.0 13.8
U.K. (Banks)
BNP Paribas 3,864,414 49.84 -0.63 4.7 -14.4
France (Banks)
BHP Billiton 5,477,707 2,517 -0.67 -1.3 20.4
U.K. (General Mining)
Unilever 5,497,620 23.31 -0.68 0.0 6.9
Netherlands (Food Products)
Siemens 2,772,540 89.99 -0.85 -2.9 35.3
Germany (Diversified Industrials)
Rio Tinto 3,087,918 4,437 -0.88 -1.1 22.0
U.K. (General Mining)
Barclays 46,248,586 278.00 -1.07 6.2 -11.9
U.K. (Banks)
Nestle S.A. 7,990,774 53.60 -1.11 -2.1 10.7
Switzerland (Food Products)
Anglo American 3,287,354 3,310 -1.16 -0.8 16.4
U.K. (General Mining)
Hennes & Mauritz AB Series B 2,181,227 224.00 -1.28 ... 14.1
Sweden (Apparel Retailers)
Societe Generale 2,864,415 42.14 -1.39 4.8 -17.9
France (Banks)

Sources: Thomson Reuters

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 32.4 $29.03 –0.52 –1.78%
Alcoa AA 31.2 16.33 –0.23 –1.39
AmExpress AXP 4.9 44.62 –0.42 –0.93
BankAm BAC 192.4 14.46 –0.04 –0.28
Boeing BA 5.7 68.56 1.08 1.60
Caterpillar CAT 3.1 93.48 –1.04 –1.10
Chevron CVX 4.4 90.40 –1.04 –1.14
CiscoSys CSCO 46.6 20.91 0.14 0.67
CocaCola KO 7.6 62.86 –0.63 –0.99
Disney DIS 11.5 39.67 –0.29 –0.73
DuPont DD 4.7 49.77 –0.45 –0.89
ExxonMobil XOM 17.0 75.16 0.46 0.62
GenElec GE 30.5 18.51 –0.13 –0.70
HewlettPk HPQ 15.0 44.80 0.60 1.36
HomeDpt HD 8.5 34.36 –0.20 –0.58
Intel INTC 91.8 20.69 –0.25 –1.19
IBM IBM 3.4 148.46 1.41 0.96
JPMorgChas JPM 24.3 44.40 –0.30 –0.67
JohnsJohns JNJ 5.5 63.06 –0.26 –0.40
KftFoods KFT 5.3 31.27 –0.26 –0.82
McDonalds MCD 7.9 74.51 –0.15 –0.20
Merck MRK 8.0 36.98 0.42 1.15
Microsoft MSFT 64.9 28.67 0.67 2.39
Pfizer PFE 32.9 18.16 0.05 0.28
ProctGamb PG 4.4 64.55 –0.25 –0.39
3M MMM 2.5 86.00 –0.67 –0.77
TravelersCos TRV 2.0 54.65 –0.59 –1.07
UnitedTech UTX 2.3 79.15 –0.08 –0.10
Verizon VZ 29.0 36.11 –1.07 –2.88

WalMart WMT 10.6 53.90 –0.51 –0.94

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

Nielsen 238 –9 –20 –50

Anglo Amern 109 –4 –9 –11

Gecina 147 –3 –3 –15

J Sainsbury 133 –3 –4 –11

CORUS GROUP 334 –2 –12 –19

Smurfit Kappa Fdg 247 –2 –8 –2

Stora Enso 214 –2 –9 –16

Centrica 71 –2 –4 –4

Electricite de France 75 –2 –5 –4

LVMH Moet Hennessy
Louis Vuitton 65 –2 –2 –3

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

Bco Bilbao Vizcaya
Argentaria 271 11 3 51

Cr LYONNAIS 171 12 5 19

Bco Espirito Santo 856 12 –12 44

Dexia Cr Loc 324 12 7 43

Dixons Retail 608 13 22 36

Iberdrola 199 14 8 27

Bco Comercial Portugues 855 17 –5 49

C de Aho Y Monte de Piedad
de Madrid 472 18 23 77

Bca Monte dei Paschi di
Siena 270 22 9 17

ONO Fin II 994 26 –15 –29

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.

Behind global deals: Bank revenues from equity capital markets

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

Source: Dealogic
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Wave of Christians arrested in Iran
Iranian authorities arrested doz-

ens of Christians around the country
in the two weeks since Christmas,
the latest challenge to the Mideast’s
small but vibrant Christian commu-
nities.

The detentions appear focused
on individuals who have converted
from Islam or sought to convert
others. Conversion is a capital of-
fense under Shariah law, and can
carry the death penalty in Iran.

Tehran’s governor, Morteza
Tamadon, confirmed there have
been detentions, and said more ar-
rests were on the way, according to
Iranian state media. The govern-
ment hasn’t commented further.

Mr. Tamadon suggested the
roundup hadn’t targeted the main-
stream Armenian or Catholic
churches, denominations that make
up most of the small Christian pop-
ulation in Iran.

Instead, he suggested the arrests
targeted Protestant evangelicals,
who have run into trouble elsewhere
in the Mideast.

Mr. Tamadon said missionary
evangelicals had stepped up their
activity in Iran as a “cultural inva-
sion of the enemy” to corrupt the
minds of Iranians.

“Just like the Taliban, who have
inserted themselves into Islam like
a parasite, [evangelicals] have
crafted a movement in the name of
Christianity,” he said, according to
state media outlet IRNA.

About 1% of the population in
majority-Muslim Iran is Christian.
They are largely Armenian and
Catholic-sanctioned sects that have
mostly co-existed peacefully with
Muslims since the founding of the
Islamic Republic in 1979.

The Iranian Christian News
Agency, a Toronto-based evangelical

Christian organization dedicated to
news about Christians in Iran, Af-
ghanistan and Tajikistan, said the
recent roundups targeted individu-
als who have converted to Christian-
ity from Islam, as well as some who
have been trying to win over con-
verts.

According to the ICNA, armed
plainclothes Iranian security agents
raided the homes of Christians in
the early hours, including on the
mornings of Dec. 25 and 26, search-
ing houses for pictures, CDs, Bibles
and religious books. In addition to
making arrests, they confiscated
computers and personal documents,
according to the group.

ICNA director Saman Kamvar, a

40-year-old convert to Christianity,
said Thursday that curiosity and in-
terest in Christianity is growing
among Iranian Muslims.

Iranian officials, meanwhile, have
stepped up calls for vigilance
against unsanctioned Christian or-
ganizations.

Iran’s intelligence minister said
in October that his agents had dis-
covered hundreds of underground
church groups, including 200 in the
Muslim holy city of Mashad.

Supreme Leader Ayatollah Ali
Khamenei said in an October speech
that Iran’s enemies were behind the
underground church networks.

“Since officials gave these com-
ments, pressure has increased on

our community, and the crackdowns
have taken a more organized shape,”
said Mr. Kamvar.

The Iranian crackdowns follow a
recent wave of unrelated attacks
against Christians in the Middle
East, notably in Iraq and Egypt,
which have triggered a sense of
siege among Christians across the
region.

On Jan. 1, a bomb attack target-
ing a Coptic Christian church in Al-
exandria, Egypt, killed 23 people,
stoking riots and demonstrations by
young Christians.

Late last year, an al Qaeda affili-
ate claimed responsibility for the
siege of a Catholic church in Bagh-
dad that killed dozens. Deadly at-

tacks against Christians in Iraq have
continued since then.

The violence has stoked worry
and anger among Christians across
the region. “We are very angry be-
cause we don’t harm anyone,” said
Daisy Sarkis, a 26-year-old Christian
Orthodox Lebanese.

Egyptian Copts celebrated
Christmas on Thursday evening,
amid tight security at churches
across the country. At Cairo’s main
Coptic cathedral, police blocked off
a perimeter around the building,
forbidding cars and pedestrians
from entering without written per-
mission from church authorities.

