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THURSDAY'’S KEY ECONOMIC EVENTS  ET/GMT Reuters poll Prior Source

Import Prices (Dec) 0830/1330 -0.0 pct +1.7 pct  Bureau of Labor Statistics

- - Export Prices (Dec) +0.3 pct +0.8 pct

Retail Sales mm (Dec) 0830/1330 +0.5 pct +1.3 pct  Census Bureau

- - Ex— Autos mm (Dec) +0.3 pct +1.2 pct

Initial Claims 0830/1330 437,000 434,000 Labor Department

- - 4 Weeks Average -- 450,250

- - Continuing Claims 4.77 min 4.802 min

Business Inventories (Nov) 1000/1500 +0.2 pct +0.2 pct  Commerce Department

Philadelphia Federal Ind Rev (Dec) 1000/1500 - - 20.4 Federal Reserve Bank of Philadelphia

RECAP: WEDNESDAY’S MARKETS WHAT TO WATCH ON THURSDAY

Stocks gained at the expense of bonds as investors raised e Intel kicks off tech-sector earnings, and there's a chance the bell-

their risk profiles ahead of blue chip earnings. Oil slipped on wether stock might sel | off if the 2010 o utlook is n't particularl y
a surprising build in crude and distillate stocks. Gold rose as rosy. C hipmakers are em erg-
the dollar gave up some of the previous session’s gains. ing from th e i ndustry's worst
downturnin decades and are
STOCKS Close Change % Chng  Yr-high Yr-low expected to b enefit fromre -
newed sp ending o n techn ol-
DJIA 10680.77 53.51 0.50 10676.23 6469.95 ogy by corporations. But some
Nasdaq 2307.90 25591.12 2326.28 1265.52 investors worry about a sh ort- P
lived ti i i duc- ' Tﬂl‘ﬂﬂl'rﬂ
S&P 500 1145.68 9.46 0.83 1149.74 666.79 Ived correction In semiconauc

tor counters. Shares of Inte |,

Toronto 11850.79 30.61 0.26 12070.20 7479.96 . . .
which gained more than 8 p ercent over the holiday quarter, have
Russell 643.56 8.06 1.27 648.40 342.59 risen 30 percent over the past six months, bolstered by increased
FTSE 5473.48  -25.23-0.46 5600.48 5410.82 consumer spending in the absenc e of corporate demand. "We're
Eurofirst 1056.49 256 0.24 1074.50 1045.54 on the cusp of an enterpris e spenq cycle this year. We're on the
o cusp of impro ving cons umer s entiment and consum er spen ding
Nikkei 10735.03 -144.11-1.32 10905.39 10608.14 for notebooks," said W edbush Morgan an alyst Patrick W ang. But
Hang Seng 21748.60 -578.04 -2.59 22671.92 21689.22 "Intel is chea p," he said, ad ding its valuati on of abo ut 11-times
forward earnings for 20 10, minus cash, was a historic low based
TREASURIES Yield Price FOREX Today Prior on his data. Intel is exp ected to announc e quarterly e arnings of
10-year 37849 -18 /32 Euro/Dollar 1.4510 1.4482 30 cents, up from 4 cents in the same quarter of 2008, accordi ng
to Thomson Reuters I/B/E/S.
2-year 0.9556 -3/32 Dollar/Yen 91.42 90.99
S-year 2.5305 -8/32 Sterling/Dollar  1.6282 1.6161 e President Barack Obama will announce plans to raise mone y
30-year 4.7028 -40/32 Dollar/CAD 1.0308 1.0388 from major financi al firms to cover expect ed losses fro m a tax-
payer-funded bank b ailout. T he announc ement, due at 1145
COMMODITIES Price  $change % change EST/1645 GMT, comes at a time when the unemployment rate is
February crude $ 7967 112139 stuck in d ouble di gits a _nd p_ublic anger is growing over big _bo-
nuses that so me financi al fi rms are poise d to resume pa ying,
Spot gold (NY/oz) $ 1138.15 10.20 0.90 barely a year after the heigh t of the globa | financia | crisi s that
Copper U.S. (front month/lb) $ 3.3875 0.0500 1.50 made the b ailout necess ary. An  Obama administrati on o fficial
Corn (front month/bu) $ 3.8500 0.0000 0.00 said the am ount raised would no.t e xcegd $120 billion since this
i was the hi gher end of cons ervative estimate s of the cost of the
Reuters/Jefferies CRB Index 285.14 0.620.22 Troubled Asse t Relief Progr am, or TARP. Treasury offici als e x-
pect TARP losses to be much lo wer than that sum, and over the
BIG MOVERS Price.  $change % change course of years the fee will pay back any costs of the $700 billion
AMR 8.09 0.28 3.59 taxpayer b ailout, the admini stration officia | said. Obama is also
. scheduled to discuss the economy andj obs when ad dressing
Hot Topic 093 0.19.3.31 House Democrats at their 2010 Issues Conference.
Sears Holding 103.12 2.69 2.68
Ivanhoe Mines 17.64 0.412.38 e The Financial Crisis Inquiry Commission hears from U.S. At-

Protalix Biother 7.63 0.17 2.28 torney General Eric Holder, F DIC Chairm an Sheila Bair and
YRC Worldwide 108 20.02 182 SEC chairman Mary Shapqu in day two of the panel’s review of

Wall Street. T he Congress ional pa nel, w hich has su bpoena
Rite Aid 1.51 -0.02 -1.31
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WHAT TO WATCH ON THURSDAY (continued)

power, will issue recommendations in December that could set
the stage for the ne xtro und of fin ancial reg ulation. On
Wednesday, the chiefs of Wall Street's biggest firms defended
the lucrative pay practices and huge size of their busi nesses
that regulatory changes are needed. With U.S. unemployment
near a 26-year-high after the worst recession in decades, pub-
lic fury is growing over the crisis, taxpayer bailouts and huge
bonuses for bankers. Phil Angelides, chairman of the Financial
Crisis Inquiry Commission, told the CEOs his pan el will hold
hearings through the year and take testimony from hu ndreds
of indivi duals. "Peo ple are a ngry. T hey have arightto be,"
Angelides said, citing W all Street's bonuses and profits. (See
Top News)

