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Nine activists killed off Gaza
TEL AVIV—At least nine

activists were killed when Is-
raeli commandos boarded a
six-ship flotilla headed to the
blockaded Gaza Strip early
Monday, plunging Israel into a
diplomatic crisis that could
impede its goals on issues in-
cluding Palestinian peace talks
and sanctions agains Iran.

The incident triggered re-
bukes from foes and several
friends who questioned
whether Israeli troops used
excessive force in halting the
flotilla, for which it had weeks
to prepare.

Israel defended its actions,
saying armed activists at-
tacked soldiers as they were
being lowered from a helicop-
ter onto the deck of one of the
ships. The Israeli army said at
least one soldier’s weapon
was taken and turned against
Israeli forces. An Israeli mili-
tary spokesman said later in
the day that some activists
also appeared to be armed
with their own guns.

Details of the boarding and
the fighting that ensued
weren’t clear, with almost all
information about the inci-
dent being provided by Is-
rael’s military.

Prime Minister Benjamin
Netanyahu, in Canada Monday,
canceled a visit slated for

Please turn to page 6

BY JOSHUA MITNICK

Palestinians burn an Israeli flag during a protest at Gaza’s seaport against Israel’s interception of ships bound for Gaza Monday.
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Banks still stressed despite ECB moves
In the latest indication

that European banks are in ill
health, the European Central
Bank warned late Monday
that euro-zone banks face
€195 billion ($239.26 billion)
in write-downs this year and
the next due to an economic
outlook that remained
“clouded by uncertainty.”

The ECB news, part of its
semiannual financial-stability
report, comes on the heels of
a campaign by governments
and central banks to ease

sovereign-debt problems in
southern Europe. The efforts
have failed to calm worries
that a banking crisis may be
forming on the Continent.

European governments al-
ready have cobbled together
a €110 billion bailout for
Greece and a €750 billion res-
cue for other weak economies
of the euro zone. The ECB in
May launched a series of ini-
tiatives, including the pur-
chases of government debt
from banks and the renewal
of a program to give cheap
six-month loans to banks,
while the U.S. Federal Re-

serve reactivated a swap line
to provide European banks
with dollars.

The moves helped provide
some stability to the banks,
but Europe’s intertwined
banking system remains
stressed. Investors have ham-
mered the sector, banks are
stashing near-record amounts
of deposits at the ECB—€305
billion as of Friday—instead
of lending the funds to other
institutions, risk-wary U.S. fi-
nancial institutions are re-
ducing their exposure to eu-
ro-zone banks, and U.S.
government officials are

pushing their case for Europe
to disclose publicly the re-
sults of stress tests for euro-
zone banks.

ECB Vice President Lucas
Papademos defended the cen-
tral bank’s approach and said
results of European Union-
wide stress tests of banks
should be completed in July,
providing further details on
the capacity of the region’s
banks to withstand shocks.
The results of stress tests last
year of individual banks
weren’t released publicly.
Some European countries are
opposed to the public release

of results.
At the same time, the ECB

warned Monday that the
“continued reliance” of some
midsize banks on credit from
the central bank remains “a
cause for concern.” It didn’t
identify the banks nor say
how many were too reliant on
the ECB for funding.

European banks collec-
tively hold hundreds of bil-
lions of euros of public and
private debt in countries such
as Greece, Spain and Portu-
gal. Much of the private debt
is tied to depressed real-es-

Please turn to page 4

BY DAVID ENRICH
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China’s thirst for oil could be less than expected
Oil bulls place enormous faith in

the Chinese dragon. But don’t forget
the inkfish.

“Inkfish” are smoke-spewing, sin-
gle-cylinder engine contraptions
driven by many poorer Chinese. They
symbolize why China’s vehicle mar-
ket—now the world’s larg-
est—mightn’t necessarily be a source
of rapidly growing oil consumption
ad infinitum. What’s more, China
also may be an unexpectedly bearish
force for commodities on the supply
side, an issue discussed in a separate
column Wednesday.

This year, China is expected to
consume 11% of global oil produc-
tion, says the International Energy
Agency. However, it has accounted
for 45% of the growth in global oil
demand over the past decade.

As China’s vast population grows
richer, so the thinking goes, so will
its appetite for more of everything.
Yet, as Deutsche Bank’s Paul Sankey
points out, Chinese passenger-vehi-
cle sales surged 77% year on year in
the first quarter. Yet apparent gaso-
line demand rose by just 3%. Indeed,

consultancy JBC Energy reckons Chi-
nese demand for gasoline has been
flat since last July.

Why the disconnect? Jack
Perkowski, founder of Chinese auto-
parts maker Asimco Technologies
and now head of advisory firm JFP
Holdings, points to underlying
changes in the Chinese vehicle mar-
ket.

About 50 million engines are
manufactured in China every year,
Mr. Perkowski says. So while 13.6
million cars, trucks and buses were
sold in China last year, another 36
million or so other, low-technology
vehicles were sold, including those
inkfish. A big reason for the appar-
ent surge in sales, therefore, is the
switch from nonconventional vehi-

cles to conventional vehicles, Mr.
Perkowski says.

This helps explain the disconnect
between Chinese vehicle and oil mar-
kets, especially as new cars are more
fuel-efficient than inkfish. Still, with
per capita car ownership one-20th
that of the U.S., surely the sheer
weight of numbers portends dizzying
growth in oil demand?

That view assumes, however, that
Chinese drivers emulate Americans
and load up on big SUVs and trucks.
There is good reason to think they
won’t. Even with rising incomes,
price is the big factor in Chinese car-
buying decisions. Smaller cars, per-
fectly suited for the urban environ-
ment of the richer coastal cities, are
cheaper than big ones.

In addition, never forget the role
of the government. Beijing has little
strategic interest in emulating Amer-
ica’s addiction to foreign oil. Accord-
ingly, it has pushed consumers to-
ward smaller engines via tax breaks.
This is easier to do in an embryonic
market where, unlike America, driv-
ers don’t feel like they are trading

down to less powerful models.
In June, the government is ex-

pected to unveil subsidies for alter-
native-fuel cars like plug-in hybrids,
worth perhaps a third of the sticker
price. Besides energy security and
environmental concerns, Beijing
knows its domestic car makers have
a better chance of leap-frogging
Western competitors in the develop-
ment of new electric-car technology
than in long-established combustion
engines.

The upshot is that China’s thirst
for oil mightn’t grow as rapidly as
many expect. Mr. Sankey sees oil de-
mand there starting to flatten out at
between 13 million and 14 million
barrels of oil per day by 2025. That
is more than this year’s 9.1 million
bpd, but implies an annual growth
rate over the next 15 years of just
2.6%, about a third that of the “su-
per-cycle” decade just gone.

A less thirsty Dragon would coin-
cide with nascent, but determined,
efforts to suppress oil consumption
in the industrialized world.

—Liam Denning

Unfashionable trend for Saks: weak euro, strong manufacturers
Another European sensation

could soon be the talk of the fashion
scene: its plunging currency. The
euro has fallen 20% against the dol-
lar since December. That should be
good news for luxury retailers Nei-
man Marcus and Saks, no? They
source heavily from the likes of
LVMH and Gucci, which have euro
expenses but charge most U.S. cus-
tomers in dollars. When the euro
rose last decade, manufacturers
charged higher dollar prices.

Unfortunately, the reverse might
not apply immediately. In recent
months, many European luxury
firms have kept prices stable in dol-
lar terms, pocketing the extra euros.

Retailers will complain if the euro

weakens further. But manufacturers
have a strong hand. Even big retail-
ers are often price takers when buy-
ing iconic European brands. That is
because the labels also sell in brand-

name boutiques, so retailers tend to
coordinate prices and even the tim-
ing of sales with manufacturers.
Even when Saks cut prices during

the crisis, it had to tread carefully.
A weak euro could even work

against luxury retailers. When the
euro was strong, European shoppers
flocked to New York, where Saks, for
example, generates a large portion
of its revenue. A weaker euro could
hit such spending.

Saks has cut costs, but further
measures will be tough. Some em-
ployee-benefit cuts may actually
need to be reversed soon. That
means investors should take a close
look at Saks’s revenue prospects.
Sales growth has turned positive at
locations open at least a year, partly
because of deeply depressed com-
parisons. Those will become more
challenging in coming months.

The bigger question is whether
Saks can lure back customers who
turned frugal in the crisis. Steven
Dennis of SageBerry Consulting says
price increases largely drove same-
store sales at luxury retailers during
the boom. While that could work
again with ultrarich customers, Saks
needs a wider spectrum of shoppers.

At 42 times consensus earnings
for the year through January 2012,
the share price also reflects takeover
hopes. Billionaire Carlos Slim and
Tod’s SpA investor Diego Della Valle
both own big chunks of the com-
pany. But if they decide to shed
some shares, Saks could go out of
style in a hurry.

