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MONEY & INVESTING

Norwegian oil-rig company
SeaDrill Ltd. said it plans to mount
a takeover bid for oil driller Smedvig ASA, also of Norway, valued at
15.09 billion kroner, or $2.32 billion.
The bid challenges the position
of oil-field-services group Noble
Corp. of Sugar
Land, Texas, which
in
December
bought nearly 30%
of Smedvig’s stock
and said it would consider bidding
for the rest.
SeaDrill, controlled by Norwegian shipping tycoon John Fredriksen, said it would offer 205 kroner
per Series A share in Smedvig and
165 kroner per B share, sweetening
its earlier price indications for both
series.
“The offer is subject to only one
condition, which is that a total acceptance level of more than 50% of the
Smedvig shares is attained,” SeaDrill
said in a statement, though it added
that it could abandon that condition.

DEALS &
DEAL MAKERS

Dollar advances against yen
By Steve Goldstein
MARKETWATCH.COM

NEW YORK—The dollar picked
up some strength against the yen,
rising from earlier lows.
In afternoon trading in New
York, the dollar was at 114.56 yen,
up from 114.39 yen
late Friday. Earlier
yesterday, the dollar fell as low as
113.75 yen.
Ashraf Laidi, chief currency analyst at MG Financial Group, said the
dollar rose from its lows “because
traders know that Japan is going to
make cautious remarks on the yen
appreciation soon.”
According to Mr. Laidi, Japanese monetary policy generally favors moderate currency moves and
resists both excessively rapid appreciation and depreciation.

CURRENCY
MARKETS

Early in the day, the dollar skidded as Asian currencies were swept
higher by recent remarks from Chinese central-bank officials. The remarks were interpreted as indicating that the Chinese central bank is
planning to diversify its currency
reserves away from the dollar.
However, subsequent news reports said Chinese officials denied
the diversification plans.
The euro, meanwhile, fell to
$1.2061. Mr. Laidi predicted that
the euro will throw off its weakness
today because a survey of economist sentiment is expected to be
strong.
Year to date, the dollar hasn’t
shown the strength it displayed in
2005, partly because of belief that
the U.S. Federal Reserve will wrap
up its program of interest-rate
rises in the first half of the year.

U.S. Treasury prices edge higher
By Shayna Stoyko
DOW JONES NEWSWIRES

NEW YORK—Prices of most U.S.
Treasury securities rose slightly as
investors awaited clues about the
outlook for interest rates.
At midafternoon, the benchmark 10-year note was up 1/32 at
100 31/32, to yield
4.38%. The 30-year
bond was up 2/32
at 112 3/32, to yield
4.56%. Meanwhile,
the five-year note was up 1/32 at
100 8/32, yielding 4.31%, and the
two-year note was unchanged at
100 1/32, yielding 4.36%.
A pair of Federal Reserve speakers yesterday said the U.S. economy remains in good shape and
that economic data will take on
heightened significance in future
policy decisions.
The data calendar in the U.S.
won’t provide much guidance for
the market until the end of the

BOND
MARKETS

week, when reports on retail sales
and wholesale inflation are due. In
the meantime, investors are trying
to take cues from Fed officials.
Atlanta Fed President Jack
Guynn told a civic group in Atlanta that “in the months ahead,
we’ll have to watch the data very
carefully to make sure that
growth is still on track and inflation expectations are well-anchored.”
The Fed has raised its target federal-funds rate, charged on overnight loans between banks, by a total of 3.25 percentage points over
the past 18 months.
In a separate speech, Kansas
City Fed President Thomas Hoenig
told business leaders that inflation
in the U.S. outside of food and energy prices is mostly low and stable, and that monetary policy is
moving into a neutral range, or one
that has neither a positive nor negative effect on growth.

