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TOP NEWS
• In landmark for EU, Ireland leaves its bailout behind
Three years after going cap in hand to international lenders, Ireland has officially ended its bailout, providing a landmark for euro zone efforts to resolve its
debt crisis, its finance minister.
• Adobe's Creative Cloud subscriber growth impresses investors
Adobe Systems Inc, the maker of Photoshop and Acrobat software, forecast
current-quarter results below analysts' estimates but reported a 22 percent
jump in the number of subscribers to its Creative Cloud suite from the preceding quarter.
• Peugeot shares tumble as GM offloads stake
Shares in French carmaker PSA Peugeot Citroen fell a further 11.6 percent,
making for a 23 percent fall in just four days, after U.S. alliance partner General Motors sold its stake ahead of a possible new share issue by the struggling French carmaker.
• RSA chief quits as insurer warns on profit again
RSA Insurance CEO Simon Lee resigned after the insurer issued a third profit
warning and flagged a possible hit to its dividend from a capital hole at its Irish
business.

BEFORE THE BELL
U.S. stock futures pointed to a higher open though gains could be pared by
continued concern surrounding the timing of the Federal Reserve's monetary
stimulus taper ahead of a crucial meeting next week. Producer price index is
on the economic calendar. European shares traded higher and the dollar
and euro rose to five-year highs against the yen. Asian stocks rose and Japan’s Nikkei index ended a three-day run of losses. Brent crude prices fell
and gold prices were flat.

REUTERS INSIDER
To watch U.S. Morning Call Insider Video for the latest business news and
market insight, click here

STOCKS TO WATCH
Moves
• Restoration Hardware Holdings Inc (RH). The luxury furniture retailer said
its co-CEO, Carlos Alberini, had resigned, effective Jan. 31. Gary Friedman,
chairman and co-CEO, said the company would initiate a search for Alberini's
replacement shortly. The company posted third-quarter adjusted earnings of
32 cents a share compared with 7 cents a share, a year earlier.
Results
• Adobe Systems Inc (ADBE). The maker of Photoshop and Acrobat software
forecast current-quarter results below analysts' estimates but reported a 22
percent jump in the number of subscribers to its Creative Cloud suite from the
preceding quarter. It added 402,000 subscribers for Creative Cloud in the