A positive r eading on December retail sales could help to
restore som e confid ence in the dur ability of the eco nomy's
recovery, w hich was
shaken by a surprise dr op !
inn onfarm payrolls | ast g
month. Major retailers re-
ported stronger-than-
expected sales for the holi-
day-heavy month, and mo-
tor vehicle p urchases were
also stron g. T he median
forecast for retail sales is
for rise of 0.5 perce nt after an incre ase of 1.3 percent. Fore-
casts range from flat to a rise of 1.4 percent. The median fore-
cast for sales excluding autos is for a g ain of 0.3 p ercent fol-
lowing a nincr ease of 1.2 p ercentin Nov ember. F orecasts
ranged from a 0.1 percent fall to a rise of 1.2 percent. An up-
beat retail sales report would provide a catalyst to push stocks
to fresh 15-month highs, with the benchmark S&P 500 now up
69 percent since bottoming out in early March.

The National Retail Federation releases its latest data on the
2009 holiday s ales se ason. T he group ha d forecast a s ales
decline of 1 percent, but other measures of retail performance
have shown store chains came in better than expected after a
dismal 2008.

The ECB holds a policy-setting meeting. Economists polled by
Reuters think it will hold interest rates steady at 1 percent. The
announcement is due at 0745 EST/1245 GMT.

e Cadbury may still give more details o n its 200 9 results af ter
the Lond on market closes. Its in vestors have until F eb. 2 to

respond to Kraft's offer, but Britain’s T akeover Panel allowed
Cadbury to provide extra detail on its res ults given the prox-
imity of its Dec. 31 financial year end.

Results from private agribusiness and trading giant Cargill will
probably sh ow a big hit from it s stake in fertilizer prod ucer
Mosaic, which posted lower-than-expected quarterly earnings.

The Commodity Futures Trading Commission will unv eil
long-awaited propos als aime d at barring mani pulators from
high-flying e nergy ma rkets, butthe ag ency is e xpected to
tread li ghtly with its ne w r egulations, at| eastinitially. Ina
drawn-out process that has weighed over energy markets for
the past several months, will hold an ope n meeting to decide
whether to adopt a "proposed rule" to limit the number of con-
tracts trading entities can hold in a particul ar market. The pro-
posal, which has been kept under wraps, would still be subject
to pub lic com ment that als o could last several mor e weeks.
The new rules, if adopted, are a strand of the Obam a admini-
stration's efforts to impose a ne w re gulatory re gime onthe
financial industry, widely blamed for the meltdown caused by a
series of g lobal spec ulative bub bles. T he ann ouncement is
expected around 1300 EST/1800 GMT.

Navy Rear Admiral Jim Murdoch briefs reporters at the Sur-
face Navy Association on the acquisition strategy for the L itto-
ral Combat Ship program. Lockheed and General Dynamics
are currently competing for a contract valued at over $5 billion
to build 10 more LCS sh ips for the Nav y, plus providing the
computer eq uipment to run five more. Sau di Arabi a is also
considering buying LCS ships for its multib illion dollar naval
modernization program.

UK- and Australia-listed mining company Rio Tinto could ex-
ceed an up wardly revised a nnual global iron ore production
forecast, as its Australian mines produced at full tilt in the final
months of 2009 following a slow start. But the a dded tonnage
scheduled to show up in Rio's fourth-quarter production sum-
mary is unlikely to dampen red hot iron ore prices, which have
risen over 8 0 percent since th e start of 2009, they said. "N ow
is the time to produce iron ore and Rio Tinto knows that," said
James Wilson, a mining ana lyst with DJ Carmichae | & Co in
Perth. "Rio Tinto and other iron ore producers are back on the
front foot."
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MARKET MONITOR

The Do w rose to a fresh 15-month closi ng high, as inve stors
bought fin ancial a nd tec hnology sh ares, and Merck benefited
from a brokerage up grade. The Dow put on 53.66 p oints, or
0.50 percent, to end at 10,680.92. The S&P Index gained 9.47
points, or 0.83 percent, at 1,145.68. The Nasdaq was up 25.59
points, or 1.12 percent, at 2,307.90. JPMorgan shares rose 1.8
percent and led gains in the KBW bank index, while chip maker
Advance Micro Devices jumped 5.8 percent after falli ng five
straight sessions. Intel share s rose 1.7 per cent. "Heading into
Intel and JPM organ earnings, | think there w as a sens e things
have so Id off eno ugh and b uyers hav e felt more comfortabl e
buying i ntos emiconductors and fina ncials," sa id Mi chael
James, senior trader at W edbush Morgan in Los An geles. The
biggest boost to the Do w came from Merck shares, up 3.7 per-

cent after Cre dit Suisse u pgraded the stock. Google's share s
fell 0.6 percent after the Internet search giant said it may shut its
China operations over cens orship and hacking. Shares of rival
Chinese search engine Baidu jumped 13.7 percent.

Treasury prices fell as a renewed appetite for stocks and other
risky ass ets curbe d dema nd for governme nt bonds while an
auction of 10- year notes enticed some investors. Lin gering jit-
ters over ap petite for Thursday's $ 13 billion of 30- year bonds,
the last of this week's $84 billion Treasury supply, also curbed
bond demand, analysts said. "No one wants to go into tomorrow
too lon g," said Jeff Given, por tfolio manager with MFC Global

Investment Manag ement in Boston. T he tw o-year to 10- year
part of the yield curve steepened to 283 basis poi nts. This
compared to a n intrad ay rec ord of 28 8 ba sis points two days
ago. T he price on b enchmark 10-year Treasuries were down
17/32 at 96-22/32. Its yield was 3.78 percent, up from 3.72 per-

centon T uesday. T he 10- year a uction's bid-to-c over ra tio, a
gauge of overall demand, came in at 3.00, abov e its recent av-

erage. The 30-year bond fell 1-10/32 in price for a yield of 4.71
percent, up ne arly 9 basis p oints. T he 30-ye ar yield spik e fol-
lowed an 11 b asis point drop on Tuesday, the big gest single-
day fall in four months.