—John Jannarone

Source: IHS Global Insight A traffic jam in Guangzhou, China

Dragon wheels
Annual light-vehicle sales forecast,
in millions of vehicles
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Luxury manufacturers in
Europe have kept prices
stable in dollar terms and
pocketed the extra euros.
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Rare blessing of the black economy

Three weeks after the launch
of a €750 billion ($921.15 billion)
emergency package to bolster the
euro zone’s debt-stricken
economies, there is little sign of a
turning of the tide.

Policy makers struggle with
dire official figures on the state of
Greece, Spain, Portugal and Italy.
But it may be the unofficial, or
underground, economy in these
countries which may provide a
cushion against social
convulsion—and hope of salvation.

Certainly there is little in
official circles to give cause for
comfort. President Nicolas
Sarkozy of France is proposing
new financial governance
machinery to prevent future debt
crises. But his own country’s
triple-A credit status looks to be
next in the crosshairs of the
rating firms.

Doubts persist over whether
the German Constitutional Court
will back the arguments deployed
by Chancellor Angela Merkel to
justify her government’s
participation in the rescue
package.

In Spain, there are fresh
doubts over labor reforms
demanded by the International
Monetary Fund, the country’s own
central bank and others. The
country’s embattled socialist
government under Prime Minister
José Luis Rodriguez Zapatero has
had to extend a deadline on
agreeing the reforms. An opinion
poll shows most Spaniards now
want early elections in which the
conservative opposition would be
likely to emerge a clear winner.
And as if these problems weren’t
enough, the two largest trade
unions are calling a general strike.

Euro-zone countries such as
Spain, Portugal, Italy and now
France have almost fallen over
themselves in their anxiety to
announce austerity packages
before apprehensive bond
investors leave them no
alternative. But the very austerity

programs intended to cauterize
the rise in debt are as likely to
make it worse, as domestic
spending is depressed, tax
revenue falls and more citizens
become dependent on state
welfare.

After Greece, the next economy
in the single-currency area likely
to fall victim to this austerity
Catch-22 is Spain. Its budget
deficit at 11.2% of gross domestic

product is the highest after
Greece. Friday, rating agency Fitch
& Co downgraded its country debt
rating from triple-A to double-A-
plus. In its explanatory note, Fitch
argued that “the process of
adjustment to a lower level of
private-sector and external
indebtedness will materially
reduce the rate of growth of the
Spanish economy over the
medium term.”

A slower growth rate—and
with the economy growing at just
0.1% in the first quarter, a relapse
into recession is a risk—would be
lethal for Spain. One of the factors
influencing the latest rating
downgrade is the country’s
extremely high unemployment

rate of 20.5%. Out of the 4.6
million unemployed, 3.2 million
receive some form of federal
benefit. All told, payments
relating to unemployment totalled
€40 billion last year, equivalent to
3.9% of GDP or 10% of the budget
deficit.

Moreover, this 4.6 million total
is before the latest package of
spending cuts forced through the
Cortes. The clear and present
danger is that further austerity
will enlarge rather than shrink the
deficit: a perverse and deadly
spiral that could entrap the
economy in low growth for years.

Arguably the bigger question is
how economies with such high
rates of unemployment can avoid
deep social unrest. Considering
that unemployment in Spain was
running at more than 10% two
years ago and that it has never
fallen below 8% in recent history,
the wonder is that there has been
so little labor protest to date.

One key reason, necessarily
absent from the official statistics,
is the size of the informal or
twilight economy. Official figures
show unemployment to be
upwards of 10% in Greece, 8.8% in
Italy and 10.1% in Portugal.
Common to these economies is a
large tourist and leisure services
industry. Spain has long been the
world’s second-biggest tourist
destination, catering for almost
60 million foreign visitors
annually. Prior to the crisis,
tourism contributed more than

11% of Spain’s GDP and
represented more than two
million jobs.

In this sector, many day-to-day
transactions, for ease,
convenience and speed, are
typically undertaken in cash. But
the preference for cash settlement
spreads wider. U.K. citizens with
property in Spain speak of almost
all household
requirements—plumbing, wiring,
decorating, repairs and
maintenance—being undertaken
for cash. “You would get a very
odd look”, says one semi-retired
British subject with property in
southern Spain, “if you offered a
check. Almost all our household
needs are settled in cash.”

By its very nature the
underground or invisible economy
is impossible to measure with
precision. But across southern
European countries, the settling of
bills for goods and services tends
to be a cash transaction,
sustaining livelihoods in tourism
and the service economy that
don’t show up in the official
statistics.

A 2002 study by Prof. Friedrich
Schneider, of the Johannes Kepler
University of Linz, estimated that
the informal economy in
developing countries was
equivalent to 41% of their official
GDP. The share of the informal
economy was lower in OECD
countries, but still far from
negligible at 18%.

His study also found that the
more expensive and complicated
are taxes and regulations, the
bigger is the informal economy as
a share of GDP. That explains why,
among rich countries, Spain,
Greece, Italy and Belgium have
some of the largest gray
economies and why America,
Canada and Switzerland have
much smaller ones.

This may also provide the best
hope for Spain and others to
avoid a vicious social explosion.
But it will also provide further
impetus for those who see labor
market deregulation as the long-
overdue way out of despair.
—Bill Jamieson is Executive Editor

of The Scotsman

Spanish Prime Minister José Luis Rodriguez Zapatero in Madrid last week.
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has been so little labor
protest to date in Spain,
despite high unemployment.
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Autos

n Honda Motor said it has of-
fered striking workers who have
paralyzed its car-production lines
in China a 24% increase in pay
and benefits, a significant conces-
sion that highlights the new chal-
lenge from organized labor facing
foreign investors on the world’s
factory floors.

n Fuji Heavy Industries, the
maker of Subaru-brand cars, may
offer vehicles in emerging markets
through its Toyota partnership.

i i i

Aviation

n British Airways could face fur-
ther industrial action this summer
as Unite, the union that repre-
sents cabin crew warned of more
strikes unless a long-running dis-
pute over changes in working
practices is resolved.

n Shell Petroleum Development
Co. in Nigeria and Caverton Heli-
copters have signed a $630 mil-
lion aviation logistics contract, a
senior Shell official said.

i i i

Construction

n Strabag said its first-quarter
2010 net loss narrowed slightly to
€117.8 million ($144.5 million)
from €129.3 million in the year-
earlier period, as cost cuts, mainly
due to lower raw material prices,
more than offset lower output and
sales. The construction company,
among Europe’s five largest, reit-
erated it expects earnings margins
and construction output to remain
stable against 2009.

i i i

Energy

n BP, began its third attempt to
contain oil from its leaking well in
the Gulf of Mexico, but the risky
operation could make the spill
worse in the short term. The lat-
est procedure involves slicing off
the leaking pipe at the top of the
well’s broken blow-out preventer,
placing a cap over the leak and
channeling the captured oil and
gas to a vessel on the surface.

n GDF Suez said it has won a $1.7
billion contract to build two
power stations in Oman. The
French utility, which bid for the
contract as part of a consortium
including Siemens and GS Engi-
neering & Construction, will own
a 46% stake in the project.

n Xinjiang Goldwind Science &
Technology, a Chinese wind-tur-
bine maker, is seeking to raise up
to $1.2 billion from an initial pub-
lic offering in Hong Kong, in one
of Hong Kong’s biggest listings so
far this year.

n A global scramble for oil-stor-
age facilities is boosting the prof-
itability and share prices of both
storage operators and the compa-
nies that build new capacity.

i i i

Financial services

n UBS said a parliamentary re-
port sharply criticizing the Swiss
government’s handling of the fi-
nancial crisis isn’t likely to sway
lawmakers, who are set to vote on
a U.S. settlement to hand over ac-
count details on 4,450 wealthy cli-
ents of the Swiss bank suspected
of using hidden Swiss offshore ac-

counts to avoid taxes.

n Rothschild’s head of invest-
ment banking for Germany, Martin
Reitz, said European debt worries
have muted investment bankers’
prospects for big capital-markets
and merger deals so far this year,
but will ultimately provide a basis
for consolidation in Europe and
around the world. Cross-border
merger and acquisition deals
should also pick up as developing
economies gain a more important
role in the global economy.

n Raiffeisen International Bank
anticipates the volume of non-per-
forming loans to start dwindling
from the end of this year, but also
said it won’t be able to repeat the
net profit of the first quarter in
the remaining three quarters of
2010. Raiffeisen International said
it expects a full-year net profit of
€300 million ($368 million). It re-
ported a first-quarter net profit of
€100 million Sunday.

n Industrial Commercial Bank of

China, the country’s largest bank
by assets, plans to open more
branches in the Middle East and
would consider acquisitions there
to capitalize on China’s booming
investment in the region.

n Mitsui & Co. said it expects to
shoulder part of the costs stem-
ming from the massive oil spill in
the Gulf of Mexico. The Japanese
trading company’s unit Mitsui Oil
Exploration has a 10% stake in the
offshore oil block from which the
oil is leaking.

n ING Investment Management’s
Middle East Chief Executive Farah
Foustok said Europe’s ongoing
debt crisis doesn’t pose an immi-
nent risk for Mideast investors
who are unlikely to change their
asset allocations to the region.

