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Berlusconi bounces back after Mllan attack

H

Agence France-Presse/Getty Images

Silvio Berlusconi arrived at his Rome residence Monday after a month-long recovery from an attack
that broke the Italian premier’s nose. He pointed out that there was hardly any scar visible.
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U.S. weighs fees

on rescued banks

By DEBORAH SOLOMON
AND DAMIAN PALETTA

WASHINGTON — The
Obama administration is con-
sidering levying a fee on
banks, which would recoup
taxpayer funds spent to res-
cue the financial sector and
auto companies, according to
administration officials.

The proposal is still under
discussion and no final deci-
sion has been made as to what
form it might take. The con-
cept is expected to be in-
cluded in next month’s bud-
get, even without specific de-
tails, and as such could also be
presented as a way to reduce
the U.S.’s large deficit.

One option discussed in-
volves placing a fee on a
bank’s liabilities, a number
that theoretically represents
the amount of risk a bank
takes on, according to offi-
cials familiar with the matter.
Another would be putting the
fee on bank’s profits, as an ap-
proximation of their success
and ability to absorb such a
fee, these people said. The fee,
which would require congres-
sional approval, could be de-
signed to avoid hitting certain
parts of the financial indus-
try, such as community banks,
although no decision has been
made on that front.

The administration has
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Afghan attacks kill six soldiers

BY ANAND GOPAL

KABUL—Six foreign sol-
diers were killed Monday in
Afghanistaninaseries of sepa-
rate attacks, marking a
bloody start to the new year,
military officials said.

The deaths brought the to-
tal killed in January to 15—a
pace that would make this the
deadliest January ever for for-
eign troops in Afghanistan.

Three U.S. soldiers were
killed in a firefight with insur-
gents in southern Afghani-
stan. The U.S. military didn’t
release the names of the sol-
diers or say in which province
the attack took place, citing
the need to inform next of kin
first. The majority of U.S.
forces in the country’s south
are in the provinces of Hel-
mand and Kandahar.

Separately, two French sol-
diers were killed in an ambush

U.S. Marines leave their base in
southern Afghanistan.

in Alasay, a dangerous area
largely under insurgent con-
trol that is north of the capital
Kabul, military officials said.

Two French journalists were
abducted from the same re-
gion nearly two weeks ago
and have yet to be recovered.

Aroadside bomb killed an-
other soldier in southern Af-
ghanistan Monday, but mili-
tary officials didn’t identify
the victim’s nationality. Amer-
ican, British, Canadian and
Dutch troops make up the ma-
jority of the coalition forcesin
the south.

Last year was the bloodi-
est year for foreign troops
since the war here be-
gan—512 soldiers lost their
lives, a jump of more than 75%
from the year before, accord-
ing to icasualties.org, a Web
site that tracks the fatalities.
U.S. officials have warned
that with thousands more
troops headed to the country,
there could be even greater ca-
sualty numbers this year.

been talking for months about
recouping government funds
likely lost through the $700
billion Troubled Asset Relief
Program. It hasn’t publicly ar-
ticulated how that would
work. The loss number is con-
tinually in flux. One current
Treasury estimate, likely on
the high side, is $120 billion.

The fee, if it comes to frui-
tion, could hit big banks that
have already repaid their
TARP funds, with interest, to
compensate for losses in
other areas, such as loans to
Detroit’s auto makers and
funds used to prop up Ameri-
can International Group Inc.

Public ire about the bo-
nuses remains strong and Con-
gress has struggled to de-
velop a way to respond that
tamps rather than stokes that
anger. Last year, lawmakers
had to back down from propos-
als to tax bonuses following
the bonus furor concerning
AIG.

New York Attorney Gen-
eral Andrew Cuomo said Mon-
day that his office has re-
quested information from the
U.S.’s largest banks and Wall
Street firms on their compen-
sation and bonus plans for fis-
cal year 2009.

House Financial Services
Committee Chairman Barney
Frank (D., Mass.) said legisla-
tion that created TARP man-

dated repayment by 2013.
That date was chosen to spill
into the next presidential ad-
ministration and to take some
of the politics out of repay-
ment, he said. But since the
program is winding down
faster than expected, a levy
now would be appropriate.
“Given the mood of the
country,” he said, “it is essen-
tial that we do it. That was
part of the deal.”
Governments around the
world are weighing ways to
get the financial sector to
cover for the costs of last
year’s bailouts without dam-
aging the industry or driving
it to tax-friendlier areas. The
office of London’s mayor
Boris Johnson, issued a state-
ment Sunday saying financial
institutions are considering
moving staff overseas follow-
ing a one-time tax on bonuses
in the U.K. London’s City Hall
estimates that up to 9,000
workers could leave the U.K.,
costing over £1.2 billion ($1.9
billion) in revenue from tax
and national-insurance contri-
butions a year. The one-time
banker bonus tax is to be paid
by banks on the portion of any
discretionary bonus awarded
above £25,000, which the gov-
ernment has projected would
raise at least £500 million.

H Wall Street might be next in
sights of tea-party crowd ... 10
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Don’t begrudge China’s exports coup

By PATIENCE WHEATCROFT

Germany has
lost its mantle as
the world’s biggest
exporter. A

" massive 17.7%

AL s surge in its
overseas sales in December has
assured China of that accolade.
Inevitably, news of the rapid
rebound in China’s trade will spur
fresh bleating from those who see
China’s continued insistence on
preserving the yuan’s peg to the
dollar as giving it an unfair
advantage.

Such gripes are unlikely to be
heard sympathetically in Beijing.
Those exports weren’t immune
when the global downturn first
hit. Factories shut and the great
migration from the villages to the
cities was put into reverse. Then
the government began to pump up
the economy with a stimulus
package set at $586 billion,
including a drive to boost lending
to industry. That is less than the
$787 billion that President Obama
has pledged to spend in the U.S.
but still a heroic amount for a
country that is still generally
referred to as an emerging
economy.

As it strives to keep growth
motoring at the level it needs to
feed so many hungry mouths,
China will take some persuading
of the wisdom of doing anything
to make its exports less
competitive. A new wave of
protectionism in the West would
have to be brutal if it were to
have any effect on Beijing’s
attitude toward exchange rates
and could actually be counter-
productive if the country decided
to put up its own barriers to
trade. For China remains a highly
attractive market for Western
businesses in search of growth.