By Cris Prystay in Singapore and
James Hookway in Bangkok

may still be room for Shin shares to
climb higher.
Shin, which controls Advanced
Info Service, Thailand’s largest mobile-phone
company, as well as satellite company Shin
Satellite, has repeatedly denied market
talk of a sale. A spokesman for SingTel, which already owns 21.4% of Advanced Info Service, said “We decline
to comment on market speculation.”
In December, Shin stated in a filing to the Stock Exchange of Thailand
that it wasn’t selling a stake to SingTel. But last week, Mr. Thaksin’s sister, who is president of AIS, told the
Nation newspaper in Bangkok that
the management of Shin wouldn’t be
affected if there was a big change in
the shareholding structure.
Mr. Thaksin, asked yesterday
about a possible Shin sale, replied “I
don’t know. You have to ask my children,” Dow Jones Newswires reported. Shin said its December statement to the exchange still stands.
Nonetheless, some analysts
think the Shinawatra family may
want to sell to capitalize on gains by
Shin’s shares in the past few years.
Others believe they may sell to quell
complaints about perceived conflicts of interest given Mr. Thaksin’s
position. A visit by Mr. Thaksin and
his family to Singapore over the
New Year’s weekend added fuel to
speculation a deal might be done.
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Thai talk
Share performance of Shin, Advanced
Info Service and Shin Satellite since
mid-July, daily data
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Shares of Shin Corp. a telecommunications holding company controlled by members of Thai Prime
Minister Thaksin Shinawatra’s family, have climbed 18% since the
start of December amid speculation the family is on the brink of
selling its stake to Singapore Telecommunications.
Whether or not a deal is in the
cards, some analysts think there
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Takeover battle brews
with rival U.S. suitor
for Norwegian firm

Soaring oil and gas prices, which
have spurred exploration around the
world, have boosted the oil-rig market and started a wave of mergerand-acquisition activity in the fragmented Norwegian rig industry.
SeaDrill has been among the
most active, swallowing parts or all
of several rivals. It said it had advance acceptances from Smedvig
owners giving it control of 37% of
Smedvig’s stock and more than
40% of the voting rights.
Sellers included the Norwegian
social-security fund, Folketrygdfondet, which, with a 9.9% stake, was
the second-biggest owner after Noble at the beginning of 2006. The offer runs to Friday.
Smedvig A shares jumped 5% to
a high of 209.50 kroner before retreating to 207 kroner; the B shares
climbed almost 4.8% to 165.50 kroner. SeaDrill’s stock rose less than
1% to 57.25 kroner.
“We have good hope that before
Friday we will have reached 50%,”
SeaDrill Chief Executive Tor Olav
Troim said. “We feel we are in a
good position to get a deal,” he
said.
Norwegian
business
daily
Dagens Naeringsliv reported yesterday that SeaDrill and its broker Carnegie and Smedvig’s adviser Enskilda had been working on a bid
over the weekend.
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Investors, meanwhile, have
piled into Shin stock in the hope
that an offer could push the shareprice higher, or even trigger a mandatory offer for all of the company
under local securities rules.
A number of analysts in
Bangkok have a “buy” rating on
Shin, shares in which closed at 45
baht ($1.13), up 50 satang, yesterday. “Fundamentally, we like this
stock. Our fair value is 52 baht, regardless of any possible sales,” said
Thaniya Kevalee, an analyst at ABN
Amro in Bangkok.
The Shinawatra and Damapong
families—relatives of Mr. Thaksin
and his wife—own 49.6% of Shin’s
shares, according to the company’s Web site. Shin in turn owns
43% of AIS; 51% of Shin Satellite;
50% of OK Capital, a joint venture
with Singapore’s DBS Bank; and
50% of Thai AirAsia, a joint-venture with Malaysian low-cost carrier Air Asia.
If SingTel does pursue a controlling stake in Shin , it could greatly
strengthen the presence in Thailand of companies controlled by Temasek Holdings, an investment