i i i

Healthcare

n Healthscope said it has re-
ceived two new bids valuing the
company at 1.84 billion Australian

dollars ($1.56 billion), as the bat-
tle for the Australian hospitals
group intensifies. U.S. private-eq-
uity heavyweight Kohlberg Kravis
Roberts is named as one of the
bidders.

n Fortis Healthcare said it isn’t
looking to sell its stake in Park-
way Holdings following Malaysian
sovereign wealth fund Khazanah’s
bid to take control of Singapore’s
biggest hospital chain.

i i i

Manufacturing

n BASF’s supervisory board
named Chief Financial Officer Kurt
Bock as the successor to CEO Jür-
gen Hambrecht, who is retiring
from the German chemical com-
pany in 2011, putting an end to
speculation about his replace-
ment.

i i i

Media

n Reliance ADA Group is in ad-

vanced talks with CBS of the U.S.
to form a joint venture that would
launch English and Hindi televi-
sion channels in India. The poten-
tial tie-up is the latest example of
how U.S. media companies are ag-
gressively targeting India’s rapidly
growing television market.

n Publicis’ Chief Executive Officer
Maurice Lévy said that he expects
the U.S and European advertising
markets to bounce back in the
coming months as consumer con-
fidence improves and demand for
digital adverts boom. The French
company could finish 2010 with
3% organic revenue growth on the
year if the current improvement
in advertising markets continues.

i i i

Metals

n Gold Fields, one of the world’s
largest producers of the precious
metal, said former World Bank ex-
ecutive Mamphela Ramphele will
take over as chairwoman from
Alan Wright at the company’s an-
nual general meeting Nov. 2.

i i i

Retail

n J Sainsbury’s new chief execu-
tive of its finance division, David
Fisher, said the U.K. supermarket
retailer is on track for strong
profit growth this year and, unlike
the retail banking arm of rival
Tesco, has no plans to introduce
current accounts or mortgages to
its range of services.

i i i

Sport

n Adidas has hit back at criticism
that the World Cup ball is difficult
to control and a nightmare for
goalkeepers by saying it was
widely tested and approved long
ago. Brazil’s goalkeeper Júlio
César had described the World
Cup balls as “terrible,” comparing
them with cheap ones bought in a
supermarket, while Spain’s Iker
Casillas said the balls were “in an
appalling condition.”

i i i

Technology

n Hitachi said it will invest 1 tril-
lion yen ($10.9 billion), equivalent
to about 70% of its capital expen-
diture over the next three years,
on its “social innovation” busi-
nesses, which include its informa-
tion technology and infrastruc-
ture-related operations.

n Apple announced that iPad
sales have topped two million
units since its launch in early
April, boosted by Friday’s debut in
international markets.

n Hynix Semiconductor said it
plans to further increase its capi-
tal spending budget for this year
in a sign that chip-market condi-
tions are improving as consumers
and corporations begin to spend
on personal computers.

n Asustek Computer, the Taiwan-
ese company that pioneered the
netbook, joined the battle to take
on Apple’s iPad, introducing a tab-
let computer called the Eee Pad,
that will run on Microsoft’s Win-
dows 7 software.

BUSINESS WATCH

WSJ.com
To read more about these items,
and for all the latest breaking
news, go to WSJ.com/Business

General Electric CEO Jeffrey Immelt, speaking at a conference in Tokyo, urged Japan to invest in health-care information
technology systems and devices that make home treatment easier. He also said the country has an opportunity to be a
leader in creating smaller medical devices to enable treatment of chronic diseases in homes instead of hospitals.
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GE’s Immelt urges Japan to invest in health-care information-technology systems
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Pizza has a new king—from Japan
Akinari Pasquale Makishima credits his nation’s attention to detail for his recreation of the authentic pie

It’s official: The world’s best
maker of traditional Neapolitan
pizza goes by the name of Pasquale.
Akinari Pasquale Makishima, to be
precise.

The 33-year-old Japanese chef
beat out a Naples-based pizzaiolo to
win the top prize in an international
bake-off in the Italian city, orga-
nized in May by the Associazione
Verace Pizza Napoletana (Associa-
tion for Genuine Neapolitan Pizza).
Mr. Makishima’s achievement
marked the first time a Japanese
chef took the title, topping a field of
150 chefs in a Renzo Piano-designed
mall-cum-leisure center within
erupting distance of Mount Vesu-
vius, including representatives from
Italy, Spain and the U.S.

Despite some huffing and puffing
in the local press — “How Humiliat-
ing, The King of Pizza Is Japanese”,
moaned one site — it was still, argu-
ably, a very Italian win.

When it comes to Neapolitan

pizza, a dish where loyalty to tradi-
tion is absolute and entertaining
creative thoughts like “fusion” and
“deep pan” are blasphemous, the
only trace of Mr. Makishima’s Japa-
nese background is in his strenuous
attention to minute detail, a
strength to which he attributes his
recent victory and the rise of Nea-
politan cooking in Japan. Indeed,
the number of Japanese participat-
ing doubled to about 20 chefs in
this year’s competition, now in its
ninth year. It’s an attention to detail
in reproducing non-Japanese food
that’s echoed in the quality of res-
taurants on offer in Tokyo, helping
to make the city one of the world’s
top food destinations for both high-
and low-end grub.

“The Japanese are very good at
seriously studying every last detail,”
says Mr. Makishima. “I earnestly
copied absolutely every aspect of
how to make a traditional Neapoli-
tan pizza so that mine tasted like a
true Neapolitan pizza as much as
possible.” More than just relying on

the best ingredients available, Mr.
Makishima, who has been spinning
dough into pie for 10 years, said his
ability to copy the craft helped him
learn the proper way to break down
tomatoes and remove water from

mozzarella cheese, fine techniques
that if executed poorly can render
the finished product with a soppy
middle. Mr. Makishima worked at a
restaurant in Naples—where he ad-
opted the nickname Pasquale in
tribute to a mentor—prior to his
current gig as a chef at Cesari, an
Italian restaurant in the not particu-
larly Italianized city of Nagoya —
better known as the home of Toy-
ota.

Pizza is becoming a more famil-
iar staple in Japan, which, despite
matching Italy when it comes to
maintaining the authenticity of its
national cuisine, has increasingly
embraced foreign foods at the ex-
pense of such mainstays as rice. A
new-found taste for Western staples
such as toast and pizza drove Ja-
pan’s total grain imports up 71% in
five years to $7 billion in 2007.

Western companies are keen to
exploit the shift. Global private-eq-
uity firm Bain Capital said in Janu-
ary it would buy the master franchi-
see of Domino’s Pizza Inc. in Japan

and expand the U.S. chain beyond
Tokyo and Osaka.

The Japanese pizza-delivery seg-
ment has eked out an average 1.6%
sales growth in recent years, even
as the world’s second-largest econ-
omy flirted with recession and res-
taurant chains battled deflation.
Domino’s managed to raise its prices
in Japan in 2008 to help offset a
46% rise in cheese costs the previ-
ous year.

The franchise has protected its
pricing power partly because pizza
delivery is seen as an indulgence in
Japan, compared with the casual af-
fair of dialing up a late-night snack.
Pizza-delivery makers combine un-
usual toppings and careful presenta-
tion to attract the discerning Japa-
nese customer.

“When you buy a treat you are
not trying to save every yen,” said
David Gross-Loh, a managing direc-
tor at Bain in Tokyo during an inter-
view.

—Alison Tudor and Hiroko
Tabuchi contributed to this report.

BY YOREE KOH

Akinari Pasquale Makishima
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Europe

n Euro-zone banks will suffer
“considerable” loan losses this
year and next, which could
amount to an additional €195 bil-
lion ($239.26 billion) in write-
downs and could weigh on banks’
profitability, the European Central
Bank said.

n The ECB’s intervention in Eu-
ropean debt markets is exacerbat-
ing tensions with Germany’s
Bundesbank, where officials worry
that the bond buying program is
being used for a stealth bailout of
euro-zone banks.

n ECB President Jean-Claude
Trichet hit back at critics of the
bank’s new program to buy gov-
ernment bonds, and hailed the
“remarkable” stability of the euro
in testing circumstances.

n The world’s developed econo-
mies grew for the third straight
quarter in the three months to
March, although at a slower rate
than in the previous period, ac-
cording to the OECD. Economic
output in the OECD’s 31 members
was 0.7% higher than in the three
months to the end of December,
and 2.5% higher than in the first
quarter of 2009.

n German President Horst Köhler
threw his country into political
confusion by resigning unexpect-
edly, saying criticism of his views
on German military deployments
abroad had shown a lack of re-
spect for his office.

n The Spanish government has
decided to give unions and em-
ployers a “few more days” to
reach an agreement on labor-mar-
ket overhaul before imposing its
own changes.

n In the euro zone, the annual
rate of inflation in the 16 coun-
tries that use the euro rose to
1.6%, while remaining well below
the ECB’s target. Euro-zone con-
sumer and business confidence
fell, but confidence among manu-
facturers continued to improve.

