
 

 

 
Week in Review: Greece's woes, tighter credit in China rock 
markets 
For the week ended February 12, 2010 

• EU pledge to help Greece fails to assuage markets  
• China tightens lending conditions again  
• Fed signals end to quantitative easing, increase of discount rate  
• U.S. retail sales, home prices rise  
• Rolls Royce and Rio Tinto return to profit  
• Eurozone recovery nearly stalls in fourth quarter  

Global markets were volatile this week as a European Union pledge to help Greece failed to calm 
market fears and as investors worried that tightening lending conditions in China could stall the 
worldwide recovery. Adding to the jitters was the market's assessment of U.S Federal Reserve 
Board Chairman Ben Bernanke's testimony to Congress this week in which he signaled that the 
Fed would terminate its policy of quantitative easing and may follow that move with an increase 
in the discount rate it charges banks on loans. 
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U.S. economic news 

U.S. economic data point to recovery 
Retail sales rose in January for the third month out of four, a sign that consumer spending is 
continuing into 2010. Sales increased 0.5%, which was more than forecast and followed a 0.1% 
drop in December. 

Home prices rose in more than one-third of U.S. metropolitan areas in the fourth quarter, 
according to the National Association of Realtors. 

Fewer Americans than expected filed claims for unemployment insurance in the week ended 
February 6. Initial jobless applications fell by 43,000, to 440,000 for the week, the lowest level 
in five weeks. 
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U.S. and global corporate news 



Profits surprise on upside 
As of Friday more than 350 companies in the Standard & Poor's 500 Stock Index had reported 
fourth-quarter earnings, with about 76% beating analysts' estimates, according to data compiled 
by Bloomberg. 

Rolls-Royce Group, which is the second-largest maker of commercial and military jet engines, 
returned to profit in 2009, thanks to strong demand for transport and infrastructure. Net profit for 
the year was £2.22 billion, compared with a net loss of £1.34 billion a year earlier. 

Rio Tinto Group, the world's third-largest mining company, also returned to profit in its second 
half as prices increased because of the global recovery. 

PepsiCo's fourth-quarter earnings nearly doubled as food sales grew in the Americas. The 
company said that its North American beverage business, which had been a weak performer, was 
starting to show improvement as brands such as SoBe Lifewater and Gatorade gained market 
share. 
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Global economic news 

EU vows to maintain stability in eurozone; growth falters 
European Union countries pledged Thursday to support Greece through its debt crisis but did not 
offer details on what kind of support might be provided. Leaders of the 27-nation bloc promised 
"determined and coordinated action if needed to safeguard the financial stability" of the 
eurozone.  The show of support comes as fears spread over a possible sovereign default and the 
implications such a default could have for the 16-nation eurozone. 

The eurozone recovery nearly stalled in the fourth quarter as gross domestic product grew only 
0.1%. The slow growth was attributed in part to the worsening recession in Greece, where GDP 
fell 0.8%. Eurozone growth declined a seasonally adjusted 2.1% in the fourth quarter from a year 
earlier. 

China orders banks to hold more deposits 
For the second time in a month, China ordered banks to set aside more deposits in an effort to 
cool the fastest-growing economy after loan growth accelerated and property prices surged. In 
January property prices in 70 cities climbed at the fastest pace in 21 months, and lending rose to 
$203 billion, topping the previous three months combined. The reserve requirement will increase 
by 50 basis points. In Europe, stocks reversed gains on the news amid concern that the tighter 
lending in China will damp the global recovery. 

Mexico's industrial production recovers 
Mexico's industrial production rose in December for the first time since 2008 as a recovery in 
U.S. manufacturing boosted demand for exports. 
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Stay focused and diversified 
In any market environment, we strongly believe that investors should stay diversified across a 
variety of asset classes. By working closely with your financial advisor, you can help ensure that 
your portfolio is properly diversified and that your financial plan supports your long-term goals, 
time horizon, and tolerance for risk. Diversification does not guarantee a profit or protect against 
loss. 

The views expressed here are those of MFS® and are subject to change at any time. These views 
should not be relied upon as investment advice, as securities recommendations, or as an 
indication of trading intent on behalf of any MFS investment product. Individual securities 
mentioned are for illustrative purposes only and may not be relied upon as investment advice or 
as an indication of trading intent on behalf of any MFS product. 

Securities discussed may or may not be holdings in any of the MFS funds. For a complete list of 
holdings for any MFS portfolio, please see the most recent annual, semiannual, or quarterly 
report. 

Past performance is no guarantee of future results. 

Sources: MFS research; The Wall Street Journal; The Wall Street Journal Online; Bloomberg News; CNNMoney.com; Forbes Online; 
msnbc.com. 

 