company owned by the Singapore
government. Temasek owns 63% of
SingTel and 28% of DBS Bank.
Increasing SingTel’s stake in AIS
would add momentum to the Singapore telecom company’s regional
push. Squeezed by a tiny, saturated
market at home, SingTel has spent
about S$20 billion, or US$12 billion, in the past decade expanding
across the region.
SingTel also has a 44.6% stake in
Globe Telecom of the Philippines, a
35% stake in PT Telkomsel of Indonesia, and in June 2005, took a 45%
stake in Pacific Bangladesh Telecom.
Revenue growth in Australia
and Thailand, however, has begun
to slow. Several analysts say that investors who have been anticipating
a special dividend this year from
SingTel would like to either get the
cash or see SingTel push deeper
into higher-growth markets such
as India, where it has invested.
“The fact that a potential special
dividend may be impacted by SingTel
increasing its stake in AIS—which operates in a highly competitive market—
may be a concern for the market,
This is particularly the case given
that the Thai mobile market has only
just recovered from an intense price
war,” said Gary Pinge, a telecom analyst at Macquarie Securities.
SingTel shares yesterday fell
1.9%, to close at S$2.60 (US$1.59).
On Dec. 1, they were at S$2.57.
Some analysts say it might
make more sense for SingTel to buy
a bigger stake of AIS, not the other
Shin-associated companies. Thai
law, which forbids foreigners from
owning a majority stake in an airline, also could keep Thai AirAsia
out of any deal.
AirAsia of Malaysia, which has
expanded rapidly into Indonesia
and Thailand by setting up joint
ventures there, owns 49% of Thai
AirAsia. The Thai unit is a crucial
part of the Kuala Lumpur-listed carrier’s strategy to extend its reach to
China and Indochina.

Tech-stock IPOs primed for comeback
By Lynn Cowan
DOW JONES NEWSWIRES

Technology companies, once
the star performers in the IPO
market, are expected to receive a
wider audience this year, after
years of struggling to win back
investors.
The queue of technology companies that have registered with the
U.S. Securities and Exchange Commission for initial public offerings
in 2006 is hovering at about a
dozen deals, but investment bankers believe the backlog doesn’t reflect the growing number of discussions going on between companies
and Wall Street. They say it is likely
that technology-stock deals will
pick up beginning around the second half, as companies get a few
more successful quarters under
their belts, and will exceed the 30
deals in 2005, according to IPO research firm Renaissance Capital in
Greenwich, Connecticut.
“In 2005, because the markets
were difficult, I think a lot of people looked at the market and said,
‘Maybe we should wait until 2006,
when we might be able to get a better valuation based on our future
earnings,’ ” says Andy Fisher,
head of technology equity capital
markets at Goldman Sachs Group
Inc.
Despite a market that was difficult to navigate at times, tech-

nology IPOs didn’t fare too badly
in 2005. From the triple-digit percentage pop of Chinese search engine Baidu.com Inc. during its August debut to the longer-term
gains made by electronic-payment specialist Verifone Holdings Inc. since its offering in
April, initial public offerings in
the technology sector were
strong performers during the
past 12 months.
According to Dealogic, the
group was up 35% by the close of
the year, the fourth-best performance of any sector. During 2004, a
year in which all American IPOs as
a group had average returns that
were twice as high as in 2005, tech
IPOs were the eighth-best performers.
The environment for the sector has improved greatly since
the tech-stock bubble burst in
mid-2000, says Kevin Landis,
chief investment officer at Firsthand Funds in San Jose, California. “Business seems strong—so
strong that the most unlucky,
poorest-performing competitors
appear to be making their numbers,” Mr. Landis says.
Bankers and investors say
there will likely be greater
breadth in the types of technology companies going public in
2006. Mr. Landis says an offering
or two in the radio-frequency-

identification segment—a technology that uses embedded chips to
track products—could be on the
horizon, as well as more issues
from companies that offer alternative-energy products.
Jeff Bunzel, head of equity capital markets for the Americas at
Credit Suisse First Boston, says
that the time is ripe for more venture-capital-backed companies; in
recent years, private-equity shops
and corporations seeking to spin
off units have been major sources
of IPOs, but venture money hasn’t
been very active. “We’re beginning
to get back to a world where venture-capitalist money is returning
and can be harvested again. It’s a
sign of a healthier market across
the board. It means there are more
opportunities for new start-ups,
which are associated with more
risk and growth opportunities,”
Mr. Bunzel says.
There is little expectation
that the number of deals or
their performance will rise to
the levels last seen in the first
half of 2000. There are few big
deals on the horizon, with the
exception of defense-industry
tech specialist Science Applications International Corp., which
is seeking to raise $1.73 billion,
and the IPO market could very
well go through the same ebb
and flow seen in 2005.