n World trade volumes surged in
March, driven by a big rise in im-
ports to and exports from the
euro zone. Trade volumes rose
3.5% from February, having risen
1.7% in that month.

n Turkey’s Prime Minister Recep
Tayyip Erdogan and its military
chief cut short trips abroad in re-
sponse to the deaths of Gaza ac-
tivists at the hands of Israeli com-
mandos, while Ankara canceled
joint military exercises with Israel,
recalled its ambassador and de-
manded an emergency session of
the U.N. Security Council.

n The Swiss government ac-
knowledged parliamentary criti-
cism of its handling of the finan-
cial crisis, which ultimately led
UBS to seek state aid as losses
mushroomed, but said remedial
measures have been put in place.

n In the U.K., the newly ap-
pointed chief secretary of the
Treasury, Danny Alexander, said
he hadn’t avoided paying capital-
gains tax on the sale of a London
property in 2007.

n France has to carry out its
planned spending cuts and reduce
its deficit in order to keep its AAA
credit rating, Budget Minister
Francois Baroin told French TV.

n In the U.K, Unite, the union that
represents cabin crew at British
Airways, warned of further strikes
this summer unless a long-run-
ning dispute over changes in
working practices is resolved.

n In Romania, tens of thousands
of public workers went on strike
to protest the government’s deci-
sion to slash wages by one fourth
to reduce the budget deficit to
some 6.8% of GDP.

n Georgian President Mikheil
Saakashvili’s ruling party was
headed for convincing victory in
municipal elections, according to
exit polls, but international ob-
servers said the vote was marked
by “significant shortcomings.”

n Kurdish rebels launched a
rocket attack on a military vehicle
near naval base in southern Tur-
key, killing six soldiers and
wounding seven, the military said.

n Czech President Vaclav Klaus
said a center-right coalition of
three parties that gained the most
votes in a parliamentary election
seems to be the only possible op-
tion for a new government.

n Pope Benedict XVI appointed
nine prelates, including the arch-
bishops of Boston and New York,
to investigate child abuse in Ire-
land’s Catholic institutions. The
Vatican said the pope had ac-

cepted the resignation of an Irish-
born archbishop who had faced
accusations that he carried on a
long relationship with a woman
that began when she was 14.

n Russia handed over to Poland
copies of cockpit conversation re-
corders and other materials re-
lated to the investigation into the
plane crash that killed Polish Pres-
ident Lech Kaczynski, his wife and
94 others.

n Slovakia’s president has signed
into law legislation that will allow
authorities to strip citizenship
from Slovaks who become Hun-
garian citizens.

n In Germany, a new round of cli-
mate negotiations kicked off in
Bonn, with squabbling over money
and procedural questions that
could threaten progress at the
two-week U.N. conference.
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U.S.

n Two senior Fed officials,
Charles Plosser and Charles Ev-
ans, were upbeat about the U.S.
economic recovery, saying the Eu-
ropean debt crisis hasn’t had a big
impact so far.

n A U.S. government agency and
the European Union’s competition
watchdog are monitoring the
world’s top container shipping

lines to see if they have been col-
luding to fix prices.

n The Obama administration
said that a six-month ban on drill-
ing exploratory oil and gas wells
in the deep waters of the Gulf of
Mexico applies in a broad sense,
including a moratorium on adding
to deep-water exploratory wells
that have already been drilled.

i i i

Americas

n Colombia’s former defense
minister, Juan Manuel Santos, has
a commanding lead in the coun-
try’s presidential race, but he will
have to face off in a second elec-
toral round against the former
mayor of Bogota next month.

n In Central America, the death
toll from landslides and flooding
triggered by the year’s first tropi-
cal storm surged to at least 99.

i i i

Asia

n South Korea’s government is
reviewing its long-term defense
policy in ways that could signifi-
cantly impact the Washington-
Seoul military alliance in the wake
of North Korea’s alleged sinking of
a South Korean naval vessel.

n Japanese industrial output
rose a much slower-than-expected

1.3% last month as sharp seasonal
falls in demand for flat-screen
televisions and computers made
manufacturers cautious about ag-
gressively expanding production.

n India’s economy bounced back
in the quarter through March, ex-
panding 8.6% on the year-earlier
period, as a surge in industrial ac-
tivity and strong services growth
helped it regain its scorching pre-
crisis pace of growth.
n India aims to set up a $11 bil-
lion fund to finance infrastructure
projects, underscoring the coun-
try’s efforts to secure ample in-
vestments to mend shabby roads
and unclog ports.

n Japan and China agreed to
soon launch formal negotiations
toward a treaty over natural gas
field development in the East
China Sea, which has been the
source of a long-running territo-
rial dispute between Asia’s two
biggest economies.

n Pakistan lifted a ban on Face-
book after officials from the social
networking site apologized for a
page deemed offensive to Muslims
and removed its contents.

n Turkmenistan has started work
on a new gas pipeline, dubbed
East-West, which will connect the
hydrocarbon-rich Central Asian
country with western markets and
decrease its reliance on Russia’s
delivery network.

n The U.K.’s Ministry of Defense
said that a marine has been killed
in an explosion in Afghanistan’s
Helmand province.

i i i

Middle East

n Israeli commandos boarded a
flotilla carrying aid and activists
to the blockaded Gaza Strip, with
Israel’s military saying at least
nine activists died in a skirmish
aboard one vessel during the op-
eration. The incident triggered
world condemnation, and plunged
Benjamin Netanyahu into his
worst diplomatic crisis since tak-
ing power early last year.

n An Iranian reformist website
says the country’s opposition has
formally asked authorities for per-
mission to hold a rally on the an-
niversary of the disputed June 12
presidential election.

n The Iranian ambassador in
Baghdad said the recent release of
two Iranians from Iraqi custody is
not an indication of any impeding
deal to free three Americans held
by Tehran on spying charges.

i i i

Africa

n South African security working
with foreign counterparts haven’t
detected any plots targeting the
World Cup, a police minister offi-
cial said, in the wake of reports
that al Qaeda and other groups
might try to stage an attack.

n Africa has the potential for ex-
ponential economic growth and
must have a louder voice in world
politics, French President Nicolas
Sarkozy said, opening a summit
with 38 African leaders.

WORLD WATCH

WSJ.com
To read more about these items,
and for all the latest breaking
news, go to WSJ.com/World

Russian policemen detain an opposition party supporter during a protest rally in Moscow.
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Germans, ECB spar over bond plan
Bundesbank sees European central bank’s purchases of Greek bonds as stealth bailout for lenders holding the debt

BERLIN—The European Central
Bank’s intervention in European
debt markets is exacerbating ten-
sions with Germany’s Bundesbank,
where officials worry that the bond-
buying program is being used for a
stealth bailout of euro-zone banks
holding Greek debt, according to
people familiar with the matter.

Senior Bundesbank officials have
questioned the ECB’s rationale for
intervening in the Greek bond mar-
ket instead of focusing its support
on other vulnerable countries, such
as Portugal and Spain, that unlike
Greece still depend on debt markets
to fund their budgets, according to
the people.

Greece received a financial res-
cue from other European countries
and the International Monetary
Fund of up to €110 billion ($135 bil-
lion) last month, ending its reliance
on capital markets for funding until
at least 2012.

Since the European Central Bank
began purchasing government
bonds three weeks ago, it has spent
about €25 billion on Greek debt, ac-
cording to a senior Bundesbank offi-
cial.

An ECB spokeswoman declined
to comment. The ECB said Monday
that a total of about €35 billion in
euro-zone bond purchases settled
through Friday. It doesn’t provide a
country breakdown, but market par-
ticipants said the ECB also has pur-
chased bonds issued by Portugal,
Spain, Italy and Ireland.

ECB President Jean-Claude
Trichet insists the central bank isn’t
financing deficits in Athens or any-
where else, but rather making dys-
functional segments of the markets
work more smoothly. In a speech
Monday, Mr. Trichet said lower
bond prices “imply valuation losses”
on bank balance sheets, which in

turn “may mean that they can sup-
ply fewer loans to the economy.”

Lending figures from the ECB
Monday showed that despite access
to cheap ECB credit, commercial-
bank lending to the private sector
rose just 0.1% in April from one year
ago, and loans to nonfinancial busi-
nesses continue to slide.

The ECB’s bond purchases come
amid concern over the integrity of
European bank balance sheets. Risk
indicators on European banks have
risen in recent weeks as investors
worry about the exposure the banks
have to some euro-zone countries
with heavy debt.

ECB critics within the Bundes-
bank said the price of Greek bonds
is now largely irrelevant to Athens,
making the main beneficiaries of the
bond purchases the banks that hold

much of Greece’s roughly €300 bil-
lion in outstanding debt. The
Bundesbank’s concerns were first
reported by Germany’s Der Spiegel
magazine over the weekend.

Selling the Greek debt likely
would be an attractive option to
banks eager to avoid a debt restruc-
turing that would force them to
book losses. French banks are the
largest holders of Greek debt, ac-
cording to Bank for International
Settlement estimates, followed by
German lenders.