In Basel yesterday, the
president of the European Central
Bank, Jean-Claude Trichet, strove
to hit a positive note, declaring
that, “at a global level we are on a
recovery mode.” But there was

Associated Press

The opening ceremony of Tesco’s supermarket in Shandong province, China.

unanimity it is the emerging
markets that are leading the
world out of recession

How cheering then to be Tesco,
the British grocery retailer that
on Saturday opened its first
shopping-center development in
China. The seaside town of
Qingdao in Shandong Province is
the site of the “Lifespace” mall,
the first of three such
developments that the group will

Western companies should
follow Tesco’s lead and take
advantage of opportunities
in a growing economy

open by the end of next month.
Having moved into China in 2004,
Tesco now has 72 hypermarkets
trading in the country but in the
latest development, its own store
accounts for only a quarter of the
space. Now it has in the pipeline
another 20 sites along China’s
eastern seaboard where it plans
similar freehold developments.

The scope for such ambitious
development is important if the
company is to be able to continue
to generate the growth that has
taken it from pretax profits of
£750 million ($1.2 billion) for the
year 1996-97 to almost £3 billion
($4.8 billion) in 2008-09. The man
in charge during that period, Sir
Terry Leahy, realized that,

although he would expand as far
as he could in the U.K., both
physically and through growing
the product range, he had to look
overseas if the momentum was to
be maintained.

Eastern Europe was his first
stop but then, in 2004, Tesco
turned to China and offered
customers the “Happy Shopper”
hypermarket, a blend of
traditional eastern market, where
living, breathing, frogs and fish
are available for prodding before
purchase, and a western-style
hypermarket.

Shoppers made the chain
welcome, just as they did Tesco’s
latest venture, when 50,000
customers flocked to the opening
day of the new shopping center.

But Tesco wasn’t a pioneer.
Carrefour, the French multi-
national, opened its first store in
China in 1995 and now has 156
hypermarkets in the country. The
German-listed Metro also has a
presence in China, although it has
concentrated more on building its
business in eastern Europe.

Even during the boom years in
the West, ambitious companies
saw the wisdom of establishing
themselves in emerging markets.
Now that the West is set for years
of, at best, low growth, the
wisdom of that strategy is clear.
In Basel, the overwhelming mood
was somber. The head of the
Financial Stability Board, Italian
central banker Mario Draghi,
warned that the recovery was

fragile and much of it due to the
extraordinary monetary and fiscal
measures that have been applied.

The West must soon begin to
withdraw that stimulus as fears
mount over the scale of deficits
some countries are accumulating.
China is better placed than most
by continuing to provide
encouragement to its economy
and is pledged to maintain
throughout this year its moves to
bolster domestic consumption.

That is why Tesco and its rival
retailers are so keen to expand
their presence there. As has
become so apparent during the
past couple of years, the emerging
markets aren’t merely emerging
but taking over. While much
whingeing has gone on, and
continues to do so, about global
imbalances, those imbalances look
set to stay.

More productive than moaning
about them is finding a way to
share the increasing good fortunes
of countries that are enjoying
new-found wealth. That may mean
employing the determination,
diplomacy and time that is
necessary to make any inroad into
India. Or it may mean taking the
bold decision to venture into such
resource-rich markets as
Kazakhstan and Uzbekhistan,
where perhaps corporate
governance is emerging rather
more slowly than the market.

Emerging markets undoubtedly
bring risks. On Thursday, for
instance, the case of Yukos Oil
against the Russian Federation
goes before the Court of Human
Rights in Strasbourg. Mikhail
Khodorkovsky, the man who used
to run the business, won’t be
appearing since he remains in jail
in Siberia. The former
management argues that the
company was effectively
expropriated, robbing thousands
of investors.

Some markets clearly bring
greater risks than others. The
rewards, however, can be high for
those brave enough to venture
into new territory. And the future
for those who don’t stray from
their home in the West could be
very dull indeed.
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Without a vote,
who heads Fed?

BY SUDEEP REDDY

Senate Banking Committee
Chairman Christopher Dodd
warned Monday that Ben Bernanke
could not remain as chairman of the
Federal Reserve if the Senate didn’t
confirm him by Jan. 31, when his
four-year term expires.

In an interview on CNBC, Mr.
Dodd, the Connecticut Democrat,
said Fed Vice Chairman Donald
Kohn would take over as chairman.
Sen. Judd Gregg (R., N.H.) made the
same point. The comments gener-
ated some confusion on Wall Street,
and the situation isn’t clear-cut.

This much is clear: A Fed chair-
man cannot automatically stay in
his position after his four-year term
as chairman expires.

Members of the Fed board canre-
main in office as governors after
their terms expire until their spot is
filled. The Federal Reserve Act,
however, says that the Fed vice
chairman acts as chairman in the
“absence” of the chairman. But “ab-
sence” isn’t defined.

The Fed has twice faced circum-
stances in which a chairman hasn’t
been confirmed by the Senate by the
time his term expired. In each of
those cases, the Fed didn’t have a
vice chairman in place, so the mem-
bers of the Federal Reserve Board
elected the chairman as chairman
pro tempore.

In 1948, Marriner Eccles served
as chairman pro tempore from Feb.
3 until April 15, when Thomas Mc-
Cabe was sworn in as chairman. And
in 1996, Alan Greenspan served as
chairman pro tempore from March 3
to June 20, when he was confirmed
by the Senate for a third term as
chairman.

Mr. Bernanke’s 14-year term as a
governor—one of seven positions
on the Federal Reserve Board—runs
through 2020. It isn’t clear what, if
anything, would stop the Fed board
from electing Mr. Bernanke as chair-
man pro tempore if he isn’t con-
firmed by Jan. 31.

The Fed and Mr. Dodd hope the
confirmation vote will come soon af-
ter the Senate reconvenes Jan. 19.
But at least four senators have
placed holds on the nomination,
forcing Senate Majority Leader
Harry Reid (D., Nev.) to schedule a
floor debate about Mr. Bernanke, in-
voke cloture on the nomination and
prepare for an up-or-down vote.

At the moment Mr. Bernanke

and became vice chairman in 2006.

Mr. Kohn has been at Mr. Ber-
nanke’s side for nearly every criti-
cal decision during recent financial
crisis.

“Don is the most important non-
chairman member of the board in
the history of the Fed,” says Lau-
rence Meyer, a former Fed governor.

—Jon Hilsenrath
contributed to this article.

Federal Reserve Chairman Ben Bernanke, left, can’t automatically remain in his post if the Senate doesn’t confirm him for a

second term by Jan. 31. Sen. Christopher Dodd said Vice Chairman Donald Kohn, right, would take over.