High-yielding currencies rallied, reversing losses in the prior
session, as in vestors concluded C hina's u nexpected mo netary
tightening would not derai | the world's third-larg est econ omy.
Commodity-linked currencies such as the Australian dol lar re-
covered some losses but the market remain ed nervous that the
withdrawal of liquidity may prompt unwinding of positions in risk-
ier assets as econ omies rec over an d central banks focus on
inflation risks. "Commodity currencies are on a much better foot-
ing today, but what happened in China is a reminder that they
are vuln erable," said Omer Esiner, seni or market anal yst at
Travelex Global Business Payments in Washington. Esiner said

the reaction to China's measures yesterday was too far, too fast
and with more thought, investors realized the impact of Ch ina's
moves won't be detrimental to global economic growth. In late
afternoon trading in New York, the Australian dollar climbed 0.4
percent to $0.9240, with traders noting sovereign demand facili-
tating the m ove. T he yen d eclined br oadly, parin g T uesday's
gains. The dollar rose 0.5 percentto 91.4 3 yen. The euro was
up 0.1 percent at $1.4508.

Oil prices fell below $80 a barrel, pressured by a U.S. i nven-
tory report showing rises in crude a nd distil late fuel stocks de-

spite severe winter weather. Crude stocks, expected to ris e by
1.2 million barrels, shot up by 3.7 million, the Energy Informa-
tion Administration said. Inventor ies of distill ates, which in-
clude heating oil and diesel, rose by 1.4 million barrels, instead
of falling as forecast. U.S. crude for February delivery fell $1.14
cents to settle at $79.65a b arrel. It earlier fell to $78.37, the
lowest since Dec. 29. T he price of U.S. cru de has fallen more
than $4 from a 15-mo nth hi gh of $83.95 reach ed on Mond ay
and some analysts believe it could have further to fall. "It is be-

coming incr easingly apparent that the upsi de br eakout a bove
key $82 resistance seen last week never got going and seems
to have b een no more th an a short-lived burst higher," Edward
Meir of MF Gl obal said in a r eport. Oil inventories have bulged

in the U nited States over th e past 18 m onths as the eco nomic
crisis has cut ener gy demand. Very cold weather over the past
two weeks was expected to have helped to erode stocks.

Gold prices rose in choppy trade as a | ower dollar prompted
physical buying and short covering after th e previous session's
sharp losses. "Gold is gettin g supp ort from dollar mov ements,
as we don't really have any major catalysts to drive the market,"
said Rick Bensignor, chief market strategist at Execution LLC, a
New York- based broker-dealer. T he metal drop ped along with
most commodities on Tuesday after China's decision to raise its
banks' res erve requ irements sparke d fear s spen ding will be
curtailed, decreasing bullion's appeal as a hedge against infla-
tion. Spot gold was at $1,135.85 an ou nce, against $1,127.95
late in N ew York on T uesday. Bullion found support ar ound its
50-day moving average at $1,130, analysts said, after trading as
low as $1,119.35 earlier in the session. U. S. gold futur es for
February delivery settled up $7.40 to $1,136.80 an ounce. "This
morning and last night, ther e were quite a few physical buyers
bargain-hunting around in the marketplace, and we saw some
good demand out of India an d elsewhere," said Afshin N abavi,
head of tradin g at MKS Finance. "W ith the dollar back o n the
slide, there is more interest," he added. "l w ouldn't be surprised
if we pushed near to the high end of the ra nge again, which is
around $1,145-50."
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TOP NEWS

Wall Street frets over Google's future in China

Google's threa t to withdraw from Chin a ov er censors hip and
cyber attacks has suddenly jeopardized any plans it has for the
world's biggest Internet market, stunning investors and analysts.
Google's ann ouncement that it ma y q uit C hina -- a poss ibility
that anal ysts s aid a ppeared realistic and increasingly likely - -
carries with it broader implications for other U.S. technology and
media companies that have p laced big b ets on business in the
country. In the case of Googl e, China accounts for only a frac-
tion of its curre nt business, ro ughly $300 million to $60 0 million
in annual reve nue, or less than 5 percent of its total, anal ysts

shook economies worldwide. At one point, Blankfe in compared
the forces u nderlying the cris is to bei ng hitby a wave of hurri-
canes. The Chairman of the Financial Crisis Inquiry Commis-
sion, Phil Ang elides, shot ba ck: "Mr. Blankfein, | wanttosay
this. Having sa t on the board of the California Earthquake Au-
thority, acts of God will be exempt. These were acts of men and
women."

SEC proposes "effective" ban on naked access...
Securities reg ulators pr oposed rul es that would re quire more
supervision of unlicensed high-frequency traders who gain un-

Baidu vs. Google

fettered, or "naked," access to public
markets. T he Securities and Ex-
change Commission voted for a
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protect agai nst potential misha ps
from unlicensed traders. In th e prac-
tice kno wn as "spons ored" access,
brokerages that have been approved
to trade on an exch ange rent their
access to traders, who are then able
to shave milliseconds from the time it
takes to access the markets. In
"naked spo nsored" acc ess, also
called "unfi Itered" access, the bro-
kers do not screen orders en route to
markets, maki ng el ectronic tradin g
even faster. " We are conc erned that
order entry errors in this setting could
suddenly and sign ificantly make a
broker dealer or other market partici-
pants fin ancially vu Inerable within

ther
5.0%
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estimate. The bigger concern is what a withdrawal would mean
for Google's future prospects, given the size of China's market
and the poten tial for advertising sales there. Such concern s
pushed investors toward C hinese s earch e ngine Baidu, which
leads Google in China's search market with more than 6 0 per-
cent share. Shares of B aidu jumped 13.71 percent to $4 39.48,
while Google shares slipped 0.57 percent to $587.09. Goldman
Sachs analy st James Mitchell sa id Bai du could p ick u p t wo-
thirds of Googl e's revenue if G oogle exits, potentially adding 25
percent to Baidu' s 201 0 rev enue run rate. (See Analysis and
Insight Section)