Some investors and economists
believe that—despite the efforts of
the EU, IMF and ECB—Greece even-
tually will have to restructure its
debt, as a stagnant economy made
worse by austerity measures is un-
able to generate the revenue needed
to finance Athens’s outstanding ob-

ligations.
The Bundesbank criticism signals

a rift between the ECB and the con-
servative German central bank on
which the ECB was modeled.

Bundesbank President Axel We-
ber attacked the bond-purchase plan
within hours of its announcement
on May 10, telling a German news-
paper that he viewed the move
“critically” and that it carried “sub-
stantial stability risks.” He isn’t
backing down.

But Mr. Trichet hit back at the
ECB’s critics, saying that its pro-
gram to buy government bonds in
the market doesn’t represent any
weakening of its policy or indepen-
dence.

“In simple words: We are not
printing money,” Mr. Trichet told a
conference hosted by the Austrian

National Bank.
The ECB bought more than €26

billion of bonds, mainly from highly
indebted countries such as Greece
and Portugal, in the first two weeks
of the program, which was an-
nounced May 10.

That amount has since increased,
and the ECB said Monday that it
will seek to absorb the €35 billion it
has added to the system through
those purchases of sovereign debt.
It said it will conduct a tender on
Tuesday to collect one-week, fixed-
term deposits and another one next
week.

“We haven’t gone beyond our
goal of re-establishing a more cor-
rect transmission mechanism of our
monetary policy,” said Mr. Trichet.
He reminded the audience the bank
is using other operations to take out
all the money it puts into the mar-
ket by buying bonds from banks.

While Mr. Trichet launched his
detailed defense of the program
Monday, Mr. Weber repeated in a
speech at one of the Bundesbank’s
branches that he still sees the pro-
gram “in a critical way.”

Jürgen Stark, another prominent
German central banker who sits on
the ECB’s executive committee, has
echoed those concerns.

Others on the ECB have struck
back at Germany’s response to the
crisis. In remarks Friday that pri-
vate-sector economists said were
clearly aimed at Germany, ECB
member Lorenzo Bini Smaghi said
that “one large euro-area country”
thought public support for action
could only be gained by “dramatiz-
ing the situation” and using rhetoric
about the future of the euro being
at risk or about possible expulsion
from the euro zone, rhetoric that he
said “could only increase” the cost
of the rescue.

—Geoffrey T. Smith
and Roman Kessler

contributed to this article.

BY DAVID CRAWFORD
AND BRIAN BLACKSTONE

Bundesbank President Axel Weber (left) has criticized the bond-buying plan, while Jean-Claude Trichet defends it.
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Banks still stressed despite central bank’s moves
tate markets, especially in Spain,
and with growth prospects anemic,
the pressure on outstanding bank
loans isn’t expected to diminish any-
time soon.

The actions taken so far, while
large in scale, “may not be enough,”
said Philippe Morel, a senior partner
at Boston Consulting Group in Paris.
“What’s at risk is the banking sys-
tem and the ability of banks to pro-
vide financing to the economy.”

Like the financial crisis two years
ago that was sparked by the unrav-
eling of the U.S. subprime-mortgage
industry, Europe’s banking problems
originated in a tiny patch of the glo-
bal economy: Greece.

But the problems run deeper
than the highly publicized fiscal
woes facing Greece, prompting simi-
lar concerns about Portugal, Ireland
and Spain.

Credit-ratings firms have reduced
these countries’ ratings and have
warned about possible future down-
grades, with Fitch reducing Spain’s
triple-A rating by one notch on Fri-
day.

All told, more than €2 trillion of
public and private debt from Greece,
Spain and Portugal is sitting on the
balance sheets of financial institu-

Continued from first page tions outside the three countries,
according to a Royal Bank of Scot-
land report last week. Investors,
bankers and government officials
are worried that as that debt loses
value, banks across Europe could be
saddled with losses.

“Make no mistake: This is big,”
said Jacques Cailloux, RBS’s chief
European economist and the re-
port’s author. “We’re talking about
systemic risk [and] the potential for
contagion.”

The U.S. and U.K. moved aggres-
sively in 2008 and 2009 to replenish
their banks’ capital buffers, some-
times with taxpayer funds.

Most of Europe didn’t follow suit,
because their banking systems were
largely spared the carnage of their
Anglo-American counterparts.

But as a result, most European
banks today have thinner capital
cushions and heavier debt loads
than their U.S. and U.K. rivals, leav-
ing them vulnerable to an economic
slowdown.

“Some European banks have less
capital and more leverage than their
U.S. counterparts and…the crisis in
Europe seems to have lagged behind
that in the U.S. in both the writing
off of losses and in the speed of
raising more capital,” said Angel

Gurria, secretary-general of the Or-
ganization for Economic Coopera-
tion and Development, in a speech
in May.

OECD figures show that a selec-
tion of major U.S. banks are operat-
ing with leverage ratios—the ratio
of assets to common equity—of be-
tween 12 and 17. By comparison, the
same ratio for a group of major Eu-
ropean banks ranged from 21 to 49,
according to the OECD.

European policy makers have
been trying to address that dispar-
ity by working on a global overhaul
of banking regulations, to be en-
acted in 2012, that would require
banks to hold more capital and li-
quidity.

“But the regulatory fixes aren’t
going to solve the problem right
now,” said Michael Ben-Gad, an eco-
nomics professor at City University
London.

European governments and cen-
tral bankers had hoped that bailing
out Greece and launching a liquidity
program would relieve immediate
pressure on other governments and
the banking sector. But that hasn’t
happened, and new pressures could
arise soon.

The ECB last summer doled out
€442 billion in one-year loans to eu-

ro-zone banks. Those loans come
due June 30, potentially causing
banks to scramble for a fresh source
of cash this month.

European officials face calls from
the banking industry, the invest-
ment community, and foreign gov-
ernment leaders, including U.S.
Treasury Secretary Timothy Geith-
ner, to redouble efforts to stabilize
the banking system through new in-
itiatives.

RBS’s Mr. Cailloux argued that
the ECB should expand its recently
launched program to buy govern-
ment bonds and should broaden the
effort to include private-sector debt
as well.

That could ease concerns that
banks will suffer heavy losses, po-
tentially blowing holes in their bal-
ance sheets, on their portfolios of
sovereign and corporate bonds tied
to some European economies. But
such a move also could expose the
central bank to potential losses.

Citigroup Inc. last week circu-
lated a paper calling on the ECB to
launch a sort of insurance program
to allow holders of government
bonds—a group largely consisting of
European banks—to sell the securi-
ties to the ECB in case of default.
“Time is now of the essence and the

authorities should continue to be
bold and innovative in working to
accelerate the impact of the avail-
able lines of support,” Nazareth Fes-
tekjian, a Citigroup managing direc-
tor, wrote in the paper.

The ECB had no comment on
calls to increase the size of the
bond-buying program or on the Citi-
group recommendations.

Others want local European bank
regulators to play a more proactive
role monitoring their banks’ expo-
sures to troubled countries.

In the U.K., the Financial Services
Authority has been conducting re-
peated stress tests of major British
banks’ exposures to southern Eu-
rope. Similarly intense efforts don’t
appear to be under way elsewhere
in Europe, said Pat Newberry, chair-
man of the U.K. financial-services
regulatory practice at Pricewater-
houseCoopers LLP.

Mr. Newberry said conducting
such tests would help European gov-
ernments and banks get a better
handle on their individual and col-
lective vulnerabilities and to under-
stand “how a series of unfortunate
events can aggregate to turn a prob-
lem into a catastrophe.”

—Brian Blackstone
contributed to this article.
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Search for a new poetics yields this:
‘Kitty goes postal/wants a pizza’
Google-inspired verse gains respect and even rivals in ‘conceptual poetry’; Shakespeare meets anagram generator

Oooh yeah baby gonna shake &
bake then take

AWWWWWL your monee,
honee (tee hee)

If those lines sound like utter
nonsense, it’s because they are.
They belong to the world’s first
“flarf” poem. Penned a decade ago
as a lark, it has spurred an experi-
mental poetry movement
that’s become surprisingly
popular.

“We wanted to use lan-
guage that people don’t
usually use in poetry, so
we grabbed it off the
web,” says poet Gary Sul-
livan, who wrote the poem
from which those lines are
taken.

Flarf is a creature of
the electronic age. The
flarf method typically in-
volves using word combinations
turned up in Google searches, and
poems are often shared via email.
When one poet penned a piece af-
ter Googling “peace” + “kitty,” an-
other responded with a poem after
searching “pizza” + “kitty.” A 2006
reading of it has been viewed
more than 6,700 times on You-
Tube. It starts like this: “Kitty
goes Postal/Wants Pizza...”

“Flarf is a hip, digital reaction
to the kind of boring, genteel po-
etry” popular with everyday read-
ers, says Marjorie Perloff, a poetry
critic and professor emeritus of
English at Stanford University.
“You used to find it only in alter-
native spaces, but it has now
moved into the art mainstream.”