—Sam Dagher in Baghdad
contributed to this article.

By Farnaz Fassihi in Beirut
and Matt Bradley in Cairo

Christian women attended a New Year Mass—celebrated by the Assyrian and Armenian Christian minorities in Iran—at Saint Serkis church in Tehran on Jan. 1.
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U.S. protests handling of diplomat
The U.S. government Thursday

said it has strongly protested Viet-
nam’s treatment of a U.S. diplomat
who was detained and wrestled to
the ground while attempting to visit
a dissident Roman Catholic
priest—a development that could
further inflame concerns in the U.S.
about the Southeast Asian nation’s
human-rights record.

U.S. Ambassador Michael Micha-
lak confirmed an incident occurred
after the American-funded Radio
Free Asia reported that an embassy
political officer it identified as
Christian Marchant was intercepted
by police Wednesday outside the
home of the Rev. Thadeus Nguyen
Van Ly in Hue, central Vietnam. The
report said Mr. Marchant was man-
handled by local authorities before

being forced into a police car and
driven away. He was later released.

“The United States government,
both here in Hanoi and in Washing-
ton, has lodged a strong, official
protest with the government of
Vietnam regarding the treatment of
one of our diplomats,” Mr. Michalak
told reporters Thursday during a
press briefing in Hanoi, the Associ-
ated Press reported.

Mr. Marchant couldn’t be
reached for comment. Vietnamese
government officials couldn’t be
reached for comment, although the
AP reported Vietnamese Foreign
Ministry spokeswoman Nguyen
Phuong Nga as saying the Vietnam-
ese government is reviewing what
happened. She also said foreign dip-
lomats have to abide by a host
country’s laws.

Vietnam’s treatment of dissi-
dents and religious activists is a ma-
jor point of contention in relations
between Hanoi and Washington,
which have otherwise been warming
significantly in recent months. Sec-
retary of State Hillary Clinton last
year announced during a visit to
Vietnam that the U.S. endorses an
international, multilateral approach
to resolving territorial disputes in
the South China Sea, portions of
which are claimed by both China
and Vietnam, as well as other coun-

tries in the region. Her statement
echoes Vietnam’s preferred strategy
for dealing with the problem, and
angered Beijing.

The U.S. and Vietnam also are
developing a deepening military re-
lationship and U.S. Navy vessels
have visited the country several
times in recent years. Vietnam is en-
thusiastically endorsing Washing-

ton’s proposals to create a pan-Pa-
cific trading zone known as the
Trans-Pacific Partnership.

Hanoi’s dwindling tolerance for
free speech and freedom of worship
in recent years, though, threatens to
sour the relationship. Political ana-
lysts say the coming Communist
Party Congress, which begins next
week, has prompted security forces
in Vietnam to take an increasingly
harsh line against dissidents in or-
der to deter any possible disrup-
tions.

Father Ly’s involvement is espe-
cially significant. The priest is a po-
tential lightning rod for dissent and
is one of Vietnam’s best known anti-
government critics and a persistent
advocate for greater human rights
and religious freedoms in the one-
party state. In 2007, he was sen-
tenced to eight years in prison after
being convicted of attempting to un-
dermine the government, prompting
several members of the U.S. Con-
gress to demand his release. Now 63
years old, Father Ly is being held
under house arrest in Hue because
of health problems, including treat-
ment for a brain tumor.

In a symbolic resolution, the U.S.
House of Representatives last month
called on Vietnam to be included on
Washington’s blacklist of religious-
rights offenders.

BY JAMES HOOKWAY

Vietnamese priest Thadeus Nguyen
Van Ly is under house arrest in Hue.
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Mine managers
fail to appear
in Zambia case

A Zambian court on Tuesday is-
sued arrest warrants for two Chi-
nese managers accused of shooting
at least 13 miners at a Chinese-
owned coal mine in October during
a wage protest, court officials said
Wednesday.

According to officials at the
magistrate’s court in Choma in the
south, the court issued the warrants
for Xiao Lishan and Wu Jiuhua, the
former mine managers at Collum
Coal Mine Ltd., after they failed to
appear in court for the Jan. 4 hear-
ing in the case, in which they are
each facing charges of 13 counts of
attempted murder.

The managers were arrested
shortly after the Oct. 15 shooting in-
cident, which triggered riots in the
Sinazongwe district where the mine
is located. They were later granted
bail pending the commencement of
their trial.

The magistrates’ court on Tues-
day also issued arrest warrants for
two Chinese diplomats who signed
bail papers for the accused.

The Chinese Embassy in Lusaka,
the Zambian capital, declined to
comment.

BY NICHOLAS BARIYO

WORLD NEWS

Vietnam’s treatment of
dissidents and religious
activists is a major point of
contention in relations
between Hanoi and
Washington.
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For information about listing your funds, please contact: Justin Jones tel: +44 0203 426 1167; email: justin.jones@dowjones.com

Andfs. Borsa Global GL EQ AND 01/04 EUR 6.68 0.4 1.3 6.3
Andfs. Emergents GL EQ AND 01/04 USD 18.90 1.9 5.3 34.6
Andfs. Espanya EU EQ AND 01/04 EUR 11.47 0.4 -18.8 1.5
Andfs. Estats Units US EQ AND 01/04 USD 16.06 0.8 5.9 12.8
Andfs. Europa EU EQ AND 01/04 EUR 7.40 1.1 -7.3 5.2
Andfs. Franca EU EQ AND 01/04 EUR 9.64 1.4 -2.8 6.0
Andfs. Japo JP EQ AND 01/04 JPY 500.69 1.4 -3.0 6.9
Andfs. Plus Dollars US BA AND 10/22 USD 9.66 2.3 3.0 6.2
Andfs. RF Dolars US BD AND 01/04 USD 11.83 0.3 3.4 7.4
Andfs. RF Euros EU BD AND 01/04 EUR 10.93 0.2 1.0 10.6
Andorfons EU BD AND 01/04 EUR 14.40 0.1 -0.6 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 01/04 EUR 9.87 0.1 2.8 10.1
Andorfons Mix 60 EU BA AND 01/04 EUR 9.52 0.2 1.7 7.4

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 12/31 USD 415074.85 51.2 51.2 75.4

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 01/06 EUR 9.02 0.2 1.2 -1.9
DJE-Absolut P GL EQ LUX 01/06 EUR 231.43 -0.5 11.0 13.5
DJE-Alpha Glbl P OT OT LUX 01/06 EUR 193.90 -0.6 6.8 11.2
DJE-Div& Substanz P GL EQ LUX 01/06 EUR 248.63 0.0 13.8 17.3
DJE-Gold&Resourc P OT EQ LUX 01/06 EUR 236.63 -3.0 34.1 34.8
DJE-Renten Glbl P EU BD LUX 01/06 EUR 137.87 0.1 5.3 7.2
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 01/06 EUR 18.06 -0.2 1.9 10.1
LuxTopic-Pacific OT OT LUX 01/06 EUR 22.11 3.5 32.1 49.7

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 01/05 EUR 19.84 1.0 -17.8 -13.0
MP-TURKEY.SI OT OT SVN 01/05 EUR 48.09 4.9 33.4 56.9

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 01/05 EUR 16.06 1.0 18.9 36.7
Parex Eastern Europ Bd EU BD LVA 01/05 USD 17.41 0.5 18.0 41.0
Parex Russian Eq EE EQ LVA 01/05 USD 26.48 0.4 32.6 72.9