Wall St Barons concede failures, defend pay

Top exec utives of W all Stre et's bigg est b anks ack nowledged
broad failures as they testified to a U.S. commission looking into
the financial crisis, while the White House said an industry apol-
ogy was in order. While they acknowledged mistakes in manag-
ing risk, the CEOs of the co untry’s top fina ncial institutions de-
fended their pa y pack ages and cal led for modest regul atory
changes. Goldman Sachs CEO Lloyd Blankfein was compelled
to defend his firm's role in cr eating sub prime mortgag e-backed
securities at the center of the financial crisis, while at the s ame
time shorti ng them, or betti ng the y would lose v alue. W hite
House spok esman Ro bert Gibbs told rep orters on W ednesday
that an apology from W all Street leaders "would be the least of
what anybody might expect." Sworn in to testify with Blankfein to
the commissi on were JPM organ C hase C EO Jamie Dimon,
Bank of Ameri ca CEO Brian Moynihan and Morg an St anley
Chairman John Mack. No major rev elations were forthc oming
from the banki ng executives about the causes of t he crisis that

mere minutes or seconds," said SEC
Chairman Mary Schapiro.

... SEC sets market review, high-frequency probe

Securities reg ulators a Isot ook their first stab atdeci ding
whether rules are needed to curb high-frequency traders, whose
lightning-fast computer pro grams now d ominate eq uities mar-
kets. In a mov e that co uld overhaul how markets function, the
SEC voted to seek p ublic comment o n th e rapi d trad es, the
anonymous tr ading ve nues known as dar k pools, an d other
market dev elopments th at h ave blossomed over t he | ast dec-
ade. The SEC will publish a so-call ed concept rel ease a sking
whether the current structure of markets is fair to inv estors and
whether they have the tools to protect th eir interests. "T he eg-
uity mark ets have un dergone extraordinary change," said SEC
Chairman Sc hapiro. "At the commission, we must conti nually
assess how changes in the market are affecting investors." T he
60-page document asks whether high-frequency trad ers -- the
proprietary firms, banks and hedg e funds that use sophisticated
algorithms to make markets and profit from tin y imbalances --
present s ystemic risk. Some la wmakers have press ured the
SEC to speed up its revie w of the markets and are concerned
that the changes have created a sy stem that benefits computer
traders and sophisticated players.

Possibly 50,000 killed in quake-Haitian president says

The death tol | in Ha iti's catastroph ic eart hquake co uld run to
tens of thousa nds, the cou ntry's president said, a d ay after the
quake demolished schools, hospitals, houses and hillside shan-
ties across the crowded and impoverished capital. Asked by a
CNN re porter ho w m any people had di ed, Presid ent Rene
Preval rep lied "l don' tknow ", ad ding"u ptono w, | heard
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50,000 ... 30,000." But he did not say where these estim ates
came from. Haitians wandered broken streets in a daze, or tried
to rescue p eople trap ped u nder ru bble. T he loc al Red Cross
said it was overwhelmed. A five-story U.N. headquarters buil d-
ing was destroyed by T uesday's 7.0 mag nitude quak e, w hich
the U.S. Geolo gical Survey said was the m ost powerful in Haiti
in more than a centur y. Sev eral bo dies were pull ed fro m the
wreckage of the U.N. building and more than 100 staff members
were missing, a spokesma n said. Peop le sobbed in the streets
of Port-au-Prince and voices cried out from the rubble. "Please
take me out, | am dying. | have two children with me," a woman
told a Re uters journalist from under a coll apsed kindergarten in
the Canape-Vert area of the capita I. The presidential palace lay
in ruins, its domes fallen on top of flattened walls. Preval and his
wife were not inside when the quake hit.

...companies offer aid

Companies ple dged millions of dollars in ai d to help victi ms of
the earth quake. Digice | Group, a top mo bile phone operator in
Haiti, said it would donate $5 million in cash toward relief efforts
and appealed to others to he Ip victims of the quak e. Lowe's is
donating $1 million to th e Red Cross' effort's in H aiti. The no. 2
U.S. home improvement chain also plans to seek monetary con-
tributions from its customers,  spokes woman Juli e Yeni chek
said. National Bank of Canada, w hich will contribute up to
C$250,000 to the Canadi an Red Cross, said Nation al Bank
MasterCard cardholders can exchange reward points for a cash
donation to the Canadian Red Cross. Bank of Nova Scotia said
it would accept donations to the Canadian Red Cross in its bank
branches, and would make a C$250,000 corporate contribution.
Wells Fargo will co ntribute $100,0 00 to the America n Red
Cross' disaster relief fund. Bank of America plans to provid e
aid too, a company spokeswoman said. FedEx said it is working
with inter national re lief gr oups incl uding t he Re d Cross to fl y
supplies to th eisl and once shipm ents start movin g, while
United Parcel Service, which particip ates a W orld F ood Pro-
gram that helps coordinate delivery of aid to disaster zones, said
it expects to have its volu nteers in the pro gram called up soon.
The best way for corporations to support relief efforts at the mo-
ment is to make cash donations, said Caryl Stern, president and
CEO of the U.S. F und for UNICE F, the Unite d Nati ons Chil-
dren's Fund. "What we need in the first few days is to enable the
humanitarian workers to do theirjobs, to g oin and do rescue
and recovery... and that takes cash," she said.