Flarf verse has appeared in
America’s pre-eminent poetry
magazine, Poetry. Some 15 flarf
books have been published, and
there’s a 400-page anthology com-
ing out later this year. The Walker
Art Center in Minneapolis and the
Whitney Museum in New York
have held flarf readings. Two Man-
hattan theaters have showcased
flarf poets.

In a sign that further estab-
lishes flarf’s literary cred, practi-
tioners of a rival poetry movement
called “conceptual poetry” are
now taking on the flarfists, hoping
to establish their approach as the
true avant garde challenger to
mainstream verse.

At a faceoff between the two
groups this spring at Denver’s Mu-
seum of Contemporary Art, Los
Angeles lawyer Vanessa Place read
from her work, “Why Conceptual
Writing Is Better Than Flarf.” That
later provoked a response from
flarfist Drew Gardner, who penned
a poem called, “Why Flarf Is Bet-
ter Than Conceptualism.”

Experimental verse is nothing
new. After World War I, the Dada
movement inspired “found po-
etry,” whereby phrases taken from

existing texts were refashioned
into poems. In the 1970s, “lan-
guage poetry” was founded on the
idea that language should dictate
meaning instead of the other way
around.

But while painting and even
music have seen dramatic post-
modern upheavals, much of poetry
printed in popular magazines can
be mainstream: non-alienating, of-

ten easy to parse and re-
spectful of meter and
even rhyme. A small
group of poets hopes to
change that.

Flarf started as a joke.
In 2001, Mr. Sullivan set
out to pen the worst
poem he could write. His
creation, “Mm-hmm,”
took just took 10 minutes
to concoct. One line runs,
“pocka-mocka-chocka-
locka-DING DONG.”

But after Mr. Sullivan sent his
poem to an online community of
fellow poets, they decided to
outdo him, penning their own rub-
bish verse. They plugged random
phrases into Google and emailed
the “poetic” results to their col-
leagues. That group, in turn,
Googled the new lines of poetry,
and massaged the results into
verse—a poetic pyramid scheme.

The joke took off. The poets be-
gan to discover that random
Google searches often threw out
odd juxtapositions and intriguing
collages that revealed—at least to
them—new poetic possibilities.
The poems were so bad, they were
good. A terrible beauty was born.

“I found the word flarf online
on a police blotter where some
stoner had described marijuana as
flarfy,” says Mr. Sullivan, who ap-
propriated the term for the new
poetic style. As his day job, he ed-
its a magazine published by the
National Multiple Sclerosis Society
in New York.

Soon, 30 poets were flarfing on
a poets-only email list, and con-
tributors eventually joined in from
Finland, the Netherlands and Ice-
land. Their poems—“A Copy of the
Koran Written in Root Beer,” and
“Why Do I Hate Flarf So
Much”—were subversive and rude.

After a handful of such works
got a good response at public
readings, more poets turned to
Google searches, often trying
weird word combinations, such as
“anarchy + tuna melt.”

Then things turned more seri-
ous. After Sept. 11, 2001, Mr. Sulli-
van wrote several poems based on
Google searches for phrases such
as “the awful sadness.” He later
described this effort as a “re-
sponse to what was becoming a
kind of stifling national (ist)
mourning.”

Flarf had competition, though.
“Conceptual writing,” a movement
that also emerged a few years ago,
is based on the notion that the
concept behind a piece of writing
is more important than its literary
execution. Thus, poet Kenneth
Goldsmith created a work that was
a literal transcription of 24 hours
of weather reports in Baghdad.
Last year, he read part of that
work at the Whitney Museum.

BY GAUTAM NAIK

Excerpt ofExcerpt ofExcerpt ofExcerpt of “I Used to Believe”“I Used to Believe”“I Used to Believe”“I Used to Believe”
by Gary Sullivanby Gary Sullivanby Gary Sullivanby Gary Sullivan
I thought UPS trucks were driven by Oompa-I thought UPS trucks were driven by Oompa-I thought UPS trucks were driven by Oompa-I thought UPS trucks were driven by Oompa-
Loompas. I thought that birds switched onLoompas. I thought that birds switched onLoompas. I thought that birds switched onLoompas. I thought that birds switched on
the street lights as it became dark by peckingthe street lights as it became dark by peckingthe street lights as it became dark by peckingthe street lights as it became dark by pecking
the little knobs on the top of them.the little knobs on the top of them.the little knobs on the top of them.the little knobs on the top of them.
I used to believe that stethoscopes could hearI used to believe that stethoscopes could hearI used to believe that stethoscopes could hearI used to believe that stethoscopes could hear
your thoughts, if pressed to your head.your thoughts, if pressed to your head.your thoughts, if pressed to your head.your thoughts, if pressed to your head.
I used to believe that you wouldn’t die unlessI used to believe that you wouldn’t die unlessI used to believe that you wouldn’t die unlessI used to believe that you wouldn’t die unless
you got married. I thought that when marriedyou got married. I thought that when marriedyou got married. I thought that when marriedyou got married. I thought that when married
couples went on their honeymoon they werecouples went on their honeymoon they werecouples went on their honeymoon they werecouples went on their honeymoon they were
actually going to the moon.actually going to the moon.actually going to the moon.actually going to the moon.
I used to believe that your life was a dreamI used to believe that your life was a dreamI used to believe that your life was a dreamI used to believe that your life was a dream
and when you died you would wake up asand when you died you would wake up asand when you died you would wake up asand when you died you would wake up as
a baby and start your life again as the samea baby and start your life again as the samea baby and start your life again as the samea baby and start your life again as the same
person but different things would happen.person but different things would happen.person but different things would happen.person but different things would happen.
For example: If you were poor then when youFor example: If you were poor then when youFor example: If you were poor then when youFor example: If you were poor then when you
woke up you would be rich.woke up you would be rich.woke up you would be rich.woke up you would be rich.
I was convinced that your clothes would growI was convinced that your clothes would growI was convinced that your clothes would growI was convinced that your clothes would grow
right along with you.right along with you.right along with you.right along with you.
I thought that exactly halfway through yourI thought that exactly halfway through yourI thought that exactly halfway through yourI thought that exactly halfway through your
life you turned into the opposite sex.life you turned into the opposite sex.life you turned into the opposite sex.life you turned into the opposite sex.

In an article in Poetry maga-
zine last year, Mr. Goldsmith sug-
gested both movements were ef-
forts to adapt to the digital age.
“This new writing is not bound ex-
clusively between pages of a
book,” he wrote. “It continually
morphs from printed page to web
page, from gallery space to science
lab.”

Flarf has blossomed into an
anything-goes style no longer re-
stricted to Google searches—so
long as it is novel and edgy.
Flarfist K. Silem Mohammad, who
teaches writing at Southern Ore-
gon University, is rewriting Shake-
speare’s 154 sonnets, while retain-
ing their meter and rhyme.

He first takes an individual line
from a sonnet and runs it through
an online “anagram generator.” He
uses the resulting words to pen a
new sonnet. His poem contains ex-
actly the same letters, in the same
distribution, as the original.

Mr. Mohammad has so far writ-
ten 68 such poems. His flarfy ver-
sion of Sonnet 13, “O! That you
were your self; but love you are,”
starts like this:

Wise fools who rub the curly
heads of state,

Sweet Monsters who sell honor
out for fun:

Now by my learned counsel be
set straight,

And board a flying saucer for
the sun.

Here’s a passage from a poem based on Gary Sullivan’s Googling of the phrase
‘I used to believe.’ He then massaged the results into verse.

Gary Sullivan .

WSJ.com
ONLINE TODAY: Read some flarf
verse at WSJ.com/Lifestyle

Flarf started as a joke, but
poets started trying to
outdo one another’s rubbish
verse and it stuck.
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It’s difficult to look beyond
Argentina when predicting the
World Cup Group B winner,
even though Diego Maradona’s
team proved inconsistent and
finished only fourth in South
America during the qualifying
campaign.

Such is the quality of player
at Mr. Maradona’s disposal, in-
cluding current FIFA World
Player of the Year, Lionel Messi,
that none of the other teams in
the pool is worth backing in the
win market.

Still, Extrabet’s 8/15 for Ar-
gentina to top a pool that also
contains Nigeria, South Korea
and Greece is a short price con-
sidering its disappointing quali-
fying record, and there’s little
value in wagering on the team
to qualify, either—Boylesports
best-price 2/13 still looks pro-
hibitive.

But with Argentina most
likely to finish first, value can
be found in betting on one of
the other teams in the group to
finish second: The runner-up
position also results in qualifica-
tion for the round of 16, but
odds are longer than in the
straight “to qualify” market.

Of the competitors, South
Korea has the most World Cup
experience— this is the coun-
try’s seventh successive appear-
ance—and looks better value at
Bodog’s 4/1 than does the 15/8
for Nigeria, which last reached
the second round in 1998.

Meanwhile, Greece, at 23/10
with Paddy Power, lost all three
games in the U.S. in 1994, the
only other occasion on which
the country has reached the
World Cup finals.