Reuters (Bernanke); Bloomberg News (Kohn)
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Bulgaria faces threat to euro efforts

Despite budgetary rigor of EU’s poorest member, other nations’ debt burdens could foil its bid to adopt currency by 2013

BY JOE PARKINSON

SOFIA—Bulgaria, the newest
and poorest member of the Euro-
pean Union, is emerging as a fiscal
model for a number of EU countries
struggling to fend off debt crises.

Despite Bulgaria’s budgetary
rigor, other EU members’ swelling
debt burdens may end up foiling So-
fia’s aspirations to join the euro in
three years.

Bulgaria joined the EU in 2007
and posted the smallest budget defi-
cit among the 27 member states last
year, according to the finance minis-
try. It is expected to be the only EU
nation to balance its budget in 2010.

The country pegs its currency, the
lev, to the euro, and has a currency
board that forces the government to
hew to tight fiscal policy. Officials in
Sofia have frozen government wages
and pensions, mothballed costly
state investment projects, raised
taxes ontobacco and slashed govern-
ment spending by 15%. The result is a
full-year deficit of less than 500 mil-
lion lev ($370 million), or 0.8% of
gross domestic product.

Prime Minister Boyko Borisov,
who has drawn international acco-
lades for cutting spending while
maintaining high levels of public
support, says he fears Bulgaria’s fis-
cal performance won’t guarantee en-
try to the 16-nation euro zone.

“I am afraid that the debt crisis
in newer euro-zone countries will
negatively affect us,” he said. “We
hope that the authorities respect
the admission criteria as we’ve
worked hard to get here.”

In a thinly veiled reference to
Greece, which has struggled to per-
suade investors that it can cut its
budget deficit from more than 13%
of GDP toward the EU’s 3% ceiling,
Mr. Borisov said he is making
progress in persuading European
leaders that his government would
be fiscally disciplined “now and in
the future.”

Bulgaria is eager to adopt the
euro in order to boost confidence
and foreign investment in Bulgaria.

Still, the country must meet a

Bulgarian Prime Minister Boyko Borisov, center, hammers a coin during his visit to Bulgarian National Bank in Sofia last month.

number of criteria covering cur-
rency stability, public-sector debt,
interest rates and inflation. The ap-
plication also needs approval by EU
heads of government and European
Central Bank President Jean-Claude
Trichet.

Bulgaria’s economic progress
could see it leapfrog longtime euro
aspirants, such as Romania and Hun-
gary, where sharp downturns have
required bailouts from the Interna-
tional Monetary Fund. Sofia isn’t
currently receiving IMF assistance,
and doesn’t plan to seek help from
the fund this year, Mr. Borisov said.

Bulgaria also could outpace Po-
land, where policy makers have
been cautious about entering the
currency club. That could raise eye-
brows in Brussels and other Euro-

pean capitals where Bulgaria re-
mains synonymous with corruption
and organized crime.

Spearheading the austerity drive
is Prime Minister Borisov, a former
karate champion who says his gov-
ernment will formally apply to join
the euro zone by the end of January,
setting it on course to adopt the cur-
rency in 2013.

“We have everything in order
and we’re ready to start the road to
the euro zone by the end of the
month,” says Mr. Borisov. “It is now
the first foreign-policy priority of
my government.”

The currency board, in place
since an economic crisis in 1997 led
to hyperinflation and the lev’s col-
lapse, compels Bulgarian policy mak-
ers to preside over a tight fiscal pol-

icy to guard against speculative at-
tacks. But the current government’s
decision to bear down on spending
and balance the budget contrasts
with other Baltic states, where defi-
cits are widening, despite currency
boards.

Bulgaria’s growth forecast for
this year hasincreased to 0.2%, from
minus 2%. Credit-rating agency
Standard & Poor’s has upgraded the
country’s outlook from negative to
stable at BBB—two notches above in-
vestment grade.

Mr. Borisov also is relying on his
finance minister, Simeon Djankov,
to step in. Mr. Djankov, a former
World Bank economist, said that fis-
cal credibility is “nonnegotiable” to
navigate Bulgaria’s entry into the
euro zone.

Bulgarian budgeting
Bulgaria’s budget deficit as a
percentage of GDP compared to
other European Union member
states in 2009.
Greece
-12.7%

Ireland
-12.5

Spain
-11.2

Euro zone

Germany
-3.4

Bulgaria
-0s |

Sources: European Commission, Bulgarian
Finance Ministry (Bulgaria)

Northern Ireland official takes 6-week leave

Peter Robinson, head of Northern Ireland’s administration, said he needed to
‘devote time to deal with family matters’ amid a scandal involving his wife.

Associated Press

By Guy CHAZAN

The head of Northern Ireland’s
administration has temporarily
stepped down in an attempt to de-
fuse the sex and financial scandal in-
volving his wife that has gripped the
province and rocked its fragile
power-sharing government.

Peter Robinson, the 61-year-old
head of the Democratic Unionist
Party, said he needed to “devote
time to deal with family matters”
and clear his name. Northern Ire-
land’s current Enterprise Secretary,
Arlene Foster, will assume his re-
sponsibilities as first minister for
the next six weeks.

There had been speculation that
the DUP, the main Protestant party
in Northern Ireland, would jettison
him, but at a meeting on Monday,
the party threw its support behind
its embattled leader.

Itis unclear how the storm will af-
fect the shaky alliance between the
DUP and the Catholic Sinn Fein.
Their coalition was already strained
before the crisis, dogged by a delay

in transferring powers over policing
and justice from London to Belfast.
Sinn Fein sees the issue as crucial to
the 12-year-old political process
that was designed to end decades of
sectarian violence.

Sinn Fein’s president, Gerry Ad-
ams, added to the pressure on Mr.
Robinson Monday, saying the DUP
had adopted a “negative” approach
to many important issues facing the
Executive. Writinginthe Belfast Tele-
graph, he blamed the current state of
deadlock on the “failure of the DUP to
fulfill its political commitments.”

Mr. Robinson said he would con-
tinue to participate in talks on polic-
ing and justice, which he said were
“key priorities” for the province’s
government. A party spokesman said
he would do so in his role as head of
the DUP, rather than as a minister.

The crisisblewup afterthe BBCre-
ported that Mr. Robinson’s wife Iris,
60, who was expelled from the DUP
over the weekend, had helped pro-
cure a £50,000 ($80,100) loan for a
café owned by her then-lover, Kirk Mc-
Cambley, now 21. Ms. Robinson, who

lastmonthsaid she won’t seekre-elec-
tion to the U.K. Parliament, failed to
declaretheloaninParliament’sregis-
ter of members’ interests. Mr. Robin-
sonsaid hiswifeisreceiving psychiat-
ric treatment in Belfast.

The BBC investigation claimed
the first minister had acted improp-
erly by failing to report the loan to
the authorities when he learned of
them in December 2008.