Fed says economy weak but mending as 2010 began
Economic activity remained at alo wlevel as 2010 be gan but
was improving modestly and beginning to broaden out to include
wider s waths of the countr y,the Federal Reserve said.
"Reports from the 12 F ederal Re serve dis tricts indicate d that
while economic activity remains at a lo w level, conditions have
improved modestly further, and those improvements are broader
geographically than in the last r eport," according to the periodic
Beige Book report compiled this time b y the Phi ladelphia re-
gional Fed bank. The Fed's conclusions were based on results
of a surve y taken on or b efore Jan. 4. It said s hoppers in the
2009 holiday season spent slightly more freely than in 2008 but
at a rate still far below 2007 levels, when the economy was just
on the verge o f slipping into a serious fina ncial crisis. Job mar-
kets were still soft in most of the country, though the New York
Fed reporte d "a modest pick up" in hiring and sever al ser vice-
sector firms in the St. Louis Fed region planned to take on more
employees.

PIC OF THE DAY

A Chinese Google user stands with bouquets of flowers that he wants
to present to th e Google China headquarters in Beijing. The flo wers
were to be part of a homage by a group of Google users in China.

White House says stimulus has saved 2 million jobs
President Barack Obama's emerge ncy spending mea sures
last year saved up to 2 million U.S. jobs, the White Hous e said,
but it warned that the outlook for the ec onomy remained uncer-
tain. Obama, anxious to reduce double-digit U.S. unemployment
which h as de nted his po pularity, has alr eady c alled for addi-
tional governm ent measures to boost jobs on top of the  $787
billion stimulus package he signed in F ebruary 2009. Christina
Romer, head of Obama's Council of Econ omic Advisers, said
she expects positive job creation by the spring, but stressed that
there was definitely a need for additional "targeted action" to aid
employment. "There is uncertainty about where the economy is
going ...when will the private sector come back," "Where are we
going to b e a year from now, do we see consumer confidence
come back, do we see firm s ... starting to invest agai n," she
said. In respo nse to Obama' s call for more measur es, the
House of Re presentatives la st month ap proved another $155
billion jobs package. The Senate is e xpected to take up its ver-
sion of fresh j obs le gislation in the comi ng weeks. T he W hite
House, using two different ap proaches to fig ure out the im pact
of the stimul us packa ge, estimates that U. S. employment had
been raised by between 1-1/2 and 2 million jobs by the end of
2009 as a result of the stimulus measures.

Worldwide PC shipments jump

Global shipments of personal computers soared 15.2 percent in
the fourth qua rter from a ye ar earli er, hel ped by strong U.S.
holiday sales of lo w-cost not ebooks, accor ding to IDC' s quar-
terly survey. The res earch firm said sales of low-cost notebook
computers dur ing the hol iday s eason hel ped drive U.S. ship-
ments up b y a higher-than-expected 24 percent. IDC researc h
manager David Daoud said a big contraction in sales a year ago
contributed to the strong, year-on-year gain in the U.S. market,
but that the i ntroduction of lo wer price p oints stimulated de-
mand. "In this context, low-cost notebooks a nd mini-n otebooks
were th e biggest contrib utors to the succ essful fourth q uarter.
Once again, the consumer market overcame the weak commer-
cial sector to s ave the quarter," he sa id. Hewlett-Packard so-
lidified its lea dership in glo bal market share, with 20.7 per cent
compared with 19.6 percent a year ear lier. Acer, with 13.4 per-
cent of worldwide market share, grabbed the second spot from
Dell, whose share fell to 1 2.5 percent from 13.6 percent a year
earlier. Lenovo and Toshiba were in fourth and fifth plac e, re-
spectively.
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Microsoft, H-P to work together on cloud products

Microsoft an d Hewlett-Packard announced a partnership to
integrate the ir software and hardware offerings for c ompanies
looking to m ove their applications and dat a on line, po pularly
known as "cloud ¢ omputing." T he world's bigg est sof tware
maker and the world's No. 1 PC maker, which have coo perated
in this area for some time, said the y would invest $25 0 million
over three years in mark eting and s upporting the new venture.
The two hope the combin ed effort will make it easier and more
cost-effective for companies to buy and operate server systems,
essentially c ombining H ewlett-Packard's hard ware a nd Micro-
soft's software. "The cloud is a significant inflection point in how
our customers will be buil ding their ne xt gen eration ap plica-
tions," said Bob Muglia, the head of Microso ft's server and tools
business. "We (Microsoft and He wlett-Packard) have decided to
double down and commit to building the next generation archi-
tecture," said Muglia.

SocGen profit warning rekindles toxic asset fears

Societe Generale warned on its fourth-quarter profits after taking
a further $2 bi llion hit from risk y assets, hi ghlighting con cerns
that banks have more pain to bear from the financ ial crisis. Fol-
lowing the additional write-down, SocGen said it was now only
expecting to re port a "sli ght profit" for the fourt h

information that was not already public. "Arguably we are still in
the phony war phase now," the investor said. "l think with all the
time and mo ney invested so f ar, Kraft is unlikel y to walk away.
There is scope to improve the offer."

Mortgage applications rise in 1st wk of 2010

Mortgage applications rose in the first week of 2010, refle cting
surging dem and for home refina ncing loa ns as interest rates
dropped, industry data showed. Demand for loans to purchase a
home, h owever, onl y r ose marginally. A continuation of this
trend would not bode well for the U.S. housin g market, which
has been showing signs of stabilization but remains hi ghly vul-
nerable to s etbacks. The Mortgage Bankers Association (MBA)
said its seaso nally a djusted index of mortgage a pplications,
including both purchase and refinance loans, rose 14.3 per cent
to 528.1 for the week of Jan . 8. A year ag o, the inde x was at
1,324.8. T he four- week moving av erage, which smo othes out
volatile weekly figures, was down 6.4 p ercent. T he MBA sai d
borrowing costs on 30- year fixed-rat e mortgag es, excl uding
fees, averaged 5.13 perce nt, down 0.05 percentage point from
the previous week which was the highest rate since late August.
Interest rates were above the year-ago level of 4.89 percent and
an all-time low of 4.61 percent set in March.

quarter, whereas analysts had be en forecasting
a net profit of around 960 million euros. SocGen

U.S. mortgage refinancing

shares were down 2.86 p ercent, making it the
biggest loser on France's blue-chip CAC 40 in-
dex. The DJ Stoxx European banking sector

Refinancing surged 22 percent in the first week of 2010

Purcent charnge urer srevious week
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index was down 0.68 percent amidst some con-
cerns that oth er banks may also announce new
write downs and that a relatively poor perf orm-
ance b y S ocGen's invest ment ba nking arm

pointed to an industr y wide downturn. The profit LT
warning s erved as a rem inder that toxic a ssets
are still a problem for the world's banks although
some analysts said SocGen said the impact from
risky assets comprised write downs on collateral-
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ture losses from this area.