Tip of the day

19

Source: ITTF

Argentina’s Lionel Messi
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Pyongyang’s other secret outfit
As with all things North Korean, the official World Cup jersey is shrouded in state secrecy

Richard Smith wants to start
selling the official football jersey of
the world’s most secretive totalitar-
ian regime before the World Cup
tournament begins June 11.

He isn’t optimistic.
Hawking the football jerseys of

all 32 World Cup teams competing
in South Africa this year is a point
of pride for Mr. Smith, the manag-
ing director of Subside Sports Ltd.,
an apparel seller in Exeter, England.

To do that, he and his fellow
sports merchandisers must find
North Korea’s football shirt. They’ve
initiated the equivalent of a world-
wide Easter egg hunt, talking to ap-
parel makers from Mexico to China.

Mr. Smith says he would order
1,000 North Korean jerseys if some-
one would just let him. “Our market
is collectors,” he says. “They will
want the shirt no one else has.”

Handicappers view the North Ko-
rean football team as a long shot in
this year’s Cup. The secretive Demo-
cratic People’s Republic of Korea
mostly boasts players from its
walled-off home league, which foot-
ball fans know little about.

With an opening match against
Brazil on June 15, the country makes
its first Cup appearance since 1966.
While the North Koreans have made
pre-Cup appearances this year, they
have yet to show off the shirt they
will wear in South Africa. Such elu-
siveness is an anomaly in the gear-
fanatical global football culture that
feeds the merchandising frenzy sur-
rounding the Cup every four years.

Adidas AG and Nike Inc. make
many national teams’ jerseys. But
the job of clothing teams from more
obscure nations sometimes falls to
smaller companies. The Chinese
Hongxing Erke Group had dressed
North Korean athletes in recent
years, but it isn’t equipping them

for this Cup.
Some vendors guessed Mexico’s

Pirma would assume the job after it
hastily provided the North Koreans
with replacement jerseys when the
team’s luggage failed to arrive in
Mexico City for a March 17 exhibi-
tion against Mexico.

Julio Villalobos, Pirma’s director
of clothes and accessories, said the
company began negotiations with
the North Koreans over providing
World Cup jerseys shortly after that.
But he says haggling got out of
hand: “They kept wanting a lower
price, so we eventually said, ‘No
deal.’”

North Korea’s national football
federation didn’t respond to re-
quests for comment made through
the country’s United Nations mis-
sion.

As recently as this week in an
exhibition with Greece, the North
Koreans wore a jersey made by
Spanish apparel company Astore.
But Astore sales director Michel
Gogniat says his company has no of-
ficial deal with North Korea. Instead
he says his company unwittingly
sold the shirts without any national
demarcations to an intermediary in
China, who redirected them to the
team.

After spending months on the

puzzle, Mr. Smith finally solved part
of it earlier this month. A contact in
Asia informed him that the North
Koreans had struck a deal with Le-
gea SRL, an Italian company. But
Mr. Smith still isn’t sure his firm
can order the jerseys before the Cup
begins.

Lorenzo Grimaldi, Legea’s mar-
keting manager, confirmed that it
has the North Korean contract. He
said it struck the deal in Pompei, It-
aly, in early February, which pre-
dates the negotiations between
Pirma and the North Koreans.

Legea wants the exposure of hav-
ing jerseys with its logo shown on
TV all over the world. So it is pay-
ing for the costs of producing the
jerseys and other official attire
worn by the North Korean team.

Getting the jersey to the market
in time for the tournament has
proved tough. The North Koreans
wanted a “personalized” design for
their jersey, including fabrics that
were “off the catalog,” Mr. Grimaldi
recalls.

Legea translated memos into Ko-
rean explaining such details as how
large the North Korean flag and Le-
gea’s own logo would appear on the
jersey in order to meet World Cup
standards. “This really slowed our
work,” Mr. Grimaldi says. The jer-
seys aren’t available anywhere on-
line yet. Legea will charge €45 ($56)
to €50 ($62) for the shirts.

Why it should be so difficult to
sell the jerseys is anyone’s guess,
says Jim Noonan, vice president of
marketing for Sports Endeavors Inc.
in Hillsborough, N.C. “I don’t think
they’re being deliberately difficult,”
he says of the North Korean football
federation. “They’re just winging it,
probably.”

Finding the jersey is just one of
many challenges facing those hop-
ing to sell North Korean merchan-
dise.

Mr. Noonan is among the ven-
dors who don’t expect much from
sales of souvenirs for one of the
tournament’s biggest underdogs,
considering the unpopularity of the
government and the lack of access
to customers within that country’s
closed borders.

So far souvenirs like “I � DPRK
Football” infant bodysuits, which
Mr. Noonan’s company sells online
for $12.99, have accounted for .025%
of the company’s World Cup-related
sales.

As for questions about the mo-
rality of making a buck off Kim Jong
Il’s favorite football team, the mer-
chandisers say they don’t worry
about that.

“We’re a football company,” Mr.
Smith says. “We’re not a political
adjudicator. We trade in polyester.”

“I have Iran, Venezuela, everyone
on the Axis of Evil,” says Ben Phil-
lip, a Michigan graphic designer
with a North Korean football T-shirt
for sale. “It doesn’t really bother
me.”

Even if merchandisers can’t get a
hold of this year’s jersey, there is
one set of North Korean shirts ven-
dors can count on: throwbacks. Sub-
side sells shirts from 2008 and 1966.
Toffs Ltd., another English com-
pany, also sells the 1966 edition.

Toffs co-owner and president
Alan Finch says his company usually
accommodates customer demand re-
gardless of how controversial the
jersey may be, and never thought
twice about making the North Ko-
rean throwback. He was 18 when the
1966 World Cup came to England,
and recalls having a soft spot for
the unheralded team that upset Italy
and reached the quarterfinals.

“They were likable long shots,”
he says.

—Stacy Meichtry, Nicholas Casey
and David Luhnow contributed to

this article.

BY ADAM THOMPSON

North Korea’s national team before a friendly soccer game against Greece in Altach, Austria, on May 25 ahead of their participation in the World Cup.
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North Korean ball
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GAZA FLOTILLA

Nine activists die as Israelis board ship
Tuesday to meet U.S. President Ba-
rack Obama in Washington, a meet-
ing that Israeli and U.S. officials
hoped would mend a recent rift be-
tween the two allies. An Israeli offi-
cial said the prime minister “feels
he has to be home to deal with
this.”

White House spokesman Bill Bur-
ton said Monday the administration
was “working to understand the cir-
cumstances surrounding this trag-
edy.”

Israel heightened security across
the country on Monday in anticipa-
tion of Palestinian demonstrations.
Thousands of Turks protested
against Israel in Istanbul, as Turkish
officials condemned the incident
and Ankara withdrew its ambassa-
dor to Israel. Ankara had publicly
backed the flotilla, which included
Turkish ships and was partly orga-
nized by a Turkish organization.

By late Monday, Israel hadn’t al-
lowed access to passengers aboard
the ships, which state-controlled Is-
rael Radio said had been escorted

Continued from first page by Israeli naval vessels to the Israeli
port of Ashdod. Israel Radio said
passengers from the flotilla were
being interviewed to determine
whether they should be deported or
detained.

Israel Radio said at least a dozen
activists had been injured, as well as
several Israeli military personnel.

Organizers of the flotilla main-
tained their voyage was peaceful
and disavowed violence. Bianca
Shana’a, a Paris-based spokeswoman
for the Free Gaza Movement, a
group that helped organize the flo-
tilla, said in a phone interview that
the organization hadn’t been in con-
tact with participants since Sunday.

The incident threatens to further
dent Israel’s international reputa-
tion after a series of recent diplo-
matic setbacks. Israeli officials had
said they were sensitive to the pos-
sible public-relations fallout from
appearing too heavy-handed in deal-
ing with the flotilla.

Last week, Israel said if the ships
docked at an Israeli port first, it
would allow the full shipment of hu-
manitarian cargo to reach Gaza, af-
ter undergoing security checks. Is-
raeli officials have for days warned
that they wouldn’t let the flotilla
reach port in Gaza.

The death toll from Monday’s ac-
tion dramatically heightened the
stakes, however, while raising ques-
tions about the planning and execu-
tion of the operation by Israeli de-
fense officials.

Uzi Dayan, a former general who
spent 17 years in the Israeli special
forces, said that helicopters are
used to achieve an element of sur-
prise, and because it is the only way
to take over a ship that is sailing
without endangering the entire ves-
sel—though it leaves commandos
outnumbered in the first minutes of

the takeover.
Colette Avital, a former Israeli

Consul General in New York and a
former Israeli parliament member
with the Labor party, said the navy
shouldn’t have tried to board the
ships in the first place, to avoid any
risk of violence and diplomatic fall-
out. She said the boats should have
been surrounded by the army and
they should have tried to negotiate
a surrender with the help of inter-
national diplomats.

“This is a big diplomatic set-
back,” she said. “We have managed
to put ourselves in the media as the
violent kid in the Middle East.”

France and Spain quickly con-
cluded the Israeli use of force was
excessive. French President Nicolas
Sarkozy said he “condemns a dis-
proportionate use of force.” Spain
called the Israeli actions “unaccept-
able.”