The muted market reaction to this week’s
budget deal in Washington may initially
seem like a disappointment. After all,
uncertainty over government spending,
debt and taxes has consistently emerged
in business sentiment surveys as the
biggest single factor holding back corporate investment and damaging financial
confidence. Why then did Wall Street
celebrate this breakthrough with its biggest daily fall in two months?
The standard explanation is that the
budget deal will accelerate the tapering
of monetary policy by the Federal Reserve Board, and that is probably a valid
expectation. The main reason for the
seemingly perverse response, however,
is simply that this budget deal was predictable to the point of inevitability, even
if most Washington pundits committed to
the standard narrative of U.S. political
dysfunction and gridlock did not see it
coming until this week. Viewed from outside the Beltway, the inevitability of
eventual bipartisan cooperation on the
budget has been obvious since the 2012
election, which essentially settled all the
important U.S. fiscal debates.
Having argued this position all year and
having suggested back in October that a
deal by this week was very likely, I could
hardly be surprised that the markets
greeted this event with a yawn. Shortterm players on Wall Street have simply
followed the time-honored formula of
“buy on the rumor, sell on the news.”
Business leaders and long-term investors, by contrast, are likely to be relieved
and even enthused by this agreement,
but their responses will have to be assessed over weeks, months and even
years, not just a few days.
There are, however, several important
lessons that can be drawn already from
the U.S. budget agreement, several with
implications for politics and economic
policy in other countries. Here, briefly,
are five:
1. Political analysts, lobbyists and media
pundits whose professional reputations
or business models depend on emphasizing or dramatizing political battles
often present a misleading picture of
economic policies. They naturally tend to
exaggerate confrontations and underestimate the possibilities of compromise,
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fourth quarter. It forecast adjusted earnings of 22 cents to 28 cents per share.
Analysts on average were expecting earnings of 34 cents per share. Excluding
items, the company earned 32 cents per share in the fourth quarter, in line
with analysts' estimate.
• United Technologies Corp (UTX). The company on Thursday projected
earnings to rise 7 percent to 11 percent next year, barely meeting analysts’
targets, and gave a revenue view that fell short of Wall Street expectations. It
said it expects earnings in a range of $6.55 to $6.85 per share for next year.
Analysts on average were looking for earnings of $6.84 per share. It forecast
revenue of about $64 billion next year. Analysts were looking for about $66.3
billion.
In other news
• Anadarko Petroleum Corp (APC). PTT Pcl, Thailand's top energy firm, has
signed a preliminary deal with Anadarko Petroleum Corp to buy 2.6 million
tonnes per year of liquefied natural gas from a field in Mozambique, a senior
company executive said. Separately, the company and its Kerr-McGee unit
acted with "intent to hinder" when they spun off Tronox and should pay billions
of dollars in environmental cleanup costs, a judge ruled on Thursday. Judge
Allan Gropper said damages could range between about $5 billion and more
than $14 billion.
• AstraZeneca Plc (AZN). An experimental gout drug, lesinurad, from AstraZeneca met its goal in a late-stage clinical trial but caused a number of adverse side effects, some of them serious.
• Boeing Co (BA). Machinist union leaders on Thursday rejected a second
offer from the company covering production of its new 777X jetliner, which the
firm wants to build in Washington state. Meanwhile, it has won contracts worth
up to $873 million for a variety of system upgrades for its F/A-18 A/B, C/D, E/F
fighter planes, and the EA-18G electronic attack planes for the U.S. Navy and
allied governments, the U.S. Defense Department announced on Thursday.
• Bristol-Myers Squibb (BMY) and AstraZeneca (AZN). A new type of diabetes drug from Bristol-Myers Squibb and AstraZeneca has been endorsed by
U.S. medical experts, two years after it was rejected by regulators because of
safety concerns. By a lopsided vote of 13 to 1, the advisory panel to the U.S.
FDS voted on Thursday to recommend approval of dapagliflozin and said the
benefits of the medicine appeared to outweigh its risks.
• Coca-Cola Co (KO). The company said it would divide its North American
business into two units, as part of its plan to return to a franchise model instead of owning bottlers. It said the division will result in two operating units Coca-Cola North America and Coca-Cola Refreshments.
• Deutsche Bank (DB). German banking regulator Bafin has demanded documents from the bank as part of a probe into suspected manipulation of benchmark gold and silver prices by banks, the Financial Times reported, citing
sources. It has interrogated the bank's staff during several on-site inspections
over the past few months, the newspaper said on its website, citing people
familiar with the matter.
• DirecTV (DTV). The National Football League and DirecTV have agreed on
a framework for negotiations to renew the satellite TV operator's contract to
offer the popular NFL Sunday Ticket football package the company uses to
attract subscribers, according to two sources with knowledge of the talks. The
two sides "are still in material negotiations," but extended their exclusive negotiating period to work through the remaining issues, according to one of the
people.