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
Pictet-Agriculture-P EUR GL EQ LUX 01/05 EUR 157.79 0.4 25.5 NS
Pictet-Asian Eq ExJpn-I USD OT OT LUX 01/06 USD 199.87 0.9 11.3 31.6
Pictet-Asian Eq ExJpn-P USD OT OT LUX 01/06 USD 188.60 0.9 10.4 30.5
Pictet-Biotech-P USD OT EQ LUX 01/05 USD 310.97 1.1 7.8 2.9
Pictet-CHF Liquidity-P CH MM LUX 01/05 CHF 124.14 0.0 -0.1 0.1
Pictet-CHF Liquidity-P dy CH MM LUX 01/05 CHF 93.02 0.0 0.0 0.1
Pictet-Conv. Bonds-P EUR OT OT LUX 01/05 EUR 107.92 1.2 NS NS
Pictet-Digital Comm-P USD OT EQ LUX 01/05 USD 142.82 0.7 19.8 29.6
Pictet-Eastern Europe-P EUR EU EQ LUX 01/05 EUR 418.11 1.7 26.0 70.7
Pictet-Emerging Markets-P USD GL EQ LUX 01/06 USD 622.02 1.1 13.9 39.7
Pictet-Eu Equities Sel-P EUR EU EQ LUX 01/05 EUR 461.98 1.1 11.2 20.8
Pictet-EUR Bonds-P EU BD LUX 01/05 EUR 400.08 0.5 4.0 3.5
Pictet-EUR Bonds-Pdy EU BD LUX 01/05 EUR 284.01 0.5 4.0 3.5
Pictet-EUR Corporate Bonds-P EU BD LUX 01/05 EUR 153.15 0.3 3.6 10.8
Pictet-EUR Corporate Bonds-Pdy EU BD LUX 01/05 EUR 99.88 0.3 3.6 10.8
Pictet-EUR High Yield-P EU BD LUX 01/05 EUR 172.72 0.7 16.9 38.2
Pictet-EUR High Yield-Pdy EU BD LUX 01/05 EUR 89.49 0.7 16.8 38.2
Pictet-EUR Liquidity-P EU MM LUX 01/05 EUR 136.39 0.0 0.3 0.6
Pictet-EUR Liquidity-Pdy EU MM LUX 01/05 EUR 96.38 0.0 0.3 0.6
Pictet-EUR Sovereign Liq-P EU MM LUX 01/05 EUR 102.53 0.0 0.1 0.3
Pictet-EUR Sovereign Liq-Pdy EU MM LUX 01/05 EUR 100.01 0.0 0.1 0.3
Pictet-Europe Index-P EUR EU EQ LUX 01/05 EUR 114.44 1.2 11.3 22.3
Pictet-European Sust Eq-P EUR EU EQ LUX 01/05 EUR 149.63 1.5 10.7 19.2
Pictet-Glo Emerging Debt-P USD GL BD LUX 01/05 USD 265.13 1.1 8.6 18.4
Pictet-Glo Emerging Debt-Pdy USD GL BD LUX 01/05 USD 163.85 1.1 8.6 18.4
Pictet-Greater China-P USD AS EQ LUX 01/06 USD 404.98 0.9 12.4 33.7
Pictet-Indian Equities-P USD EA EQ LUX 01/06 USD 415.93 -1.8 13.4 43.4
Pictet-Japan Index-P JPY JP EQ LUX 01/06 JPY 9157.69 1.4 0.3 4.1
Pictet-Japanese Eq 130/30-P JPY JP EQ LUX 01/06 JPY 4699.14 1.6 4.1 7.5
Pictet-Japanese Eq Sel-I JPY JP EQ LUX 01/06 JPY 8137.98 1.4 2.6 3.6
Pictet-Japanese Eq Sel-P JPY JP EQ LUX 01/06 JPY 7842.23 1.4 1.9 3.0
Pictet-MENA-P USD OT OT LUX 01/05 USD 54.66 1.9 21.6 NS
Pictet-Pac (ExJpn) Idx-P USD AS EQ LUX 01/06 USD 314.90 -0.4 12.7 38.9
Pictet-Piclife-P CHF OT OT LUX 01/05 CHF 803.14 1.1 0.2 7.6
Pictet-Premium Brands-P EUR OT EQ LUX 01/05 EUR 94.04 0.2 42.2 42.1
Pictet-Russian Equities-P USD EE EQ LUX 01/05 USD 83.69 2.5 26.2 84.7
Pictet-Security-P USD GL EQ LUX 01/05 USD 129.45 1.7 27.3 32.6
Pictet-Small Cap Europe-P EUR EU EQ LUX 01/05 EUR 599.31 1.2 30.9 34.4
Pictet-Timber-P USD GL EQ LUX 01/05 USD 120.79 1.0 10.9 31.8
Pictet-USA Index-P USD US EQ LUX 01/05 USD 104.80 1.0 13.2 18.1
Pictet-USD Government Bonds-P US BD LUX 01/05 USD 530.73 -0.2 5.1 0.8
Pictet-USD Government Bonds-Pdy US BD LUX 01/05 USD 368.01 -0.2 5.1 0.8
Pictet-USD Liquidity-P US MM LUX 01/05 USD 131.25 0.0 0.2 0.4
Pictet-USD Liquidity-Pdy US MM LUX 01/05 USD 84.71 0.0 0.2 0.4
Pictet-USD Sovereign Liq-P US MM LUX 01/05 USD 101.67 0.0 0.1 0.2
Pictet-USD Sovereign Liq-Pdy US MM LUX 01/05 USD 100.17 0.0 0.1 0.2
Pictet-Water-P EUR GL EQ LUX 01/05 EUR 153.36 0.8 22.5 18.6
Pictet-World Gvt Bonds-P USD OT OT LUX 01/05 USD 170.22 0.2 4.0 2.9
Pictet-World Gvt Bonds-Pdy USD OT OT LUX 01/05 USD 134.40 0.2 4.0 2.9

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 01/05 USD 18.22 2.0 32.5 49.5
Japan Fund USD JP EQ IRL 01/06 USD 18.95 1.2 16.4 15.5
Polar Healthcare Class I USD OT EQ IRL 01/05 USD 13.56 1.1 4.0 NS

Polar Healthcare Class R USD OT EQ IRL 01/05 USD 13.47 1.1 3.5 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 01/05 USD 188.44 3.5 48.0 70.8

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
ACTION FRANCE A EU EQ IRL 01/05 EUR 737.79 2.7 2.2 12.1
CORE EUROZONE EQ B EU EQ IRL 01/05 EUR 867.34 1.7 2.3 12.4
EURO FIXED INCOME A OT OT IRL 01/05 EUR 1308.70 0.2 4.7 7.5
EURO FIXED INCOME B OT OT IRL 01/05 EUR 1405.93 0.2 5.3 8.2
EUROPEAN SMALL CAP A EU EQ IRL 01/05 EUR 1589.21 0.8 29.9 33.8
EUROPEAN SMALL CAP B EU EQ IRL 01/05 EUR 1712.87 0.8 30.7 34.6
EUROZONE AGG A EUR EU EQ IRL 01/05 EUR 756.97 1.5 12.7 20.7
EUROZONE AGG B EUR EU EQ IRL 01/05 EUR 1094.46 1.5 13.4 21.4
GLB REAL EST SEC A OT EQ IRL 01/05 USD 1053.10 0.7 16.3 25.2
GLB REAL EST SEC B OT EQ IRL 01/05 USD 1092.34 0.7 17.0 26.0
GLB REAL EST SEC EH A OT EQ IRL 01/05 EUR 918.14 1.5 13.4 20.5
GLB REAL EST SEC SH B OT EQ IRL 01/05 GBP 87.13 1.6 14.4 20.7
GLB STRAT YIELD A OT OT IRL 01/05 EUR 1835.80 0.7 13.4 26.6
GLB STRAT YIELD B OT OT IRL 01/05 EUR 1976.36 0.7 14.1 27.4
GLOBAL BOND A OT OT IRL 01/05 EUR 1289.31 1.1 16.5 13.9
GLOBAL BOND B OT OT IRL 01/05 EUR 1381.49 1.1 17.2 14.6
GLOBAL BOND EH A EU BD IRL 01/05 EUR 1487.72 0.3 8.1 11.2
GLOBAL BOND EH B EU BD IRL 01/05 EUR 1588.77 0.3 8.7 11.9
JAPAN EQUITY A JP EQ IRL 01/05 JPY 11586.09 1.7 -1.9 4.7
JAPAN EQUITY B JP EQ IRL 01/05 JPY 12424.40 1.7 -1.3 5.3
PAC BASIN (X JPN) A AS EQ IRL 01/05 USD 2669.80 0.4 14.2 40.8
PAC BASIN (X JPN) B AS EQ IRL 01/05 USD 2866.68 0.4 14.9 41.7
PAN EUROPEAN EQUITY A EU EQ IRL 01/05 EUR 1104.70 1.9 12.7 20.9
PAN EUROPEAN EQUITY B EU EQ IRL 01/05 EUR 1184.81 1.9 13.4 21.6
US EQUITY A US EQ IRL 01/05 USD 993.61 1.4 11.6 19.8
US EQUITY B US EQ IRL 01/05 USD 1070.31 1.4 12.3 20.5
US SMALL CAP EQUITY A US EQ IRL 01/05 USD 1620.98 1.8 23.4 26.0
US SMALL CAP EQUITY B US EQ IRL 01/05 USD 1747.23 1.8 24.1 26.8