Hershey prepares Cadbury counterbid— FT

U.S. chocolate maker Hersh ey is pre paring a bid for Ca dbury
that would top Kraft's hostile $17 billi on takeover offer, th e Fi-
nancial Times reported. Hershey authorized a bid for Cadbury to
be drawn up and a formal offer could be made within two weeks,
the FT said, citing a person familiar with the matter. Her shey
has until Jan. 23 to su bmit an offer under UK T akeover Panel
rules. Earlier, a person fami liar with the situatio n told Re uters
that Hershey had not decided whether it will make a formal offer.
Hershey officials declined comment. T he revived ta Ik of a Her-
shey bid came as Kraft Chief Executive Irene Rosenfeld tried to
woo Cadbury shareholders in London, paying them visits to their
offices. Rosenfeld found some of those do ors closed as a num-
ber of Cadbury shareholders declined to me et while Kraft sticks
to an offer they think is too low. "It is highly possible that we will
have s ome dialogue with Kr aft if the y come up with a higher
offer next week," said one top 20 Cadbury investor who declined
to meet with Rosenfeld. The investor was referring to e xpecta-
tions that Kraft would raise its bid by a Jan. 19 deadline. But the
investor did not believe Kraft, or Cadbury, could divulge ne w

Bewlers R el

Possible Galleon witness could help widen case-WSJ

A hedge-fund manager referred to as " Tipper X" in the Galleon
Group insider-trading case co uld lead prosecutors to widen the
probe to hedg e funds that had not been previously implicated,
the Wall Street Journal said, citing people familiar with the case.
"Tipper X" was identified as Thomas Hardin, a former trader at
Lanexa Global Management, the ne wspaper said, citing peo-
ple familiar with the investiga tion. The New York Times sepa-
rately identified the 32- year-old Hardin as "T ipper X." A call to
what is be lieved to be Har din's home was not immediately re-
turned. Hardin's lawyer could not immediately be | ocated. Har-
din's name is included on a list of pote ntial witnesses that the
Securities and Exchange Commission provided to defense
lawyers in the civil Gall eon insider-trading case. A person famil-
iar with the list confirmed th at Hardin's name is on the list but
could not confirm that the h edge fund trader is the m ysterious
Tipper X. This person also said the SEC has been circulating list
of potential witnesses for several weeks and Hardin's name has
been known by defense lawyers for a while.
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Wells Fargo to cut fund lineup, drop Evergreen name

Wells Fargo’s money management unit said it pla ns to re duce
its fund lin eup by 49 products and drop the "Evergreen Invest-
ments" bra nd follo wing its
purchase of the former W a- &t
chovia division. In all, W ells §
Fargo will offer 12 8 fun ds
following fund mergers and
reorganizations, said a
spokeswoman, do wn from
177 products the two compa-
nies ha d mai ntained sep a-
rately. Wells  Fargo's asset
management grou p no w has 1,70 0 em ployees, do wn from
2,100 a year ago. Executives said the fund consolidations could
lead to additional job cuts, but not a significant number b ecause
all but two of the mon ey-management teams will stay on with
the organization. Some funds r un by outsid e sub-advisers also
are bei ng cut. Lead ers incl uding Advanta ge F unds Presi dent
Karla Rabusch said the chan ges will lower fees for the ma jority
of shareholders but said the y couldn't quantify the changes until
details are filed in coming months.

RESEARCH SUMMARY

Judge postpones prison for 'squawk box' convicts

Four brokers a nd traders con victed for misusing their "s quawk
boxes" in an insider trading conspiracy do not need to rep ort to
prison to start their sent ences, pending an appeal, a ju dge in
New Y ork rul ed. The written rulin gon T uesday b y District
Judge John Gleeson of Brooklyn federal court applies to Ken-
neth Mahaffy, formerly of Merrill Lynch and Citigroup, former
A.B. Watley broker-dealer firm head Rob ert Malin, former Wat-
ley compliance officer Linus N waigwe and former W atley trader
Keevin Leonard. In December Gleeson sentenced the four men
and former L ehman Brothers broker David Ghysels and former
Merrill br oker Timothy O'Co nnell to pr ison terms rang ing from
four years to probation. Ghysels and O'Connell were sentenced
to terms of probation and the others were due to report to prison
this month. All of the d efendants filed notices in December ap-
pealing their c onvictions. Pro secutors accus ed the former bro-
kers and traders of generating millions of dollars in illegal profits.
Merrill has be en owned by Bank of America since January
2009. The brokers were charged with scheming between 2002
and 2004 to allow day traders at the now-defunct Watley to rou-
tinely list en to their firms' internal sp eaker s ystems ("sq uawk
boxes") through open telephone lines. The speakers broadcast
pending orders by institutional customers and are deemed confi-
dential.