On Monday, Mr. Robinson called
the allegation “unfounded and mis-
chievous,” and maintained he had
acted “ethically and properly.” He
has initiated an independent in-
quiry into the claims against him.

Ms. Foster said the departmental
solicitors’ office, which provides le-
gal services to government depart-
ments in Northern Ireland, had al-
ready considered the allegations
and advised Mr. Robinson he wasn’t
inbreach of ministerial codes of con-
duct. She said she was also sure that
senior government lawyers ap-
pointed to investigate Mr. Robin-
son’s conduct would find no evi-
dence of wrongdoing.
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EUROPE NEWS

A confirmation that’s in the bag?

Catherine Ashton, the European Union’s incoming foreign-policy chief, hadn’t laid out much of a world view before her
confirmation hearing on Monday. During three hours of questions in the European Parliament, she condemned Iran for the
nuclear-enrichment program and said her first foreign trip would be to the U.S. Olli Rehn, poised to take over the bloc’s
economic portfolio, followed. He said the commission should use "all available tools” to ensure sound euro-zone finances.

Trichet urges reform

ECB president targets government budget deficits, risk taking at banks

BY NATASHA BRERETON
AND NINA KOEPPEN

BASEL, Switzerland—Govern-
ments must address excessive bud-
get deficits and commercial banks
must strengthen their balance
sheets to reassure savers and inves-
tors, European Central Bank Presi-
dent Jean-Claude Trichet said Mon-
day.

As the economic recovery gains
traction, global central-bank offi-
cials gathered here have high-
lighted the need to keep up momen-
tum in reducing imbalances and
tightening financial regulation.
They also stressed that govern-
ments need to reassure investors
that they are committed to shrink-
ing excessive budget deficits that
were swollen by spending pro-
grams to prop up crisis-hit econo-
mies.

“Confidence depends on the ca-
pacity to be credible in going back
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to a sustainable mode,” Mr. Trichet
cautioned, noting that “a lot of
time” at the meetings was devoted
to the issue of fiscal imbalances.

He also called on commercial
banks toimprove their risk manage-
ment and strengthen their balance
sheets “by all appropriate means,”
which he said could include more
moderate behavior with regards to
salaries and bonuses.

“It seems to me that, at the glo-
bal level, there is a confir-
mation of the progressive
normalization of the econ-
omy,” Mr. Trichet said in
his capacity as chairman of
the Global Economy Meet-
ing for the Bank for Interna-
tional Settlements, which
brings together central
bankers from major indus-
trial and emerging-market
economies. U.S. Federal Re-
serve Chairman Ben Ber-
nanke, Bank of Japan Gov.
Masaaki Shirakawa and
People’s Bank of China Gov. Zhou
Xiaochuan were among those partic-
ipating in the Basel meetings.

Speaking to reporters earlier
Monday, ECB Governing Council
member Ewald Nowotny said the re-
emergence of market risk-taking
was mostly a concern for the U.S.
and that he was “pretty sure” that
the necessary lessons would be
learned by participants in financial
markets.

“Tunderstand that this [risk-tak-
ing] is of some concern, especially
for the U.S. authorities,” he told re-
porters. “I don’t think this is a ma-
jor problem in the euro area, but we
do see signs of it world-wide.”

Discussions on the issue have fo-

Jean-Claude
Trichet

cused “on specific types of banking
activity, especially with regard to
trading activities of the banking sec-
tor,” said Mr. Nowotny, who heads
Austria’s central bank.

Officials also welcomed “sub-
stantial progress” made by the
Basel Committee on Banking Super-
vision in converting agreed steps
into concrete measures, but said it
isvital that central bankers and reg-
ulators finalize reforms to global
banking standards as soon
as possible.

In December, the Basel
Committee published a
draft set of global stan-
dards designed to ensure
banks have enough high-
quality capital and a pool
of liquid assets that will al-
low them to weather fu-
ture financial crises.

In a statement Monday,
the committee’s oversight
body stressed the need to
make progress in provision-
ing, introducing counter-cyclical
capital buffers, addressing the risk
of systemic banking institutions,
and assessing the role that could be
played by contingent capital.

The massive influx of money
into emerging markets, partly
fueled by low interest rates and the
central banks’ ample liquidity provi-
sions was also a cause for concern
to the central bankers. The money
could create an asset-price bubble
that could pop if outside investors
decide to withdraw their funds.

“Some countries are looking at
significant inflows of capital that
are creating challenges,” Mr.
Trichet said. He didn’t specify any
countries.

U.K. retailers
show optimism

By NicHOLAS WINNING
AND PAUL HANNON

LONDON—British retailers re-
corded their strongest December
sales rise in four years last month,
while house prices continued to re-
cover, strengthening hopes that the
country emerged from a long reces-
sion at the end of last year.

The two reports were tempered,
however, by a separate survey by a
major U.K. business group that sug-
gested the country was still strug-
gling to enter the recovery phase in
the fourth quarter.

The British Retail Consortium
said total retail sales were 6% higher
in December than they were in De-
cember 2008, the strongest increase
for that month since 2005. Sales in
stores that have been open for at
least a year were 4.2% higher than in
December 2008, having been 1.8%
higher in November, the BRC said.

“These are stronger figures than
we dared hope for,” said Stephen
Robertson, the BRC’s director gen-
eral. “The figures were certainly
helped by the comparison with last
December’s terrible results, but cus-
tomers clearly felt more confident
about spending than they have for
some time.”

The pickup in sales was probably
supported by the imminent reversal
of the government’s temporary cut
in value-added tax. The BRC said un-
usually cold December weather also
gave a strong boost to clothing and
footwear, although sales of most
other items also increased.

Also, the Royal Institution of

Price rise slows

U.K. housing price balance -
percentage of surveyors
reporting arise in prices minus
those reporting a fall.

Source: RICS

Chartered Surveyors said U.K. house
prices rose further in December—al-
beit at amore modest rate than previ-
ous months—as demand for homes
continued to outpace the supply of
properties being put on sale.

The RICS monthly survey’s head-
line price balance, calculated by sub-
tracting the percentage of survey-
ors reporting falling prices from
those reporting rising prices, fell to
plus 30 percentage points in Decem-
ber from a three-year high of plus 35
in November.

It was the first decline in the indi-
cator since January 2009, but RICS
said the loss of momentum in prices
and the moderation in new buyer in-
terest seen during the month could
be due to the market slowing down
for the holiday season.