• EchoStar Corp (SATS). The company and Vivendi's Brazilian unit GVT said
they had ended talks to set up a pay-TV venture in Brazil. EchoStar said it still
plans to using its expertise in satellite and video technology to deliver a payTV service to Brazil via a high-powered BSS satellite.
• Goldman Sachs (GS). The bank was named "Bank of the Year" for 2013 by
International Financing Review, which praised its ability to build market share
in the face of a tough economic and regulatory landscape. It also took home
the prize for top equity house, while Germany's Deutsche Bank (DB) received
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even in situations where the interests of
all the main political players point towards cooperation, rather than conflict.
This principle is as true of monetary policy as of fiscal policy and it applies
around the world. For example, European political analysts often exaggerate
the confrontations between Germany
and other countries or the risks to the
euro posed by the German constitutional
court or the Bundesbank.
2. U.S. politics since the 2012 election
has provided a classic example of this
cognitive bias. While pundits have continued to emphasize the polarization in
Washington and exaggerate the power
of the Tea Party, the election completely
changed U.S. political dynamics by
transforming the Republican Party’s incentives. Until the election, Republicans
had an incentive to obstruct and even
sabotage economic policies in the hope
of defeating President Obama. Once the
election was over, they had to start acting as responsible partners in government to avoid damaging the economic
interests of their constituents and business supporters. Battles over political
principles that threatened serious damage to the economy might have made
sense with a few months to go before the
2012 election, but they became unacceptable to most Republican voters and
financial supporters once Obama was reinstalled in the White House for another
four years.
3. This shifting balance of political incentives has weakened radicals and
strengthened centrists in both parties.
After the election, the Republicans could
no longer allow the Tea Party to hold
them hostage, since four years of political gridlock until 2016 would do unacceptable damage to Republican economic interests and convey the image of
a party unfit to govern constructively.
And once the Republicans showed willingness to compromise and isolate extremists, which they finally did in October’s government shutdown, the Democrats were forced to do the same thing or
risk unacceptable damage to their political reputations and their supporters’ economic interests. U.S. politics has therefore moved gradually back towards the
center after the 2012 election, instead of
becoming more polarized as the standard narrative still contends. Similar dynamics have operated in other countries
with coalition governments - reverting to
Germany, September’s election implies
more collaborative and constructive policies towards the euro from both main
parties than in the year or two before the
election.
4. U.S. budget deficits and national debt
levels never threatened government solvency or imposed a serious burden on
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three top awards: top bond house, top loan house and top high-yield bond
house.
• IBM Corp (IBM). The company has been sued by a shareholder who accused it of concealing how its ties to what became a major U.S. spying scandal reduced business in China and ultimately caused its market value to
plunge more than $12 billion. It lobbied Congress hard to pass a law letting it
share personal data of customers in China and elsewhere with the U.S. National Security Agency in a bid to protect its intellectual property rights, according to a complaint filed in the U.S. District Court in Manhattan.
• Las Vegas Sands (LVS). The casino operator plans to abandon a major investment project in Spain to build a gambling resort known as Eurovegas outside Madrid, El Mundo newspaper reported, citing government sources.
Spain's government had rejected some of the demands put forward by Las
Vegas Sands, including guarantees of compensation in case of future legislative changes, El Mundo said.
• Microsoft Corp (MSFT). The world's biggest software company is considering Qualcomm Inc (QCOM) COO Steve Mollenkopf as a candidate for its new
chief executive officer, Bloomberg News reported on Thursday, as it reaches
the final stages of a four-month search process. Mollenkopf appears to meet
the requirements of the Microsoft CEO job laid out by Chairman Bill Gates last
month.
• Simon Property Group Inc (SPG). The owner of U.S. malls and outlet centers said it would spin off its strip center business and smaller enclosed malls
into a publicly traded REIT through a distribution to shareholders. The new
company is expected to initially own or have an interest in 54 strip centers and
44 malls, the company said.
• Texas Industries Inc (TXI). The construction material supplier’s owners are
exploring a sale of the company and are working with Citigroup (C) to find a
buyer, Bloomberg reported on Thursday, citing three people with knowledge of
the matter. It may draw interest from Vulcan Materials Co (VMC) and Switzerland's Holcim Ltd, the news agency quoted one of the people as saying.
• Twitter Inc (TWTR). The company was forced to nix a change to its "block"
feature on Thursday after attracting a wave of protest from users who said the
new policy empowered perpetrators of online abuse. The humbling reversal on
one of the most sensitive policy issues facing the social network came as Twitter encountered user revolt for the first time as a public company.