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
A company of Amundi Group
Bonds ConvEurope A EU BD LUX 01/04 EUR 32.12 0.6 7.7 6.5
Bonds Eur Corp A EU BD LUX 01/04 EUR 23.62 0.4 2.2 6.7
Bonds Eur Hi Yld A EU BD LUX 01/04 EUR 23.02 0.7 11.0 31.5
Bonds EURO A EU BD LUX 01/04 EUR 41.67 0.5 1.4 2.6
Bonds Europe A EU BD LUX 01/04 EUR 40.25 0.4 2.9 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 01/04 USD 43.65 -0.6 3.4 4.8
Eq. AsiaPac Dual Strategies A AS EQ LUX 01/05 USD 11.92 0.8 11.8 34.4
Eq. China A AS EQ LUX 01/05 USD 24.95 2.9 0.9 24.3
Eq. Concentrated Euroland A EU EQ LUX 09/30 EUR 86.45 -7.0 -5.2 -3.5
Eq. ConcentratedEuropeA EU EQ LUX 01/04 EUR 30.28 1.6 10.5 19.7
Eq. Emerging Europe A EU EQ LUX 01/04 EUR 30.66 3.1 27.6 48.8
Eq. Equities Global Energy OT EQ LUX 01/04 USD 19.44 0.6 4.3 13.6
Eq. Euroland A EU EQ LUX 01/04 EUR 11.17 1.5 1.5 8.7
Eq. Euroland MidCapA EU EQ LUX 04/30 EUR 14.61 1.4 -45.7 -33.8
Eq. Euroland Small Cap A EU EQ LUX 01/04 EUR 176.12 0.6 22.0 32.0
Eq. EurolandCyclclsA OT EQ LUX 01/04 EUR 19.94 0.8 10.1 18.4

Eq. EurolandFinancialA OT EQ LUX 01/04 EUR 9.75 2.6 -15.4 5.9
Eq. Glbl Emg Cty A GL EQ LUX 01/04 USD 9.91 2.4 1.1 27.2
Eq. Global A GL EQ LUX 01/04 USD 31.32 -0.1 10.7 20.5
Eq. Global Resources A GL EQ LUX 01/04 USD 131.47 -0.9 16.8 34.1
Eq. Gold Mines A OT EQ LUX 01/04 USD 39.08 -3.9 24.7 36.3
Eq. India A EA EQ LUX 01/05 USD 152.94 -2.4 14.2 41.6
Eq. Japan CoreAlpha A JP EQ LUX 01/05 JPY 7655.70 1.1 4.2 11.8
Eq. Japan Sm Cap A JP EQ LUX 01/05 JPY 1084.82 1.2 1.2 9.4
Eq. Japan Target A JP EQ LUX 01/05 JPY 1666.93 1.6 0.8 3.1
Eq. Latin America A GL EQ LUX 01/04 USD 134.50 0.7 12.2 43.8
Eq. US ConcenCore A US EQ LUX 01/04 USD 26.00 0.8 13.6 24.6
Eq. US Focused A US EQ LUX 01/04 USD 18.05 0.6 11.6 16.1
Eq. US Lg Cap Gr A US EQ LUX 01/04 USD 17.50 0.5 12.7 24.9
Eq. US Mid Cap A US EQ LUX 01/04 USD 36.50 1.2 20.0 32.9
Eq. US Multi Strg A US EQ LUX 01/04 USD 24.77 0.8 14.4 22.3
Eq. US Rel Val A US EQ LUX 01/04 USD 23.90 1.2 14.1 21.9
Eq. US Sm Cap Val A US EQ LUX 01/04 USD 19.09 0.0 16.7 20.1
Money Market EURO A EU MM LUX 01/04 EUR 27.52 0.0 0.5 0.7
Money Market USD A US MM LUX 01/04 USD 15.88 0.0 0.3 0.4

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT EQ BMU 12/30 USD 828.84 -13.8 -14.2 -6.1
MENA Special Sits Fund OT OT BMU 11/30 USD 1119.32 3.7 4.6 7.4
MENA UCITS Fund OT OT IRL 12/30 USD 1098.91 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 01/06 JPY 9752.00 3.5 1.7 6.4
YMR-N Small Cap Fund JP EQ IRL 01/06 JPY 7094.00 3.4 1.4 5.7

n Yuki 77 Series
Yuki 77 General JP EQ IRL 01/06 JPY 5983.00 3.5 -4.3 -0.2

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 01/06 JPY 6926.00 3.2 -0.3 3.9
Yuki Chugoku JpnLowP JP EQ IRL 01/06 JPY 8154.00 3.5 6.1 -0.4

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 01/06 JPY 4454.00 3.2 -6.5 -1.9
Yuki Hokuyo Jpn Inc JP EQ IRL 01/06 JPY 5187.00 2.9 -3.8 -0.3
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 01/06 JPY 5145.00 3.4 1.1 5.0

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III JP EQ IRL 01/06 JPY 4190.00 3.1 -6.6 -1.3
Yuki Mizuho Jpn Dyn Gro JP EQ IRL 01/06 JPY 4496.00 3.0 -4.6 -0.9
Yuki Mizuho Jpn Exc 100 JP EQ IRL 01/06 JPY 6591.00 3.1 -6.9 2.6
Yuki Mizuho Jpn Gen JP EQ IRL 01/06 JPY 8865.00 3.5 1.0 4.3
Yuki Mizuho Jpn Gro JP EQ IRL 01/06 JPY 6478.00 3.4 0.4 1.9
Yuki Mizuho Jpn Inc JP EQ IRL 01/06 JPY 7719.00 2.8 -1.1 -1.9
Yuki Mizuho Jpn Lg Cap JP EQ IRL 01/06 JPY 5114.00 3.1 -3.6 0.6
Yuki Mizuho Jpn LowP JP EQ IRL 01/06 JPY 11866.00 3.7 1.1 2.9
Yuki Mizuho Jpn PGth JP EQ IRL 01/06 JPY 7569.00 3.5 -5.9 -0.6
Yuki Mizuho Jpn SmCp JP EQ IRL 01/06 JPY 7239.00 3.3 1.9 8.7
Yuki Mizuho Jpn Val Sel AS EQ IRL 01/06 JPY 5753.00 3.0 -0.2 4.4
Yuki Mizuho Jpn YoungCo AS EQ IRL 01/06 JPY 2562.00 2.0 -4.8 3.3
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Ireland may expand program
to buy banks’ noncore assets

DUBLIN—Ireland’s banks may be
instructed to sell billions of euros in
healthy assets to a government
agency as the central bank tries to
shrink the size of the country’s
banking system.