Company Name
Wyndham World
Tenet Healthcare
Cognizant

lac Interactive

M&T Bank

Qlogic

Sempra Energy
Metropcs

UPS

Global Payments

Action

Deutsche Bank raises to buy from hold

Barclays raises price target to $8 from $7;rating overweight
Morgan Stanley starts with overweight ratings

Goldman Sachs raises to buy from neutral

Morgan Stanley raises price target to $73 from $59;rating underweight
Jefferies raises price target to $25 from $22;rating buy

Stifel raises price target to $25 from $21;rating buy

Wedbush raises price target to $23 from $22;rating outperform
Wells Fargo cuts to market perform from outperform

Deutsche Bank raises to hold from sell

RBC raises to outperform from sector perform

Morgan Stanley starts with equal-weight ratings

Wednesday's Close
$22.11

$6.21

$48.81

$21.66

$73.80

$20.21

$53.68

$6.28
$62.16
$47.81
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Multinationals see red in Obama's 2011 budget

By Kim Dixon

WASHINGTON - Locked in b y a promis e to not raise taxes on
middle-class A mericans, President Barack Obama is all but
certain to a gain try to incr ease taxes on c ompanies' foreign in-
come to slow a ballooning deficit in his fiscal 2011 budget plan.
Multinational compa nies are girdin g for th e propos als, but a
slowing economy with 10 percent unemployment, combined with
Congressional unease, make action on them unlikely soon.
Obama one year ago unsuccessfully proposed closing a set of
tax lo opholes and br eaks to raise $21 0 bil lion ov er a de cade,
including a halt to companies deferring taxes on foreign income
until related deductions for expenses are recognized.

The administration will likely recycle the plan when Obama re-
leases his 2011 budget in February.

New ideas are also p ercolating, such as a fee to recou p tax-
payer b ailouts to banks a nd a tax on e xecutive comp ensation.
All would need congressional approval to become law.

"We kno w we're goin g to get hit.  The onl y q uestion is ho w
badly?" said C atherine Schultz, vice preside nt for tax polic y at
the Nati onal F oreign T rade Council, ma de up of F ortune 500
companies.

The Obama administrati on s ays e nding th e offshore ta x loop-
holes for big companies would help preserve U.S. jobs, an argu-
ment multinationals dispute.

"International tax i ncreases, lik e thos e pro posed in the fisca |
year 20 10 bu dget, will adv ersely affect the competitive ness of
worldwide Am erican comp anies, and le ad t o slo wer eco nomic
growth and fewer jobs at ho me," John Ca stellani, presid ent of
the Busin ess Rou ndtable, said inarec entletterto Treasury
Secretary Timothy Geithner.

The influential group is made up of chief executives of compa-
nies such as American Express and Verizon Communica-
tions.

Adding to their jitters is the Obama administration's addition of
Stephen Shay as the Treasury Department's pointman on inter-
national tax issues. Shay, an advocate of ending the practice of
letting U.S.-ba sed glo bal companies defer U.S. tax on i ncome
earned abroad, joined the department late last year.

In a paper p ublished this m onth that Shay co-authored b efore
his app ointment, he argue d that fairness, in additi on to eco-
nomic efficiency, should be taken into acco unt when designing
international tax policies.

Although C ongress will be tied up with he alth care a nd more
pressing issues early this year, they will have to tackle the expi-
ration of former President George W. Bush's individual tax cuts
at the end of t his year, providing a hoth ouse arena where de-
bate over corporate tax could emerge.

Many believe Obama painted himself into a corner with his 2008
campaign pledge to not raise taxes on families making less than
$250,000 a year. Corporate taxes are an e asier target, espe-
cially ahead of a congressional election in November.

Obama's inter national ta x proposal | ast year lar gely built on
ideas from a 2007 bi Il introduced by Representative Charles
Rangel, chairman of the House Ways and Means Committee.
Rangel wants to close v arious loopholes as part of an ta x code
overhaul. His approach uses the additional tax pa yments from
corporations to slash th e top corporate income tax, among the
highest in the industrialized world.

Some White House advisers, including Austan Goolsbee, have
expressed interest in lowering the corporate tax rate.

"The question is, will those reform pro posals in this budget be
paired, for example, with a reduction in corporate tax rate ?" said
Marc Gerson, an attorne y at Miller, Cheva lier, and forme r tax
counsel for the House Ways and Means Committee.

Even with a corporate ta x rate as low as 28 percent, as Rang el

has said he c ould back, won't satisfy many U.S. corp orations.
Some companies are already getting a lower rate because of a
deduction all owed for certa in dom estic p roduction, Sc hultz
noted.

Cutting c orporate taxes may also b e a to ugh sell politically in
light of the upcoming Congressional e lections th at coul d
threaten the Democrats' majoriti es in Co ngress an d a mid a
waning economic recovery.

"You don't hear a lot about lo wering the cor porate rate am ong
members of the public," said Steve Wamhoff, legislative director
for Citizens for Tax Justice, a consumer group. "One of th e big-
gest crises we face is just payi ng for the public go ods we need
right now."

BREAKINGVIEWS

Ditching China could be good for Google

By John Foley

HONG KONG - Google shou Id carry out its threat to withdraw
from China. T he U.S. searc h giant says a cyber-attack on its
intellectual property, and attempts to
access email data from human rights
activists, have drivenittoth e edge.
From now on, it's no cens orship, or
no Goo gle. Ditching the world's big-
gest grou p of w eb surfers m akes a -
powerful sta tement about free ¥
speech -- but it could be goo d for
business too. .
It's easy to be cynical about Google's =
feisty tone. After all, the compan y
has be en willing to trim search re-
sults in Chi na for three years to pla-
cate Beijing. And despite its "don't be
evil" corporate mantra, Google's shareholders have gone along
with voluntary censorship. It seems the final straw wasn't princi-
ple, but property -- poss ibly the theft of the algorithms Google
uses to generate its search results.

But Google's anger does highlight a real problem. Internet cen-
sorship in China is getting worse. Curbs range from the sinister
to the ridiculous. Many web cafes have live video links to police
stations; col lege stude nts can win cash prizes in porn-hunting
competitions. Chin a's farcica | adu It content filtering soft ware,
Green Dam, bl ocked pictures of cartoon cat Garfield a nd roast
pork, but allowed much nudity to sail right through.

Google hasn't yet made money in China, according to pe ople
familiar with the situation. And investors probably weren't pricing
in much potential. China's market leader, Baidu, has a ma rket
capitalization of just $14 billion -- less than a tenth of Google' s.
Still, exiting C hina will notbe painless. | nternet advertising
spending is set to more than do  uble b 'y 2012, accor ding to
Credit Suisse. The country's Internet users outnumber the popu-
lation of the United States.