Liberal Democrats
streamline platform

By NicHOLAS WINNING

LONDON—The leader of the
U.K.’s third-largest political party
sidestepped questions Monday
about whether he would do a deal
with one of the two larger parties in
this year’s general election, saying
he was concentrating on his own
principles.

Liberal Democrat leader Nick
Clegg said his party had stripped its
election manifesto of everything
not essential because that was all
the country could afford.

“We have isolated only two ar-
eas where we will make immediate,
significant additional spending
pledges: in education and in infra-
structure—and those will be
funded from specific cuts in other
areas of government spending,”
Mr. Clegg said at an event to outline
his party’s strategy.

With the governing Labour Party
of Prime Minister Gordon Brown
trailing the main opposition Conser-
vative Party in election polls, the
question remains whether the Lib-
eral Democrat party will play the
role of kingmaker should either of
the two larger parties fail to win an
outright majority.

“I can’t predict the future,” Mr.
Clegg said.

No date has been set yet for the

U.K. election, which must be held by
early June.

Mr. Clegg said his party would
put a 10% levy on bank profits as
long as they were underwritten by
the taxpayer, end tax credits for
above-average income families, and
put a £400 (about $640) cap on pub-
lic-sector wage increases for at least
two years.

“These cuts and revenue-raising
measures are, in our view, unavoid-
able if we are to persuade people
that we are serious—and we are
deadly serious—about tackling Gor-
don Brown’s astronomical deficit,
yet alone generate the resources we
need for our social and political pri-
orities,” he said.

Mr. Clegg also promised the big-
gest tax reform in a generation to re-
distribute income, including charg-
ing noincome tax on the first £10,000
people earned, a levy on high-value
residential property, and closing tax
loopholes for the highest earners.

The Liberal Democrat leader said
he also wanted to rebalance the
economy and shift the focus away
from London’s financial district to-
ward other areas of output in the
rest of the country.

His party also wanted to see a
clear separation in banking between
the high-risk areas of the industry
and the retail side.



Tuesday, January 12, 2010

THE WALL STREET JOURNAL.

March 8-12 ¢ Houston, Texas ¢ Register now at www.ceraweek.com or +1 617 866 5102

Now in its 29th year, CERAWEEK is the world’s most prestigious annual gathering offering insight into the energy future.
Hosted by IHS Cambridge Energy Research Associates (IHS CERA) and chaired by Daniel Yergin, author of the Pulitzer Prize-
winning book The Prize, CERAWEEK 2010 will debate, inform, and set the agenda for building tomorrow’s energy strategies.

Khalid Al-Falih
President and CEO
Saudi Aramco

Hamad Rashid Al
Mohannadi
Managing Director -
CEO

RasGas

Nariman Behravesh
Chief Economist
IHS

Brandon Bethards
CEO
Babcock & Wilcox

Jean-Francois Cirelli
Vice-Chairman and
President

GdF SUEZ

Ted Craver
Chairman, President
and CEO

Edison International

Peter Darbee
Chairman, CEO,
and President
PG&E Corporation

i

Chad Deaton
President and CEO
Baker Hughes

José Sergio Gabrielli
de Azevedo

CEO

Petrobras

Andy Inglis
Chief Executive,
Exploration and
Production

BP

Philippe Joubert
Executive Vice
President, Alstom;
President, Power
Sector, Alstom

Bill Klesse

Chairman of the Board
and CEO

Valero

Andrew Liveris
Chairman and CEO
Dow Chemical

Tan Sri Hassan
Marican

President and CEO
PETRONAS

Alexander Medvedev
Deputy Chairman,
General Director
Gazprom Export

Mike Morris
Chairman, President,
and CEO, American
Electric Power
Company

James Mulva
Chairman, President
and CEO
ConocoPhillips

Richard Newell
Administrator
Energy Information
Administration (EIA)

RK Pachauri

Chairman
Intergovernmental Panel
on Climate Change
(Nobel Laureate)

Kjell Pederson
CEO
Petoro

Michael Quillen
Chairman,
Alpha Natural
Resources

David Ratcliffe
Chairman, President,
and CEO

Southern Company

Ken Rogoff
Professor of Economics
Harvard University

Paolo Scaroni
CEO
ENI Group

Nobuo Tanaka
Executive Director
International Energy
Agency (IEA)

Jakob Thomasen
CEO
Maersk Oil

Thomas Walters
President

Gas & Power Marketing
ExxonMobil

Daniel Yergin
Chairman
IHS CERA

2
€
!
2

CERAWEEK Online enables virtual participation in CERAWEEK 2010 for both

™ cera

Partners and Sponsors

individuals and enterprises. Call +1 617 866 5102 for more information.

ALSTOM

AGENCIA NACIONAL DE HIDROCARBUROS

COLOMBIA
Chevron
NI Ex¢onMobil Sl n g
cisco. Saudi Aramco ~
CEWATERHOUSE(COPERS @ L ] TE=EES
PRESWIERIOUSC ‘aspentech £E=558
Vinson&tlkins Standard & Viau A . ]
International Lawyers Chartered .\ BﬁléianEs m%‘tolsm? M’cmsoﬂ

About IHS CERA: IHS Cambridge Energy Research Associates (IHS CERA) is a leading analyst and advisor on global energy markets and
economics. About IHS: (NYSE: IHS, www.ihs.com) is dedicated to providing the most complete and trusted information and expertise spanning the
most important concerns facing global business today: Energy, Product Lifecycle, Security and Environment, all supported by Macroeconomics.




8

THE WALL STREET JOURNAL.

Tuesday, January 12, 2010

Italy is shaken by immigrant clashes

Fighting between locals and African workers prompts fears of more strife and national soul-searching about racism

By StACcY MEICHTRY

ROME—Violent riots and the evac-
uation of immigrants from a south-
ern Italian town have prompted a
wave of national soul-searching over
how Italy should respond to racial ten-
sions stoked by economic malaise.

Police and prosecutors on Monday
continued to investigate the cause of
the clashes that swept through the
farming town of Rosarno, near the toe
of the Italian peninsula.

The riots began Thursday when a
local resident fired a pellet gun at a
documented African migrant worker,
lightly wounding him.

African immigrants in the areare-
sponded by burning cars and vandal-
izing shops. Some local Italians retali-
ated by forming bands that began go-
ing house-to-house attacking immi-
grants. The clashes, which appeared
to have ended by Saturday, left doz-
ens injured, including a group of im-
migrant men who were beaten with
metal rods.

By Sunday evening, police had es-
corted more than 1,000 immigrants
to relief centers in other cities to en-
sure their safety.

Prosecutors on Monday said they
were investigating the possibility
that members of the "Ndrangheta, a
powerful crime syndicate in south-
ern Italy, played a role in fomenting
the violence.