Any asset sale could mean fur-
ther hits to the capital of already
fragile banks, because they likely
would be selling even healthy assets
at a discount to face value.

A spokesman for the central
bank said it was in the process of
examining a number of options for
the restructuring of the banking
system this year, which includes a
so-called good bank/bad bank for
holding both healthy foreign and
toxic assets.

Adding noncore assets, including
foreign operations, would be a

change to the National Asset Man-
agement Agency, created by the
government in 2009 to buy both
healthy and toxic loans from trou-
bled Irish banks. The options under
consideration could involve extend-
ing NAMA or creating a new agency.

Allowing NAMA, run by the gov-
ernment’s National Treasury Man-
agement Agency, to buy additional
assets means that banks may have
to book losses on these holdings.
Analysts said it could make the task
of estimating normalized earnings
and margins more difficult.

Ireland’s banks were among the
hardest hit by the global financial
crisis. They made billion of euros of
loans to property developers, many
of which are unlikely to be repaid,
and the government has spent bil-
lions of euros rescuing the banks.

NAMA has acquired 11,000 good
and bad loans from 850 debtors to-

taling €71.2 billion ($93.66 billion)
at an average discount of 58% to
their face value and is finalizing
plans to acquire €16 billion more
loans.

Any additional measures to help
banks by taking assets off their bal-
ance sheets will be closely moni-
tored by the European Commission
to ensure that valuations on those
assets don’t violate rules governing
state aid, said Eamonn Hughes, an
analyst at Dublin-based Goodbody
Stockbrokers.

NAMA took over good and bad
loans from five participating institu-
tions: Allied Irish Banks PLC, Anglo
Irish Bank Corp., EBS and Irish Na-
tionwide building societies as well
as Bank of Ireland PLC—the only
participating bank with only a mi-
nority government stake of 36%.
They would be affected by any ex-
pansion of the program

BY QUENTIN FOTTRELL
AND NICHOLAS WINNING

Club Mediterranee, also known as
Club Med. A year ago, Zhejiang
Geely Holding Group’s bought Swe-
den’s Volvo Cars for $1.8 billion.

Foreign investment is rarely sub-
ject to protectionism. It isn’t cov-
ered by any treaty or the World
Trade Organization. However, a
huge influx of cash from a single
source often triggers tensions.

So it was with investment from
oil-producing nations in the 1970s
and Japan in the 1980s, which led
the U.S. to create and strengthen
the Committee on Foreign Invest-
ment in the United States, a division
of the Treasury Department which
can block foreign investment on na-
tional security grounds.

China is starting to face problems
in its overseas acquisitions, most re-
cently in Sinochem Corp.’s failed
bid for Canada’s of Potash Corp. of
Saskatchewan.

In the EU, however, Chinese in-
vestment has mostly been greeted
with relief. Volvo faced heavy jobs
losses without the intervention of
Geely. The EU has no authority to
block bids, although national regula-
tors, in some cases, do have that
power. But an increase in trade ten-
sions, the difficulty European com-
panies have faced in China winning
public contracts, and the fear of los-
ing high-tech patents and skills to
Asia, have led EU leaders to advo-
cate more caution.

On Nov. 9, European trade com-
missioner Karel De Gucht lambasted

Continued from page 17 China for not matching the terms
granted Chinese companies in Eu-
rope. EU leaders formally endorsed
Mr. De Gucht’s call for “reciprocity.”

Xinmao made its offer on Nov.
22, the same day as Prysmian. A
French company, Nexans SA, was
also in the running.

The stakes were high. The winner
would become the world leader in
industrial cables, an important stra-
tegic industrial capability. One of
Draka’s subsidiaries is a contractor
for the U.S. military.

Prysmian took advantage of the
increased caution toward Chinese
investment. The Italian company
hired APCO Worldwide, the lobbying
giant, and took its message to EU
officials.

A more protectionist mood in Eu-
rope “has been developing for
months,” says Jonathan Holslag,
head of research for the Brussels In-
stitute of Contemporary China Stud-
ies. “The thinking is that as long as
European companies don’t get ac-
cess to all sectors in China, they
shouldn’t get access to European
markets.”

In a statement released Thursday,
Xinmao said its decision was
prompted by problems getting ap-
proval from the Chinese govern-
ment, and by an endorsement
Thursday of the Prysmian bid by
Draka’s main shareholder. An eco-
nomic counselor at the Chinese mis-
sion to the EU declined to comment.

—Frances Robinson in Paris
contributed to this article.

Chinese firm drops bid,
leaving Draka to Prysmian

London change for Morgan Stanley
NEW YORK—Morgan Stanley

gave two top investment-banking
executives expanded duties Thurs-
day, one year after James Gorman
took over as chief executive officer.

Colm Kelleher, co-president of
institutional securities, will move to

London from New York to take on
additional responsibility for Europe,
the Middle East and Asia outside Ja-
pan. He will continue to have direct
responsibility over global sales and
trading. His counterpart, Paul Taub-
man, takes on additional oversight
of the division’s Latin American
groups and Japan. He will continue

to oversee global investment bank-
ing and capital markets.

Mr. Gorman said in a memoran-
dum to employees that Walid Cham-
mah will continue to act as chair-
man of Morgan Stanley
International, reporting to him, but
will focus on the investment bank’s
“highest priority” clients.

BY LIZ MOYER
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Moody’s raises its rating outlook for Philippines

Chinese experts caution
about rising smoking toll

BEIJING—The annual death toll
from tobacco-related illnesses in
China could triple over the next two
decades, health experts warned
ahead of a deadline for the country
to implement international commit-
ments to curb smoking that activists
say Beijing has failed to meet.

In a report issued Thursday, a
group of 60 Chinese public-health
experts, officials and economists ar-
gued that state ownership of the to-
bacco industry continues to stymie
real progress in fighting to-
bacco—despite the mounting health
and financial costs.

“While the national government
may know it has a problem, it still
doesn’t understand that the long-
term costs of this problem outweigh
the revenue pulled in from tobacco
sales,” said Zhao Ping, deputy direc-
tor general of the Cancer Founda-
tion of China, who contributed to
the report. The report’s authors also
include Hu Angang, an economist at
Tsinghua University in Beijing, and
Yang Gonghuan, a deputy director of
the Chinese Center for Disease Con-
trol and Prevention.

China has an estimated 300 mil-
lion smokers, nearly a quarter of its
1.3 billion population and by far the
largest number of any country.

China is not only the world’s
largest tobacco consumer, but it is
also the largest producer. Its main
tobacco companies are state-owned
and feed revenue into state coffers,
which activists have long said con-
flicts with the country’s efforts to
address smoking’s harmful effects.

Thursday’s report, “Tobacco
Control and China’s Future,” said
that tobacco-related illness killed
about 1.2 million people a year in
China as of 2005. It warned that the
number could rise to 3.5 million a
year by 2030 if stricter measures
aren’t taken.

The report was published ahead
of a Jan. 9 deadline to ban smoking
in public indoor venues, workplaces
and public transportation that Bei-
jing agreed to in 2006, when it
signed the World Health Organiza-
tion’s 2005 Framework Convention
on Tobacco Control. The treaty’s 168
signatories, including China, agreed
to restrict smoking by 2011, in part
through bans, price increases and
taxes.

China has fallen far short of
meeting the deadline, health experts
say. While it has made some signifi-
cant efforts, they have come too late
and enforcement has been spotty.
Authorities announced only last
year a ban on smoking at primary
and secondary schools. It wasn’t un-
til May that they created a smoking
ban in state-owned hospitals and
government buildings.

Compliance has been lax, said
Gan Quan, a senior project officer
with the International Union
Against Tuberculosis and Lung Dis-
ease. Smokers are still rampant in
hospitals and government offices,
Mr. Gan said.