The pain is pr obably worth it. Quitting Chin a would restore the
ethical credentials Google has already compromised at Beijing's
behest. That will surely win it more fans elsewhere, and not just
among users. F rench lea der Nicolas Sarkozy, who angered
China's leaders when he me t the Dalai Lama, has alrea dy at-
tacked Google for its market dominance. The bigger it gets in its
developed markets, the more Google depends on political good-
will to ke ep making money. Being principled in Ch ina may pay
Google dividends in the West.

Google said it may shut down its main land Chinese operations
and close its Google.cn site follo wing a ¢ yber-attack i n w hich
intellectual property was stolen and customer details targeted.
The U.S. search engine company said it had uncovered attacks
on 20 other large companies, and unsuccessful attempts to ac-
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cess Gmail accounts of know n Chinese human rig hts activists.
Advocates of human rights in China, but who live outside China,
had already been targeted. Google did not say who had perpe-
trated the attacks.

Google's chi ef leg al offic er said th e com pany was n o | onger
prepared to ¢ ensorr esults for search esi n Ch ina, which it
agreed to do in return for permission to set up its Chinese site in
2006. Searches with filtered content have hitherto appeared with
a disclaimer alerting us ers th at results hav e been adapted too
meet local requirements. This has attracted criticism from users
elsewhere, especially in li ght of Google's "don't be evil" corpo-
rate mantra.

BREAKINGVIEWS

Latest SEC BofA complaint still fails Rakoff test

By Rolfe Winkler

NEW YORK - After New York Judge Jed Rakoff threw out the
Securities and Exchange Commission's original $33 million
settlement with Bank of America, the agency shifted the focus of
its case. In its ne  w com plaint filed on T uesday, the SEC still
accuses BofA of misleading shareholders for failing to d isclose
material information. But the issue this time isn't bonuses, rather
Merrill's fourth-quarter losses.

Trouble is, the complaint still names no names and again seems
to commit BofA shareh olders to pa ying th e price for sin s of
omission committed against them. It's hard to see h ow another
quick s ettlement stemming fr om this com plaint would do any
better in mollifying the judge.

Indeed, during last August' s hearing, when Rakoff questi oned
the SEC's prior settlement with BofA, the ju dge complained the
SEC had failed to ad dress t he " who/what/where" of its case.
"Was it some sort of ghost? Who made th e decision not to dis-
close (the bo nuses)?"he asked.Re place "bon uses" with
"losses" and you've still got the same issue.

The ne w com plaint reco unts how Merrill's loss pr ojections for

the final qu arter of 20 08 ke pt ballooning while |awyers gener-
ated various excuses not to disclos e them. BofA's last financi al
communication with the pub-
lic was for third-qu arter re-
sults, which s howed a $5.2
billion loss. Anal  ystse x-
pected Merril | to break even
in the fourth quarter.

Butby Nov ember M errill
admitted to Bo fA that it had
lost $4.6 billion in Octob er.
On Dec. 3 -- two days before shareholders voted to approve the
merger -- Merrill upd ated th at proj ection to over $7 bill ion of
losses. Da ys after the shareho Ider meeti ng it jumped to $1 2
billion. W hen Merrill fi nally r eported, its n et loss came in at
$15.3 billion. It's hard to see how BofA's lawyers can justify this
disclosure failure.

As with the SEC' s previou s complai nt, this one nam es no
names. It onl y refers to "a seni or" BofA executive who told
"senior executives at Merrill" that disclosure may be required. It
says various BofA "lawyers" deliberated on the matter.

The good ne ws is that an y settlement BofA and the SEC com e
to over the matter could still land in Judge Rakoff's court. Inves-
tors will eagerly anticipate his judgment.

The SEC issued a revised complaint on Jan. 12 against Bank of
America following the r ejection by New Y ork Judge J ed Rakoff
of its prior $33 million settle ment with the bank. The complaint
alleges that the bank mis led shareholders by not disclosing in-
ternal estimate s for Merrill's fourth-q uarter losses ahe ad of the
shareholder vote on the merger Dec. 5, 2009.

Complaint here: http://r.reuters.com/dud43h

(The authors a re Reuters Br eakingviews columnists. T he opin-
ions expressed are their own)
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THURSDAY: KEY RESULTS vs. THOMSON REUTERS I/B/E/S ESTIMATES

Quarter ET** EPS Estimates Year Ago Rev Estimates ($ min)
Intel Q4 1615 $0.30 $0.04 10,173.36
**Estimates may be updated or revised; release times based on company guidance or past practice.

ON THE RADAR

ECON INDICATOR ET/GMT REUTERS POLL PRIOR SOURCE

FRI: Consumer Prices mm (Dec) 0830/1330 +0.2 pct +0.4 pct

- - Consumer Prices yy (Dec) +2.8 pct +1.8 pct

- - EX-Food/Energy mm (Dec) +0.1 pct +0.0 pct

- - Ex-Food/Energy yy (Dec) +1.8 pct +1.7 pct

CPI Index level (Dec) 0830/1330 216.10 216.33 Federal Reserve Bank

Empire State Index (Jan) 0830/1330 11.28 2.55 Federal Reserve Bank

Real Earnings (Dec) 0830/1330 +0.1 +0.1 pct Bureau of Labor Statistics
Industrial Output mm (Dec) 0915/1415 +0.6 pct +0.8 pct Federal Reserve Board

- - Capital Utilization (Dec) 71.8 pct 71.3 pct

Reuters/UMich Sent (Jan-P) 0955/1455 73.9 72.5 Reuters/Univ. of Michigan. Part of the Surveys of Consumers
- - Current Conditions 78.5 78.0

- - Expectations 70.3 68.9

ECRI Weekly Index 1030/1530 -- 131.5 Economic Cycle Research Institute
Cleveland Fed CPI (Dec) -- 0.0 pct Federal Reserve Bank of Cleveland

(Compiled by Shrutee Sarkar and Rahul Karunakar in Bangalore and Chris Kaufman in New York)
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