Italians across the peninsula, how-
ever, say the riots were spurred by
long-simmering racial tensions—con-
ditions that have worsened with aris-
ing tide of immigration and a deep
economic problems.

Pope Benedict XVI, on Sunday, de-
cried the “exploitation” of migrant
workers, calling on Catholics to re-
spect the “rights and duties” of immi-
grants. On Monday, the Osservatore
Romano, the Vatican’s official news-
paper published an editorial revisit-
ing Italy’s colonial past in Africa and
episodes of racism under Italian dicta-
tor Benito Mussolini.

As factories in Italy’s industrial
north have cut employees over the
past year, migrant workers have
flocked to southern Italian regions
such as Calabria in search of low-pay-
ing jobs picking citrus fruit.

Many of the job cuts have fallen on
migrants, who don’t receive the same

il

An immigrant argues with a resident during a protest in Rosarno, Italy, on Friday. Police and prosecutors are investigating the cause of the clashes in the southern farming town.

level of unemployment benefits as na-
tive Italian workers, who are shielded
by strong unions.

With few jobs to go around in Ro-
sarno, scores of migrants have in re-
cent years ended up squatting in
abandoned warehouses and factories
around town, according to Laura
Boldrini, a spokeswoman for the
United Nations High Commissioner
for Refugees.

“The root causes have to be ad-
dressed, otherwise we’ll have arepeti-
tion of this episode in other loca-
tions,” Ms. Boldrini said.

Officials in Prime Minister Silvio

Berlusconi’s government accused lo-
cal authorities of creating aracial tin-
der box by turning a blind eye to the
influx of tens of thousands of undocu-
mented workers. “As a result we
have huge communities that have be-
come real exploding bombs,” Inte-
rior Minister Roberto Maroni said in
a TV interview.

By dint of geography, southern It-
aly has become a popular entry point
to the rest of Europe for immigrants
from African countries such as Togo,
Ghana and Nigeria, who cross the
Mediterranean by boat.

Over the past year, Italy has in-

stituted a crackdown, sending im-
migrants intercepted at sea back
to their countries of origin, usually
via Libya. The practice has drawn
criticism from human-rights
groups who accuse Italy of failing
to properly screen the migrants
for political refugees. The Euro-
pean Union, on the other hand, has
reviewed Italy’s policy as a poten-
tial model for for stemming illegal
immigration in other Southern Eu-
ropean nations.

Ms. Boldrini, who has been in Ro-
sarno advising local and national au-
thorities on their response to the vio-

lence, estimated that about half of
the migrants sent to relief centers
over the weekend were undocu-
mented.

Some undocumented migrants
were transferred to detention cen-
ters, where they face expulsion from
Italy, government officials said.

On Monday, hundreds of native
Italians and a handful of African mig-
ran marched through Rosarno to pro-
test media reports that the demon-
strators said unfairly portrayed the
town as a hotbed of racism.

—Margherita Stancati
contributed to this article.

Pope speaks on creation

A WSJ NEws Rounpup

VATICAN CITY—Pope Benedict
linked the Catholic Church’s opposi-
tion to gay marriage to concern
about the environment, suggesting
that laws undermining “the differ-
ences between the sexes” were
threats to creation.

He issued the admonition in a
speech to ambassadors accredited to
the Vatican, an annual appointment
during which the pontiff reflects onis-
sues the Vatican wants to highlight to
the diplomatic corps. The main
theme of the address was the environ-
ment and the protection of creation.

“Creatures differ from one an-
other and can be protected, or endan-
gered in different ways, as we know
from daily experience. One such at-
tack comes from laws or proposals,
which, in the name of fighting dis-
crimination, strike at the biological
basis of the difference between the
sexes,” he said. “Iam thinking, for ex-

ample, of certain countries in Eu-
rope or North and South America.”

This was a clear reference to leg-
islation either enacted or proposed
in several parts of the world. Last
month, Mexico City became the first
capital in Catholic Latin America to
allow same-sex marriage.

In California, the U.S. state’s ban
on gay marriage went to trial on
Monday in a federal case that plain-
tiffs hope to take all the way to the
Supreme Court and overturn bans
throughout the nation. Gay mar-
riage is legal in several U.S. states
and in some European countries.

In his speech to diplomats from
more than 170 countries, the pontiff
criticized the “economic and politi-
cal resistance” to fighting environ-
mental degradation that was exem-
plified in the negotiations to draft a
new climate treaty at last month’s
summit in Copenhagen.

Officials from 193 countries met

at the summit, which ended Dec. 19
having failed to produce a successor
treaty to the 1997 Kyoto Protocol. It
produced instead a nonbinding ac-
cord that included few concrete
steps to combat global warming.

Pope Benedict didn’t name coun-
tries responsible for bogging down
negotiations, but he listed as the vic-
tims island nations at risk of rising
seas, and Africa, where the battle for
natural resources and overexploita-
tion of land has resulted in wars.

“To cultivate peace, one must
protect creation,” the pope told the
ambassadors. The pontiff said the
same “self-centered and materialis-
tic” way of thinking that sparked the
world-wide financial meltdown also
was endangering creation. To com-
bat it will require a new way of think-
ing and a new lifestyle—and an ac-
knowledgment that the questionis a
moral one, he said.

“The protection of creation is

Associated Press

Pope Benedict XVI greets ambassadors to the Holy See on Monday at his annual
address to the diplomatic corps at the Vatican. He spoke on the environment.

not principally a response to an aes-
thetic need, but much more to a
moral need, inasmuch as nature ex-

presses a plan of love and truth,
which is prior to us and which
comes from God,” he said.
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Democrat’s tough stance

Stupak’s push for abortion curbs rankles party but plays well at home

BY DOUGLAS BELKIN
AND JANET ADAMY

IRONWOOD, Mich.—Democratic
Rep. Bart Stupak’s push for restric-
tions on abortion funding in the U.S.
health-care overhaul is anathema to
many liberal supporters of the bill.
But Mr. Stupak sees them as a natural
mix of the economic liberalism and so-
cial conservatism that defines his
home district, Michigan’s economi-
cally depressed Upper Peninsula.

“You find it wherever you go,”
said Mr. Stupak, a 57-year-old
former state trooper and practicing
Roman Catholic. “People say, ‘We ap-
plaud the amendment, but we don’t
like the bill.” ”

Bucking his party leadership, Mr.
Stupak led the charge for an amend-
ment bearing his name that prevents
women with government-subsidized
coverage from enrolling in a plan that
coversabortion.