Debalkanizing the Balkans
By Alex N. Grigor’ev
As the United States debates whether
and when to withdraw from Iraq, in another part of the world the United Nations
is seeking to determine the future status
of Kosovo for which NATO, led by the U.S.,
went to war in 1999.
If handled properly, a resolution of the
Kosovo question would not only settle a
long and intractable dispute between
Serbs and Albanians over this ethnically
divided province but, more importantly,
transform the wider Balkans from a source
of instability into a source of security. This
development would make the need for
long-term U.S. military involvement in the
region a thing of the past.
A lasting solution for Kosovo, however, can only be found by also taking
into account other urgent issues facing
all of the countries of the region—and,
most crucially, Serbia.
i

i

i

The process of settling Kosovo’s status
began Nov. 15 with the appointment of
former Finnish President Martti Ahtisaari,
a veteran trouble-shooter, as the U.N. Secretary General’s Special Envoy for Future Status Process for Kosovo. Mr. Ahtisaari
started his new assignment by touring the
regional capitals (Pristina, Belgrade,
Podgorica, Skopje and Tirana) and the capitals of the Contact Group members (U.S.,
Russia, Britain, France, Germany and Italy).
Mr. Ahtisaari has the extremely difficult
task of working out a solution acceptable to
both Belgrade and Pristina. At present, this
seems nearly mission impossible: Pristina
says it will accept nothing short of independence, and Belgrade asserts that the solution
must lie within its newly created formula of
“more than autonomy but less than independence.” Thus emerges an eternal dilemma of
international relations: the right of self-determination versus the inviolability of borders.
The outcome of these conflicting principles in the case of Kosovo is still unclear,
but the start of a process to resolve them
is a welcome change. Six years in political
limbo has hurt prospects for growth and
foreign investment and hindered the development of democracy and institutions.
Albanian frustration is overwhelming;
one encounters it at every level when visiting Kosovo. Not surprisingly, ordinary
Serbs experience it as well. More and more
of them consider Kosovo lost, and many
would like to move on with their lives.
Most of Serbia’s politicians would deny
this, but they cannot deny that the uncertainty about Kosovo has a negative effect
on Serbia’s development. Instead of concentrating on improving people’s daily lives,
consolidating democracy and passing a
new constitution, or fully dedicating itself
to the quest for EU membership, Belgrade
spends a bulk of its time and energy on
this dusty province of two million souls.
In the late 1990s, the Serbs and Albanians fought for Kosovo. Today, the mood
is different. Recently I had dinner with
two very good friends, both exceptional intellectuals—one an Albanian from Pristina,
the other a Serb from Belgrade. The conversation quickly turned to Kosovo and its
right to independence. The Serb opposed
it but said he would accept it when both
Serbia and Kosovo become candidates for
EU membership; then sovereignty for him
will carry very different implications. The
Albanian would accept nothing less than
full independence. To my question of
whether they are willing to fight and die
for Kosovo, the Albanian gave a categorical yes. The Serb tried to explain that this
is not the issue—that people should not be
forced to fight or die for territories and
that countries have the right to keep their
borders intact. I took this as a no.
There are plans for Belgrade and Pristina to meet at the same negotiating table. Such a meeting, like all previous encounters between Serbia’s and Kosovo’s senior politicians, will produce very little, as
was the case in Thessaloniki and Vienna.
At such meetings they usually silently
agree to disagree and try to score points