Attempts to ban advertising for
cigarettes on radio, television and
newspapers have also largely failed.
Cigarette companies have found
loopholes in the restrictions, placing
their logo on advertisements for
other companies’ products, the anti-
smoking experts said.

The group called for more com-
prehensive national laws to widen
indoor smoking restrictions and re-
duce second-hand smoke exposure.

China’s State Tobacco Monopoly
administration is responsible for to-
bacco production and sales as well
as implementation of antismoking
laws, creating an inherent conflict
of interest.

The tobacco industry pulled in
nearly 600 billion yuan ($90.66 bil-
lion) from sales and taxes in 2010,
up from 513 billion yuan a year ear-

lier, according to the State Tobacco
administration.

Health costs related to tobacco
accounted for nearly 62 billion yuan
last year, the report said, and are
expected remain a burden on the
government. The State Tobacco ad-
ministration collects all tax revenue
from tobacco, and it isn’t known
how much of that Beijing allocates
to curbing tobacco addiction or
smoking-related health costs.

Men remain tobacco’s target con-
sumers. Nearly 60% of China’s adult
male population smoke, according
to the report.

“A snapshot of China’s smoking
problem now looks like America in
the 1940s,” said Mr. Zhao of the
Cancer Foundation of China at a me-
dia briefing. “People just don’t know
the health risks.”

The report also comes as China’s
government is preparing its next
five-year economic plan, due to be
finalized by the National People’s
Congress in March. The Chinese
Center for Disease Control and Pre-
vention recommends that the gov-
ernment allocate more funding to
tobacco control, including law en-
forcement and public awareness.

The report’s authors advised the
government to increase cigarette
taxes. The Chinese government has
raised cigarette taxes four times
over the past 20 years, according to
China’s Ministry of Finance and
State Administration of Taxation.

In 2009, it raised the tax on pre-
mium cigarettes, those costing more
than 7 yuan, to 56% from 45%. The
tax on lower-grade cigarettes
jumped to 36% from 30%. The me-
dian price of a pack of cigarettes in
China, including the tax, is 5 yuan,
or 76 U.S. cents. The average tax on
cigarettes in the U.S. is $1.45 a pack,
according to Campaign for Tobacco-
Free Kids.

—Kersten Zhang
contributed to this article.

BY LAURIE BURKITT
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Hard to quit
Revenue from taxes and sales
by China’s state-owned tobacco
monopoly, in billions of yuan.

Sources: China State Tobacco Monopoly Administration; Euromonitor International (market size)
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Officials to augment
Afghan police, army

KABUL—Afghan and coalition of-
ficials are considering a plan to
boost the manpower target for Af-
ghanistan’s security forces to around
400,000 soldiers and police, roughly
a 30% increase over the current goal
for the allied training mission.

Details of the plan are still being
hashed out by Kabul and the U.S.-led
coalition, whose eventual with-
drawal depends on the ability of Af-
ghan forces to take over security op-
erations. But both Afghan and
Western officials say they are in
broad agreement on the need to bol-
ster the Afghan security forces be-
yond the current target number.

“The war in Afghanistan needs
more troops. We are facing a lack of
security forces,” said Gen. Moham-
mad Zahir Azimi, an Afghan defense
ministry spokesman. He added that
there is an “informal agreement” be-
tween Afghan forces and the inter-
national community on the 400,000
number.

The current goal, of 171,000 sol-
diers and 134,000 police, was an-
nounced about a year ago. Those
targets are supposed to be reached
later this year. As of October 2010,
levels stood at 145,000 troops and
116,000 police.

Word of the plan to bolster the
number of Afghan security forces
came after Defense Secretary Robert
Gates on Wednesday approved send-
ing 1,400 additional Marine combat
forces to Afghanistan ahead of the
spring fighting season. The new Ma-
rines could start arriving later this
month, officials said.

The time frame for the proposed
increase in Afghan forces isn’t yet
clear. Under the plan being consid-
ered, the Afghan army would end up
with between 200,000 to 240,000
soldiers with police and other forces

making up the rest of the 400,000
total, Afghan officials said.

“If that’s what [the Afghans] are
aiming for, we should encourage
that,” Liam Fox, the U.K.’s Defense
Secretary, told journalists Wednes-
day in Kabul. “The earlier the Af-
ghan government is able to get con-
trol, the quicker it will be possible
for us to transition from a combat
role.”

Concerns over the quality of Af-
ghan soldiers and police, and the
cost of training more, had previously
led coalition members to resist Af-
ghan demands for the goal to be in-
creased to 400,000, a number that
some U.S. military commanders had
earlier advocated.

But some coalition commanders
are reporting improvement in the
abilities of Afghan soldiers, and
some officials say they are being
trained faster and more cheaply
than previously envisioned. The po-
lice, however, remain beset by prob-
lems, such as drug use, corruption
and general poor discipline.

Afghan and Western officials
plan to discuss the issue this month,
said U.S. Col. John Ferrari, a senior
officer at the coalition training mis-
sion. He said additional interna-
tional funding to support new man-
power goals would depend on
certain quality targets being met,
such as lowering the attrition rate
and increasing the number of quali-
fied mid-level Afghan commanders.

The Afghan government’s inter-
national backers spent just over $20
billion on training and equipping Af-
ghan forces between 2003 and 2009.
A further $20 billion is being spent
between last year and this; it isn’t
clear how much more it would cost
to reach the newly proposed man-
power targets.
—Adam Entous in Washington and

Habib Khan Totakhil in Kabul
contributed to this article.

BY ALISTAIR MACDONALD
AND MARIA ABI-HABIB

Afghan army soldiers Thursday in Kandahar with NATO training certificates.

WORLD NEWS

Associated Press

Moody’s Investors Service raised
its credit-rating outlook on the Phil-
ippines to positive from stable,
bringing into view a possible up-
grade for the Southeast Asian nation
and highlighting improving eco-
nomic conditions in the region.

The move came a day after the
government raised around $1.25 bil-
lion by selling a global peso bond,

reducing its foreign-exchange risk
and creating a new benchmark for
25-year debt for one of Asia’s most
aggressive sovereign borrowers.

Moody’s listed a number of en-
couraging signs for its decision to
lift the outlook on its speculative-
grade Ba3 foreign and local-cur-
rency bond ratings. It cited the
country’s improving external pay-
ments position and its successful
monetary policy, which the agency
said has anchored inflation expecta-

tions and helped to lower the gov-
ernment’s cost of funding.

Moody’s said the stronger trade
position has reduced the vulnerabil-
ity of the government’s finances to
external shocks. Improved prospects
for policies meant to overhaul the
economy will likely have positive ef-
fects on government finances, inves-
tor sentiment and economic growth,
the ratings company said.

The Moody’s move, which comes
after Standard and Poor’s upgraded

the Philippines’ credit rating to dou-
ble-B from double-B-minus in No-
vember, offers another reminder of
the improvement in Asia’s ability to
handle its debts in recent years.
While the Japanese government’s fi-
nancial health has deteriorated, the
credit positions of other nations in
the region are improving because of
strong economic growth and efforts
by governments to push through re-
forms.

The Moody’s announcement gave

a brief lift to the Philippine peso,
but the dollar ended the day higher.

Finance Secretary Cesar Purisima
said the decision underscores inves-
tor confidence in the country and
said the government remains com-
mitted to pursuing fiscal consolida-
tion in the near term. “The govern-
ment’s pursuit of continued
economic growth and fiscal consoli-
dation is bearing fruit and the inter-
national credit rating agencies ac-
knowledge this,” Mr. Purisima said.