The Senate bill lacks the lan-
guage. That gives Mr. Stupak a criti-
calrole as lawmakers hash out the fi-
nal legislation they plan to send to
President Barack Obama as soon as
this month.

“Ithastobeprettycloseto Stupak
language or it’s not going to fly,” Mr.
Stupak said Tuesday night after a
town-hall meeting during which the
mention of his amendment twice
drew applause.

Large parts of the sprawling dis-
trict Mr. Stupak represents have un-
employment rates higher than the
14.7% state average, which is the
worst in the U.S. The copper mines
and timber industry—the backbone
of the economy here for generations—
have been disappearing for decades.

Withinthat economicclimate, Mr.
Stupak has woven a popular incum-
bencybytappingintothedistrict’sso-
cial conservatism while recognizing
its labor union heritage. The district
supported Mr. Obama in 2008 but
backed President George W. Bush in
2000 and 2004. Mr. Stupak has voted
with his party 96% of the time but
since his first election in 1992 has
stressed his antiabortion bona fides.

Now his antiabortion values and
party loyalty are colliding, poten-
tially to his advantage.

Mr. Stupak said sentiment on the
overall healthbillis evenly splitin the
10,000t015,000messageshehasbeen
getting from constituents each week
onthematter. That makeshis support
for the bill a political gamble. Based
partly on those messages and his
meetingswith constituents, he thinks
about two-thirds of voters in the dis-
trict support the amendment.

There are no polls on his amend-
ment, but political analysts familiar
withthe areaagree with Mr. Stupak’s
assessment. “Thisisaheavily ethnic,
working-class, Roman Catholic dis-
trict,” said David Haynes, a political-
scienceprofessorat Northern Michi-
gan University. “Wehavenever had a
pro-choice congressman here. The
amendment probably gives him
some wiggle room.”

In Ironwood, at one of several re-
cent town-hall meetings Mr. Stupak
has held, about 100 residents pep-
pered him with questions and criti-
cism about the bill. Several men held
up copies of the U.S. Constitution.
One asked: “Where in here does it
say that the federal government can
mandate health insurance?”

The following evening, 60 miles
northeast in Ontonagon, 200 people
crammed into a high-school audito-
rium to express their concern about
a recent paper-mill closing and to

find out how a health-care plan
would affect the unemployed.
Using a slide show, Mr. Stupak
made his case for the health over-
haul. Premiums in Michigan in-
creased nearly 80% between 2000
and 2007, he said, while wages
climbed less than 5%. He said there
were thousands of uninsured people
in his district and hundreds more
each year who pay for private health
insurance but file for bankruptcy be-
cause a family member got sick and
their policy reached its maximum.

Mr. Stupak says he is confident
that his stricter language will remain
in the final bill because 10 to 12 House
Democrats won’t vote for it unless his
language—or something very
close—is included. He wouldn’t name
the congressmen. The bill passed the
House by just two votes.

“I can go back to my district [on
some issues] and say I did the best I
could, I tried,” he said. “But on abor-
tion you can’t go back and say, I used
to beright tolife; now I'm pro choice.
That doesn’t work; it’s either or.”

Associated Press

Democratic Rep. Bart Stupak of Michigan, shown on Capitol Hill in July, says he is
confident that his abortion language will remain in the final health bill.
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U.S. NEWS

Wall Street might be next
in sights of tea-party crowd

Bloomberg News

Some state regulators are calling on the EPA to go slowly with new emissions rules. Above, a power plant in Pittsburg, Calif.

States balk at new rules

Regulators call for U.S. to delay proposed curbs on greenhouse gases

BY STEPHEN POWER
AND IAN TALLEY

A growing number of U.S. state
regulators are urging the Obama ad-
ministration to slow the rollout of
proposed federal rules curbing in-
dustrial greenhouse-gas emissions,
saying the administration’s ap-
proach could overwhelm them with
paperwork, delay construction
projects and undercut their own ef-
forts to fight climate change.

The concerns echo some criti-
cisms that business groups—includ-
ing the American Petroleum Insti-
tute and the National Association of
Manufacturers—have voiced about
the potential consequence of new
regulations, though the states gener-
ally don’t challenge the legality of
the proposed regulations, as some
business groups have. Indeed, many
state regulators continue to say
they support the Environmental Pro-
tection Agency’s effort to regulate
greenhouse gases. Their concerns,
they say, have more to do with how
quickly such rules should be phased
in, and how to pay for an expansion
in regulatory oversight at a time
when their budgets are in the red.

Regulators from around the U.S.,
including Kansas, Pennsylvania,
Florida and California, are calling
on the EPA to go slowly with its new
rules, and in some cases warning
that they lack funding to regulate
some of the new emissions sources
that would be covered.

The states’ warnings vary in ur-
gency, with some saying the EPA’s
proposal can be easily tweaked and
others urging the agency to recon-
sider the proposal, predicting dire
consequences. South Carolina regu-
lators, in a letter to EPA dated Dec.
23, said the proposal will cause
chaos and warned that many con-
struction projects—and jobs—are
at risk.

In a Dec. 24 letter to the EPA, the
California Energy Commission,
which oversees energy policy in the
state, said the EPA’s proposal “will
likely retard, rather than facilitate,”
reductions in greenhouse-gas emis-
sions from its electricity sector.

Because California, which has
been aleader among states in pursu-
ing its own emissions efforts, plans

to require electric utilities to use
more renewable power than they do
currently, the state needs new natu-
ral-gas-fired power plants to pro-
vide back-up power when the wind
doesn’t blow or the sun doesn’t
shine. Most of those new plants
aren’t subject to the EPA permit pro-
cess but will require permits under
the EPA’s proposal, the state says.

“We are gravely concerned that
EPA’s current proposal will likely
create a huge administrative bur-
den,” said Melissa Jones, the com-
mission’s executive director. While
most states stop short of predicting
job losses, California says the pro-
posed rules would cause “gridlock”
on the construction of power plants.

Kansas’s Department of Health
and Environment has warned that
the EPA proposal will affect some an-
imal-feeding operations as well as
some municipal solid-waste land-
fills, and Florida’s Department of En-
vironmental Protection has called
the proposed permitting approach
unmanageable.

Some states say the EPA’s
proposal can be easily
tweaked and others are
urging the agency to
reconsider the proposal,
predicting dire consequences.

The EPA declined to comment
about the criticisms raised by state
regulators. “We are still reviewing
the comments. No decisions have
been made about the final rule,” an
EPA spokeswoman said.