with the international community, not find
common ground.
Whatever the ultimate result of the negotiating process, it is essential that it be
conducted quickly and that it provide a
clear solution accepted by both Belgrade
and Pristina. Long, tiresome and confusing
talks—resulting in half-measures or postponed solutions—will not resolve the problem but will only complicate the situation.
Life in Kosovo after 1999 is proof that such
half-measures do not work in the long run.
i

i

i

One population, however, that deserves
special attention is the Kosovo Serbs, a victimized minority group that feels threatened
by its Albanian neighbors. Since the U.N. replaced the Serbian government in Kosovo,
they have suffered physically and emotionally, economically and politically. Very
few have returned to their homes after roughly 200,000, or two-thirds of
the pre-war Serb population, fled
the provice after the 1999 war. Bringing their lives back to normal, giving
them a sense of security and of a future in their own home, is as difficult—and
as important—a task as negotiating the status of Kosovo itself.
Too often in the past, the international
community has recognized results of ethnic cleansing or expulsions in the name of
greater security or peace. Too often minority rights were neglected in the service of
a seemingly higher cause. One need only
look at the borders of the entities in Bosnia, certain areas in Croatia or the Abkhazia region of Georgia. Such solutions did
bring an end to violent conflicts but were
far from being fair for all sides and in fact
did not bring about a fair peace.
A better solution is found in neighboring
Macedonia, where, after a short but bloody
civil war in 2001, the majority ethnic Macedonians and the minority Albanians found a
way to accommodate each other’s interests,
reform the constitution and establish inclusive, fair and democratic interethnic governance acceptable to all communities of the
country. The interethnic government of
Vlado Buckovski is not a coalition of opportunity but a coalition of commitment.
Today Macedonia is the region’s leader in
the EU integration process, having recently
received candidate status from the EU. This
is a significant achievement for Macedonians

and for the country’s Albanians, and an encouraging sign for the other Balkan countries. It shows what happens if one becomes
serious about EU integration including accommodation of all ethnic communities.
Kosovo will not be the only issue of concern in the Balkans this year. In Montenegro, the government of Milo Dukanovic is
preparing for a referendum on independence from a joint state with Serbia to be
held no later than the end of April. Postponing a resolution of Montenegro’s future
today will only prevent it as well as Serbia

from moving forward. The people in Montenegro no less than those in Slovenia or
Croatia deserve a right to decide what
kind of country they will live in.
i

i

i

Taken together, the possible independence of Kosovo and Montenegro would be
a devastating blow to Serbia’s democracy
and its national pride. The likely consequences are all far from being encouraging.
A major challenge of the Kosovo negotiating process will be making sure that Serbia
does not end up feeling like the loser. Creating an eight million-strong pariah state
in the middle of the Balkans will damage
all hopes for a lasting peace in the region.
There is no way to prevent the impending shocks to Serbia but there are ways to
soften their impact. Whether it is the establishment of special ties between Belgrade and the Serbs in Kosovo, the provision of serious safeguards for the rights of
the Kosovo Serbs, the creation of special
rights for the Serbian Orthodox monaster-
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SeaDrill plans bid Shin stock may have mileage left