BY ARRAN SCOTT
AND RHEA SANDIQUE-CARLOS
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For information about listing your funds, please contact: Justin Jones tel: +44 0203 426 1167; email: justin.jones@dowjones.com

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the
U.S. Securities and Exchange Commission and aren’t available for sale to United
States citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 01/05 USD 11.57 1.7 8.9 17.2
Am Blend Portfolio I US EQ LUX 01/05 USD 13.72 1.7 9.7 18.1
Am Growth A US EQ LUX 01/05 USD 34.20 1.6 7.5 20.7
Am Growth B US EQ LUX 01/05 USD 28.47 1.6 6.4 19.5
Am Growth I US EQ LUX 01/05 USD 38.22 1.6 8.4 21.6
Am Income A OT OT LUX 01/05 USD 8.80 0.0 9.8 17.6
Am Income A2 OT OT LUX 01/05 USD 21.05 0.0 9.8 17.6
Am Income B OT OT LUX 01/05 USD 8.80 0.0 9.0 16.7
Am Income B2 OT OT LUX 01/05 USD 18.01 0.1 9.0 16.8
Am Income I OT OT LUX 01/05 USD 8.80 0.0 10.4 18.3
Emg Mkts Debt A GL BD LUX 01/05 USD 16.52 0.7 11.9 27.3

Emg Mkts Debt A2 GL BD LUX 01/05 USD 22.72 0.8 12.0 27.5
Emg Mkts Debt B GL BD LUX 01/05 USD 16.52 0.7 10.9 26.1
Emg Mkts Debt B2 GL BD LUX 01/05 USD 21.66 0.7 10.8 26.2
Emg Mkts Debt I GL BD LUX 01/05 USD 16.52 0.7 12.5 28.0
Emg Mkts Growth A GL EQ LUX 01/05 USD 40.04 1.2 12.2 37.6
Emg Mkts Growth B GL EQ LUX 01/05 USD 33.59 1.2 11.1 36.2
Emg Mkts Growth I GL EQ LUX 01/05 USD 44.75 1.2 13.1 38.7
Eur Income A OT OT LUX 01/05 EUR 6.85 0.6 8.8 23.4
Eur Income A2 OT OT LUX 01/05 EUR 14.17 0.8 9.1 23.5
Eur Income B OT OT LUX 01/05 EUR 6.85 0.6 8.1 22.6
Eur Income B2 OT OT LUX 01/05 EUR 13.08 0.8 8.3 22.6
Eur Income I OT OT LUX 01/05 EUR 6.85 0.6 9.4 24.0
Eur Strat Value A EU EQ LUX 01/05 EUR 9.20 2.4 6.0 13.0
Eur Strat Value I EU EQ LUX 01/05 EUR 9.50 2.6 6.9 13.9
Eur Value A EU EQ LUX 01/05 EUR 10.02 2.6 7.3 15.0
Eur Value B EU EQ LUX 01/05 EUR 9.12 2.5 6.2 13.9
Eur Value I EU EQ LUX 01/05 EUR 11.67 2.6 8.2 16.0
EuroZone Strat Val AX EU EQ LUX 01/05 EUR 8.00 1.8 12.0 17.3
EuroZone Strat Val BX EU EQ LUX 01/05 EUR 7.12 1.7 10.9 16.1
EuroZone Strat Val IX EU EQ LUX 01/05 EUR 8.79 1.7 12.8 18.2
Gl Balanced (Euro) A EU BA LUX 01/05 USD 16.42 NS NS NS
Gl Balanced (Euro) B EU BA LUX 01/05 USD 15.84 NS NS NS
Gl Balanced (Euro) C EU BA LUX 01/05 USD 16.25 NS NS NS
Gl Balanced (Euro) I EU BA LUX 01/05 USD 16.84 NS NS NS
Gl Balanced A US BA LUX 01/05 USD 17.65 0.7 5.4 14.3
Gl Balanced B US BA LUX 01/05 USD 16.61 0.7 4.3 13.2
Gl Balanced I US BA LUX 01/05 USD 18.43 0.8 6.1 15.1
Gl Bond A OT OT LUX 01/05 USD 9.47 -0.2 6.0 9.8
Gl Bond A2 OT OT LUX 01/05 USD 17.07 -0.2 6.0 9.7
Gl Bond B OT OT LUX 01/05 USD 9.47 -0.2 5.0 8.7
Gl Bond B2 OT OT LUX 01/05 USD 14.80 -0.2 5.0 8.6
Gl Bond I OT OT LUX 01/05 USD 9.47 -0.2 6.6 10.4

Gl Conservative A US BA LUX 01/05 USD 15.41 0.3 5.2 10.6
Gl Conservative A2 US BA LUX 01/05 USD 17.90 0.3 4.7 10.4
Gl Conservative B US BA LUX 01/05 USD 15.40 0.3 4.0 9.4
Gl Conservative B2 US BA LUX 01/05 USD 16.83 0.2 3.6 9.3
Gl Conservative I US BA LUX 01/05 USD 15.50 0.3 5.7 11.4
Gl Eq Blend A GL EQ LUX 01/05 USD 12.45 1.4 4.4 16.5
Gl Eq Blend B GL EQ LUX 01/05 USD 11.56 1.3 3.2 15.2
Gl Eq Blend I GL EQ LUX 01/05 USD 13.24 1.4 5.2 17.4
Gl Growth A GL EQ LUX 01/05 USD 45.42 1.2 6.0 16.9
Gl Growth B GL EQ LUX 01/05 USD 37.53 1.2 4.9 15.8
Gl Growth I GL EQ LUX 01/05 USD 50.84 1.2 6.9 17.9
Gl High Yield A OT OT LUX 01/05 USD 4.67 0.6 15.0 36.0
Gl High Yield A2 OT OT LUX 01/05 USD 10.78 0.7 15.0 35.9
Gl High Yield B OT OT LUX 01/05 USD 4.67 0.6 13.9 34.5
Gl High Yield B2 OT OT LUX 01/05 USD 17.16 0.6 13.9 34.5
Gl High Yield I OT OT LUX 01/05 USD 4.67 0.6 15.7 36.9
Gl Thematic Res A GL EQ LUX 01/05 USD 17.64 1.6 16.3 41.0
Gl Thematic Res B GL EQ LUX 01/05 USD 15.28 1.6 15.1 39.6
Gl Thematic Res I GL EQ LUX 01/05 USD 19.83 1.6 17.3 42.1
Gl Value A GL EQ LUX 01/05 USD 11.76 1.6 3.1 16.3
Gl Value B GL EQ LUX 01/05 USD 10.70 1.5 2.0 15.1
Gl Value I GL EQ LUX 01/05 USD 12.61 1.5 3.9 17.1
India Growth A EA EQ LUX 01/05 USD 149.93 -1.8 15.3 NS
India Growth AX EA EQ LUX 01/05 USD 131.45 -1.8 15.7 47.7
India Growth B EA EQ LUX 01/05 USD 155.48 -1.9 14.2 NS
India Growth BX EA EQ LUX 01/05 USD 111.23 -1.9 14.5 46.3
India Growth I EA EQ LUX 01/05 USD 136.91 -1.8 16.3 48.4
Int'l Health Care A OT EQ LUX 01/05 USD 138.13 0.8 0.3 8.7
Int'l Health Care B OT EQ LUX 01/05 USD 115.34 0.8 -0.7 7.6
Int'l Health Care I OT EQ LUX 01/05 USD 152.15 0.8 1.1 9.5
Int'l Technology A OT EQ LUX 01/05 USD 132.66 2.1 17.7 32.5
Int'l Technology B OT EQ LUX 01/05 USD 113.80 2.1 16.6 31.2