ANALYSTS' RECOMMENDATIONS
• Advance Auto Parts Inc (AAP). RBC raises price target to $131 from $116
given the incremental information received from the company’s additional SEC
filings and greater clarification on its effective interest rate from last week’s
debt issuance
• AmerisourceBergen Corp (ABC). Mizuho raises price target to $75 from
$67 on valuation
• Athenahealth Inc (ATHN). ISI Group raises price target to $133, says the
current valuation accurately reflects visible growth for the business
• Ciena Corp (CIEN). BMO raises price target to $26 from $25, believes there
is gross and operating margin upside potential for the company through
FY2014
• Stanley Black & Decker Inc (SWK). JP Morgan raises price target to $78
from $75, says the company's incremental EPS benefit in 2015 is likely to be
achieved from its 2014 cost actions and expected share repurchase program

ECONOMIC EVENTS
08:30 PPI mm for Nov: Ecpected 0.0 pct Prior -0.2 pct
08:30 PPI yy for Nov: Expected 0.8 pct Prior 0.3 pct
08:30 PPI ExFood/Energy mm for Nov: Expected 0.1 pct Prior 0.2 pct
08:30 PPI ExFood/Energy yy for Nov: Expected 1.4 pct Prior 1.4 pct
10:30 ECRI Weekly Index for w/e 12/06: Prior 132.8
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the economy’s long-term performance,
as was often claimed. As the U.S. economy has resumed economic growth, the
seemingly unsustainable deficits have
melted away. After the partial cancellation of the Bush tax cuts in last January’s
fiscal cliff deal, the U.S. budget problem
was essentially solved and there was no
need for any further fiscal tightening.
Once it became clear that the deficit was
no longer a genuine economic problem,
the budget battle became a political charade. With no need either for the tax increases demanded by the Democrats or
for the spending cuts demanded by the
Republicans, a compromise acceptable
to both sides became feasible. Instead of
both sides being forced to accept policies they hated, they both merely had to
stop demanding policies their opponents
hated.
5. At some point in the future, tax increases or public spending cuts may well
be necessary for the U.S. But the scale
of any future fiscal challenge is impossible to gauge today, since it will depend
entirely on how the U.S. economy performs in the years ahead. If major fiscal
reforms are needed after 2016, the time
to debate them will be the next presidential election campaign. At that point voters can decide whether the fiscal challenges of demographics and rising health
costs should be met through higher
taxes or reduction in age-related spending or, most likely, a combination of both.
But until 2016, the only deficit-reduction
policy the U.S. needs is economic
growth. And this is the main lesson from
U.S. experience for other countries. Economic growth is the key to deficit and
debt reduction. Tax increases or spending cuts that weaken growth are not just
politically unpopular and economically
counter-productive, they are fiscally irresponsible, too.
--By Anatole Kaletsky. Reuters columnist.
-- The opinions expressed here are
those of the author.
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COMPANIES REPORTING RESULTS
No companies scheduled to report earnings during the day.

CORPORATE EVENTS
10:00 MAKO Surgical Corp (MAKO). Extraordinary shareholder meeting

EXDIVIDENDS
• Air Lease Corp (AL). Amount $0.03
• C.H. Robinson Worldwide Inc (CHRW). Amount $0.35
• Camden Property Trust (CPT). Amount $0.63
• CYS Investments Inc (CYS). Amount $0.32
• DDR Corp (DDR). Amount $0.14
• Ecolab Inc (ECL). Amount $0.28
• Equity One Inc (EQY). Amount $0.22
• Hess Corp (HES). Amount $0.25
• Hillenbrand Inc (HI). Amount $0.20
• Harley-Davidson Inc (HOG). Amount $0.21
• Men's Wearhouse Inc (MW). Amount $0.18
• Potlatch Corp (PCH). Amount $0.35
• PolyOne Corp (POL). Amount $0.08
• Patterson-UTI Energy Inc (PTEN). Amount $0.05
• PrivateBancorp Inc (PVTB). Amount $0.01
• Rayonier Inc (RYN). Amount $0.49
• Western Union Co (WU). Amount $0.13

(All analysts’ estimates are according to Thomson Reuters I/B/E/S)

NEWS ACCESS MADE EASY
Reuters Top News page displays a range of market and sector-specific subjects
including: US, Europe and Asian companies, fixed income, credit, the global
economy, emerging markets, corporate finance and industry sectors.
To access Reuters Top News
-- Thomson ONE: Click News tab, Select Front Page from top right, Click Top
News.
-- 3000 Xtra: Click Top News tab from the menu bar.
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