ies in the province, forgiving Serbia’s $15
billion foreign debt, obtaining serious financial and institutional help for the country’s EU candidacy, or all of the above, Serbia can’t leave the negotiating table emptyhanded. It will not be easy but the solution to the Kosovo problem is as much
about Serbia as it is about Kosovo.
Will a resolution of the Kosovo status
and the referendum on Montenegro’s independence alone provide for a lasting peace
in the Balkans? Regrettably, the answer is
no. In fact, an independent Kosovo might
encourage separatist tendencies among the
Bosnian Serbs or the Albanians of south
Serbia. The Kosovo settlement has to include firm international guarantees of the inviolability of Macedonia’s present borders. These
issues cannot be isolated from
the other problems of the region. A lasting solution would require an international conference
on the Balkans to be held after
the referendum in Montenegro
and the resolution of Kosovo’s
status. All the regional capitals,
with their neighbors and the major international powers as guarantors, must pledge that the resolution of the status of Kosovo and Montenegro represents the last remaining piece
of the Yugoslav puzzle, that no further border changes will be acceptable in the region
by anyone, that the framework of the Dayton agreement in Bosnia needs to be respected by all, and that there will be a serious and concentrated effort to bring all the
countries of the Balkans into the EU. Such
an effort should include not only pledges of
general political support but smart and significant financial assistance, meaningful
help in completing institutional reforms, including those aimed at creation of sustainable interethnic democracies, and a clear
and understandable EU admission schedule.
This is not an easy task, but only making the Balkans a part the EU will make
the Balkan wars a thing of the past. This
is in the interests of the peoples of the Balkans; it is in the interests of Europe, and it
is in the interests of the United States.
Mr. Grigor’ev is the director for the Western Balkans at the Project on Ethnic Relations in Princeton, New Jersey.
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Republican Dinosaurs
Washington
Anyway, catalyzed by Mr. DeLay’s deciBefore evolution produced creatures of
sion to recede, House Republicans, perhaps
our perfection, there was a 3-ton dinosaur,
emboldened by the examples of Afghanithe stegosaurus, so neurologically sluggish
stan and Iraq, are going to risk elections.
that when its tail was injured, significant
When they elect their leaders, they should
time elapsed before news of
consider the following:
the trauma meandered up its
The national pastime is no
long spine to its walnut-size
Amid earmarks, longer baseball, it is rent-seekbrain. This primitive beast,
ing—bending public power for
lobbyists and
not the dignified elephant,
private advantage. There are
should be the symbol of
two reasons why rent-seeking
incontinent
House Republicans.
has become so lurid.
spending, are
Yes, one should not taint
The first reason is big govall of them because of the beernment—the regulatory state.
congressional
havior of most of them.
This year Washington will disconservatives
Why, perhaps half a dozen of
perse $2.6 trillion, which is a
the 231 Republican represensmall portion of Washington’s
headed for
tatives authored none of the
economic consequences, conextinction?
transportation bill’s 6,371
sidering the costs and benefits
earmarks—pork projects.
distributed by incessant fidAnd now among House Redling with the tax code, and
publicans there are Darwinian stirrings,
by government’s regulatory fidgets.
prompted by concerns about survival.
Second, House Republicans, after 40
In Washington, such concerns often are
years in the minority, have, since 1994,
confused with and substitute for moral
wallowed in the pleasures of power. They
epiphanies. Tom DeLay will not return as
have practiced DeLayism, or “K Street
leader of House Republicans, whose new
conservatism.” This involves exuberantly
fastidiousness is not yet so severe that
serving rent-seekers, who hire K Street
they are impatient with Ohio Rep. Bob
lobbyists as helpers. For House RepubliNey’s continuing chairmanship of the Comcans the aim of the game is to build politmittee on House Administration, in spite of ical support. But Republicans shed their
services he rendered to Jack Abramoff. Mr.
conservatism in the process of securing
Ney has explained, by way of extenuation
their seats in the service, they say, of conthat he did not know what he was doing.
servatism. “K Street conservatism” com-

pounds unseemliness with hypocrisy.
Until the Bush administration, with its
incontinent spending, unleashed an especially conscienceless Republican control of
both political branches, conservatives pretended to believe in limited government.
The last five years, during which the number of registered lobbyists more than doubled, have proved that, for some Republicans, conservative virtue was merely the
absence of opportunity for vice.
Who should House Republicans pick to
replace Mr. DeLay? Roy Blunt of Missouri,
the man who was selected, not elected, to
replace DeLay, is a champion of earmarks as
a form of constituent service. If, as one member says, “the problem is not just DeLay but
‘DeLay, Inc.,”‘ Mr. Blunt is not the solution.
So far—the field may expand—the choice for
majority leader is between Mr. Blunt and
John Boehner of Ohio. A salient fact: In 15
years in the House, Mr. Boehner has never
put an earmark in an appropriations bill.

OpinionJournal.com

Party Politics
With Tom DeLay out of the picture,
who will lead Republicans in the House
of Representatives? Brendan Miniter examines Ohioan John Boehner’s chances.