Int'l Technology I OT EQ LUX 01/05 USD 149.96 2.1 18.7 33.6
Japan Blend A JP EQ LUX 01/05 JPY 6066.00 1.5 -0.8 5.0
Japan Growth A JP EQ LUX 01/05 JPY 5692.00 1.3 -4.1 0.1
Japan Growth I JP EQ LUX 01/05 JPY 5906.00 1.3 -3.3 0.9
Japan Strat Value A JP EQ LUX 01/05 JPY 6439.00 1.8 3.4 10.2
Japan Strat Value I JP EQ LUX 01/05 JPY 6664.00 1.8 4.2 11.1
Real Estate Sec. A OT EQ LUX 01/05 USD 16.77 0.7 15.4 25.8
Real Estate Sec. B OT EQ LUX 01/05 USD 15.17 0.7 14.2 24.5
Real Estate Sec. I OT EQ LUX 01/05 USD 18.17 0.8 16.4 26.8
Short Mat Dollar A US BD LUX 01/05 USD 7.45 0.4 5.0 8.3
Short Mat Dollar A2 US BD LUX 01/05 USD 10.30 0.4 4.9 8.3
Short Mat Dollar B US BD LUX 01/05 USD 7.45 0.4 4.6 7.9
Short Mat Dollar B2 US BD LUX 01/05 USD 10.20 0.3 4.4 7.8
Short Mat Dollar I US BD LUX 01/05 USD 7.45 0.4 5.6 8.9
US Thematic Portfolio A EUR H US EQ LUX 01/05 EUR 19.08 1.7 NS NS
US Thematic Portfolio B EUR H US EQ LUX 01/05 EUR 18.99 1.7 NS NS
US Thematic Portfolio C EUR H US EQ LUX 01/05 EUR 19.04 1.7 NS NS
US Thematic Portfolio I EUR H US EQ LUX 01/05 EUR 19.15 1.6 NS NS
US Thematic Research A US EQ LUX 01/05 USD 10.62 1.5 22.4 19.2
US Thematic Research B US EQ LUX 01/05 USD 9.68 1.6 21.2 18.0
US Thematic Research I US EQ LUX 01/05 USD 11.52 1.6 23.3 20.2

n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 11/16 GBP 8.47 2.8 3.6 14.9

FUND SCORECARD
Russia Equity
Funds that invest primarily in the equities of companies based in Russia. 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 06, 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 Prosperity Prosperity Capital USDGGY 2.66 80.86 96.64 NS
Russian Domestic ORD Management

NS Prosperity Prosperity Capital USDGGY 2.84 65.78 65.16 NS
Voskhod Ord USD0.01 Management Ltd

NS OP-Venäjä A OP-Rahastoyhtiö Oy EURFIN 2.63 60.39 102.90 9.63

NS Prosperity Prosperity Capital USDCYM 59.23 59.05 111.40 9.80
Russian Prosperity A Management (UK) Ltd

NS Evli Greater Evli-Rahastoyhtiö EURFIN 0.94 57.68 84.97 8.62
Russia A Oy

NS JPMorgan JPMorgan Asset GBPGBR 3.46 53.35 97.45 12.05
Russian Securities ORD Management (UK) Limited

NS Danske Sampo Rahastoyhtiö EURFIN 1.50 52.13 75.87 6.76
Invest Russia Small Cap K Oy

NS Danske Sampo Rahastoyhtiö EURFIN 2.08 50.85 81.33 8.98
Invest Russia K Oy

NS Russian Seligson Co EURFIN 1.69 49.07 99.76 8.50
Prosperity Euro A Rahastoyhtiö Oyj

NS BNP Paribas BNP Paribas JPYLUX 47.97 48.78 87.63 NS
Flex III Equity Russia I Investment Partners Lux

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.

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

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

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

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

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 12/31.00 USD1464.76 7.4 -12.7 -6.5

European stocks inch up;
euro tumbles vs. dollar

European stocks extended their
new-year rally Thursday, but not
convincingly, as investors chose to
trade carefully ahead of Friday’s U.S.
labor report, while the euro sank
against the dollar.

The Stoxx Europe 600 index
ended up 0.4% at 281.49, but some of
the major national indexes didn’t
fare as well.

On the heels of Wednesday’s bet-
ter-than-expected employment sur-
vey, U.S. initial jobless claims were
released, showing that the number
of U.S. workers who filed new appli-
cations for unemployment benefits
rose last week to 409,000, slightly
higher than expected. Nevertheless,
investors remain upbeat about Fri-
day’s employment data.

In the U.S., however, sentiment
was colored by euro-zone debt wor-
ries, prompting me investors to step
back after the market’s recent surge.

Late afternoon in New York, the
Dow Jones Industrial Average was
down 45 points, or 0.4%, at 11678.
Retail and telecommunications
shares were laggers. The Standard &
Poor’s 500-stock index was off 0.4%
at 1271, while the Nasdaq Composite
was up 0.1% to 2705.

“There’s still some concerns that
are not over with, and that’s sobered
some people up,” said Pete Sorren-

tino, senior portfolio manager at
Huntington Funds.

The euro-zone worries boosted
U.S. Treasurys. Some buyers also
were attracted by yields nearing a
seven-month peak. The benchmark
10-year note closed 17/32 higher to
yield 3.418%.

The cost of insuring Western Eu-
ropean sovereign debt using credit-
default swaps hit a record high. The
iTraxx SovX Western Europe index,
which tracks the cost of default pro-
tection on debt issued by 15 Western
European sovereigns, was 0.11 per-
centage point higher compared with
Wednesday’s close, according to in-
dex owner Markit. The index has
risen steadily since mid-October in
response to worries about the health
of smaller euro-zone countries and
about whether bondholders will be
forced to take losses under a mecha-
nism to be introduced in 2013.

Angus Campbell, head of sales at
Capital Spreads, said the main risk
for equity markets is further fallout
from the sovereign-debt crisis.

Underlining those fears, shares of
KBC Group fell 3.2% in Brussels af-
ter the company said it would take
extra provisions in the fourth quar-
ter, in part because of a further de-
terioration in its Irish loan book.

In London, the FTSE 100 index
hit a 30-month intraday high, but
couldn’t hold on, falling 0.4% to
6019.51. A fall in commodity prices

pressured miners, which hold a
heavy weighting on the index. Fres-
nillo fell 5.3% and Antofagasta
slipped 3.1%.

On the upside, ARM Holdings
gained 2.2% after Microsoft said its
new Windows operating system will
support the company’s chips.

In Frankfurt, the DAX index
gained 0.6% to 6981.39, boosted by a
better-than-expected rise in Euro-
pean confidence and a surprise gain
in German industrial orders in No-
vember. Airline Deutsche Lufthansa
surged 2.6%, while drug firm Bayer
gained 2.8%.

J.P. Morgan Cazenove named
Bayer as one of its top big-cap phar-
maceutical picks for 2011.

In Paris, the CAC-40 was virtu-
ally flat at 3904.42. PSA Peugeot-
Citroen rose 2.1% on reports a re-
cord 3.6 million vehicles were sold in
2010. Renault gained 3%. Barclays
Capital upgraded the sector, saying
that strong demand from emerging
markets has further to run in 2011.

Macroeconomic news was mixed.
Economic confidence in the euro
zone rose in December, boosted by
sharp increases in industrial and re-
tail confidence. However euro-zone
retail sales for November were
weaker than expected and annual
growth was the weakest since April.
German industrial orders rose 5.2%
in November from 1.6% in October.

Currency markets were subdued

during the European session, but the
euro sold off sharply in New York
because of the euro-zone debt wor-
ries and as confidence grew regard-
ing the U.S. economic recovery.

The euro hit a session low at
$1.2997, well below its 200-day mov-
ing average, and was at $1.3009 in
late trade, down from $1.3155 late
Wednesday.

The dollar’s strength was oil’s
weakness. Light, sweet crude for
February delivery hit a two-week
low on the New York Mercantile Ex-
change before recovering a bit to
trade down $1.92, or 2.1%, at $88.25
a barrel.

Gold for January delivery on the
Comex division of Nymex fell $2 per
ounce, or 0.2%, to $1371.40.

BY ANDREA TRYPHONIDES
AND SIMON KENNEDY