The Obama administration has
said it would prefer that Congress
pass legislation that would use a so-
called cap-and-trade system to curb
greenhouse-gas emissions. Under a
cap-and-trade system, the govern-
ment would require companies to
hold permits in order to emit green-
house gases. Over time, the govern-
ment would issue fewer permits,
bringing emissions down while al-
lowing companies to buy and sell
permits among themselves.

But prospects for that legislation
passing the Senate—at least in its
current form—are dim, leaving EPA
regulation as the administration’s
main tool.

In order to acquire a permit, facil-
ities would be required to demon-
strate to state or local regulators
that they are using the best prac-
tices and technologies to minimize
greenhouse-gas emissions.

The decision on what constitutes
those practices would, in most
cases, be left to states, which are ex-
pected to rely heavily on guidance
from the EPA. The EPA is expected
to publish such guidance in the com-
ing months.

Officials in other states say they
worry the EPA won’t give them
enough time to revise their own
state rules, which generally set
much lower emissions thresholds
for regulating air pollutants.

If the EPA doesn’t give them
enough time, state officials say, tens
of thousands of new air-quality per-
mits would need to be issued over
the next 18 months or so, a scenario
that state officials say could delay
the process for many new facilities.

Citing budget shortfalls, some
state agencies are suggesting the
EPA propose new fees on businesses
that could generate revenue for
states to hire more people to pro-
cess permits. But the proposals
would likely encounter opposition
as many businesses are still strug-
gling to recover from the recession.

“This issue [of permits] is an ex-
traordinarily hot topic among the
states,” said William Becker, execu-
tive director of the National Associa-
tion of Clean Air Agencies.

Mr. Becker said that during a re-
cent conference call organized by
his group and involving more than
100 state and local air-quality agen-
cies, “most, if not all, said EPA is seri-
ously underestimating the number
of sources” that would be subject to
regulation under its proposal.

Mr. Becker emphasized that
most of his group’s members sup-
port EPA regulation of greenhouse
gases and that most of the problems
they have identified are surmount-
able. His group has suggested that
the EPA wait until at least 2011 to
trigger permitting requirements for
major stationary sources of green-
house gases.

By GERALD F. SEIB

Could all those
populist
pitchforks
currently pointed
at Washington be

=it turned toward
Wall Street instead?

That’s the question that ought
to worry Wall Street executives
as they prepare to pay themselves
nice bonuses this month, hard on
the heels of a government bailout
of the financial system, and
amidst continuing job losses
around the rest of the country.
Financial firms know they’re in
for heat on bonuses; they’ve
already been chastised on
national TV by President Barack
Obama’s chief economist.

The more searing heat,
though, might come not from
Washington’s corridors of power,
but from the streets, where
disjointed populist armies are
starting to organize in the
so-called tea-party movement.

It’s a movement dominated
for the moment by mistrust of
big government and big
government health-care plans.
But it’s also animated by
mistrust of big institutions in
general, and a tendency to see
those institutions secretly
working in tandem to the
detriment of the little guy. So
it’s a short leap from anger at
Washington’s spending of
taxpayer dollars to anger at Wall
Street executives saved by those
same taxpayer dollars—and then
taking home a big bonus check.

Certainly we won’t have to
wait long to find out how
combustible this mixture might
be. The tea-party movement is
holding its first national
convention Feb. 4 to 6, in
Nashville, and organizers say it’s
already sold out. Former vice
presidential candidate Sarah
Palin will be the star speaker;
East Coast elites of all stripes
might want to steer clear.

Judson Phillips, a Tennessee
attorney and organizer of the
convention, says the tea-party
movement, disparate as it is,
includes many people “who
believe that Congress pays far
too much attention to Wall Street
and not enough attention to Main
Street.” Tea-party rallies, he says,
draw a lot of small businessmen
and women frustrated at their
own inability to get capital while
big banks prosper, and thus
inclined to think the deck is
stacked against them.

Asked specifically about Wall
Street bonuses, Mr. Phillips
replies: “I think the reaction of
most people in the tea-party
movement is going to be this: If
a company is doing well, they
don’t have a problem with it.
Most people in the tea-party
movement are capitalists....If the
company in question is one that
received a government
bailout—totally different story.
Most people in the tea-party
movement don’t believe in the
concept of too big to fail.”

Right now, Mr. Phillips notes,
Wall Street bonuses aren’t the
top item in the broad tea-party

tent. Most available oxygen is
being sucked out by anger over
health care. But talk of more
economic stimulus measures
surely would revive anger over
financial bailouts, he adds.

Indeed, anger over Wall
Street bailouts was in many
ways the spark that brought the
tea-party movement to life.
Joseph Farah, publisher of
WorldNetDaily, a Web site
popular among tea-party
adherents, said the
financial-industry rescue plan
launched in the closing days of
President George W. Bush’s term
“got this ball rolling. That’s
where the anger, where the
frustration took root.”

Since then, he notes, the
movement has gone off in
multiple different directions, and
anger has mostly focused instead
at Democrats running
Washington. Yet there’s a long
history of populist ire being
directed at Wall Street and
Washington simultaneously.

If so, plenty of leaders in both
places have reason to be worried.
Already, grass-roots suspicion of
the Federal Reserve Board is
fueling the movement by
Republican Rep. Ron Paul to pass
legislation requiring that the Fed
open its books for a public audit.
Expect more populist-style Fed
bashing before Fed Chairman Ben
Bernanke is confirmed for a
second term in coming weeks.

Beyond that, bankers in
London already have seen where
popular anger at the financial
industry can lead. The British
government has just imposed a
hefty tax on bank bonuses—a tax
that the mayor of London is
warning could drive thousands
of bankers out of his city.

The U.S. isn’t close to taxing
bank bonuses, at least not yet.
However the Obama
administration is considering
proposing something less
dramatic but thematically
similar, a fee on banks to recover
costs of the financial bailout.

Other hints of unrest can be
seen on the political left and the
right. On the left, Ariana
Huffington, who runs one of the
Internet’s hottest political sites,
has just suggested that people
take their money out of the
kinds of big financial institutions
that benefited from
Washington’s rescue, and move
it to community banks.

And on the right, Republican
Rep. Darrell Issa has begun a
crusade to figure out whether
Treasury Secretary Timothy
Geithner, while chairman of the
Federal Reserve Bank of New
York, was part of a plan to hide
from taxpayers the fact that
rescue money doled out to
insurance giant American
International Group Inc. was
simply going out the backdoor to
rescue banks owed money by AIG.

It’s easy in Washington and
on Wall Street to dismiss the
tea-party movement as a
disorganized fringe force. It’s
worth remembering, though,
that in a Wall Street
Journal/NBC News poll late last
year, the tea-party movement
won a higher favorability rating
among Americans than did
either major party.