The European Union called for a
full enquiry. Flotilla organizers, be-
fore setting sail, had said passen-
gers would include several European
parliamentarians, but a European
parliament spokesman said no EU
lawmakers took part.

At the U.N., British Ambassador
Mark Lyall Grant said the U.K. gov-
ernment had urged its nationals not
to take part in the aid effort because
of the risks involved. “But at the
same time, there is an unambiguous
need for Israel to act with restraint
and in line with its international ob-
ligations,” Mr. Grant said, calling on
Israel to give a full account of what
happened and why the death toll
was so high.

The raid could set back Israeli ef-
forts at promoting what it sees as
its defensive military stance to-
wards Hamas, the militant Palestin-
ian group that controls the Gaza
Strip. Britain’s Foreign Secretary

William Hague said called on Israel
to lift the blockade of Gaza.

Dan Diker, a fellow at the Jerusa-
lem Center for Public Affairs, a
think tank headed by a former pol-
icy aide to Mr. Netanyahu, said the
naval action could “delegitimize” its
blockade of Gaza—which Israel has
said it enforces to prevent the
smuggling of arms and fighters into
the territory.

Israel and Egypt began restrict-
ing the flow of goods into and out of
the territory in 2007, after Hamas
seized control. Human-rights activ-
ists have long alleged Israel was
keeping out crucial aid and basic
materials, a claim Israel has denied.

Egyptian President Hosni Muba-
rak issued a statement condemning
what he called “excessive use of
force” in the raid on the ship, ac-
cording to Egypt’s state news
agency, but gave no indication Egypt
would ease its own restrictions of
goods going into Gaza.

The crisis is especially challeng-
ing coming at a time when Mr. Ne-
tanyahu’s ties with Washington have
frayed. “This is a very delicate time
to test what has been traditionally
ironclad support of Israel” from the
U.S., Mr. Diker said. The U.K. envoy
called on Israel to inform all embas-
sies whose nationals were involved
and to “open the crossings to allow
unfettered access for aid to Gaza.”

The bloodshed risked enflaming
tensions across the Middle East,
with Arab and Palestinian officials
strongly condemning Israel’s action.
Turkey also reacted angrily to the
incident, heightening recent ten-
sions between the two regional
powers.

Palestinian negotiator Saeb Er-
ekat said Monday that indirect
peace talks with Israel, mediated by
the U.S., would continue.

The six-ship flotilla—carrying
hundreds of pro-Palestinian activists
from various countries, as well as
10,000 tons of construction mate-
rial, medical equipment and school
supplies, according to organiz-
ers—started heading to Gaza Sun-
day afternoon, embarking from a
rendezvous point off the coast of
Cyprus, after several delays over the
weekend. After nightfall Sunday,
three Israeli naval vessels left their
base in Haifa, Israel, to intercept the
ships, according to the Associated
Press.

The Israeli military operation to
board the vessels began at 4 a.m.
Monday, according to Israel Defense
Force spokesman Brig. Gen. Avi
Benayahu, in an interview with Is-
raeli Army Radio.

He said the boarding took place
after the flotilla ignored calls to
change course and head away from
the Gaza coast. During the boarding,
passengers on five of the ships re-
sisted passively and peacefully, he
said.

But on one of the ships, called
the Mavi Marmara, with about 600
passengers, the IDF encountered
“difficult violence,” Gen. Benayahu
said. Dozens of activists attacked Is-
raeli soldiers with steel clubs and
knives as the soldiers were being
lowered onto the deck from helicop-
ters, he said. The army then used
antiriot measures against the activ-
ists, he said. When the violence es-
calated, soldiers opened fire, he
said. Activist also used their own
fire arms to shoot at the Israelis, he
said. It wasn’t clear from his com-
ments who Israel believed shot first.

—Marc Champion in Istanbul,
John W. Miller in Brussels, David

Gauthier-Villars in Paris and
Kathy Chen in Washington
contributed to this article.

Sunday afternoon
A six-ship flotilla sets sail for Gaza,
departing a rendez-vous point in
international waters, off the coast
of Cyprus, in the Mediterranean Sea.

After nightfall Sunday
Three Israeli naval vessels depart
Israeli port of Haifa, with orders to
intercept the flotilla.

Two hours later
Israeli navy makes radio contact with
flotilla and orders it to turn away from
Gaza.

“If you ignore this order and enter the
blockaded area, the Israeli navy will be
forced to take all the necessary
measures in order to enforce this
blockade,” the ships warned, according
to the radio message broadcast on
Israeli Army Radio and quoted by
Associated Press.

4 a.m. Monday
Activists onshore lose satellite phone
and email contact with the ships.

Israeli commandos begin boarding.
They face peaceful resistance on five
ships, violence on the last one, the
Marmara, according to Israeli military.

Israeli soldiers, being lowered to the
deck of the ship by helicopter, are
attacked by activists with knives and
clubs, military says. Firefight ensues.

Midday Monday
Israeli navy reports the first of the
flotilla’s ships reach the Israeli port
of Ashdod.

Deadly confrontation
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An Israeli soldier, top left, wheels a pro-Palestinian activist into a Tel Aviv-area hospital after Israelis stormed the aid flotilla. Before the incident, activists wearing life jackets,
top right, prayed aboard the Turkish ship Marmara in the Mediterranean Sea. Later an Israeli naval gunship, bottom, escorted the Marmara to the port in Ashdod, southern Israel.
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C-SUITE: MANAGING

Pitney Bowes Inc. made mechanical
postal meters mostly for the U.S. market
when Murray Martin joined the firm as an
office-technology specialist in 1987.

Today, Mr. Martin is chairman and chief
executive, and the $5.6 billion company has
more in common with Google Inc. than
your local post office. Armed with a mas-
sive database of customers’ spending hab-
its, Pitney Bowes has been transformed into
a full-service business-solutions giant, help-
ing marketers with targeted mailings and
promotions, for instance.

Mr. Martin has also turned the com-
pany’s focus overseas. As recently as a de-
cade ago, business from outside the U.S. ac-
counted for less than 10% of Pitney Bowes’s
revenue.

Today, that figure sits at 30%, and in an-
other decade, Mr. Martin is looking to draw
50% of his revenue from outside the U.S.
“That’s how the global mailing market is
split, and we want our revenue mix to re-
flect that,” he says.

Mr. Martin spoke to Jonathan Cheng in
Hong Kong. The following interview has
been edited:

WSJ: What place does a company like Pit-
ney Bowes, which has its roots in helping
customers send out and manage their snail
mail, have in the 21st century?
Mr. Martin: We have reinvented our com-
pany many times over the past 90 years,
and the Internet age is no different. We are
putting together a company that can create
physical and digital opportunities together.

Is mail disappearing? No. Certain compo-
nents of mail are changing and being sub-
stituted, but in terms of personalized com-
munication and direct marketing, more is
known about you than ever before.

WSJ: What is Asia’s role in the company’s
global strategy, and how has Asia grown
and changed?
Mr. Martin: Asia is still evolving. As we see
the region move more from cash to credit
transactions, there are going to be more
business opportunities. When people are
doing everything in cash, you can’t collect
information on buying habits or know
where people are. But over the past decade,
the value of credit-card transactions has
gone up dramatically.

We’ve been patient in the market, and
working with national postal services in de-
veloping their abilities and technologies.
Many of them are very active in upgrading.
We’ve shown many of them how we work
with a company like eBay in the U.S. or Eu-
rope and then we work with the local post
[office] in set up billing, collecting and ad-
dressing.

WSJ: Can you talk a little bit about your
growth strategy out here, and how you use
compensation to drive growth in the re-
gion?
Mr. Murray: In Asia, prior to the 2009 dip,
we were growing in excess of 20% a year,
and we’re seeing a return in that direction
now. The amounts of compensation tend to
be similar for hitting targets, but because
growth in Asia is so much stronger, the
achievement targets are different.

We’ve gone from single-digit contribu-

tions from outside the U.S. to 30% now.
In making acquisitions, I’d say about half

of them are nondomestic. In Asia, we want
to continue to expand in adjacent spaces to
the mail market, like into record manage-
ment and secure payments.

We’ve gone into customer communica-
tion management—how our customers deal
with their customers, like with loyalty pro-
grams and incremental ads to existing cus-
tomers.

In mainland China, we’re expanding our
high-volume mail and transaction process-
ing, targeting the large service bureaus that

do credit-card statements, billing and direct
marketing, supplying the kind of equipment
that produces 20,000-25,000 pieces an
hour. As the credit-card market expands
there and as direct marketing increases,
high volume comes first.

WSJ: How did you adjust your business
strategy during the downturn, and what are
you doing now that the global economy has
shown signs of recovery?
Mr. Murray: The financial crisis shouldn’t
change your long-term view. You should
have a plan, and we’ve always been focused
on the plan. In 2009, we were more conser-
vative on our expenditures, but we contin-
ued to invest even in the downturn. Now
that we’re in a more positive environment,
we can continue to launch products rather
than having to delay the roll-out.

WSJ: As a matter of policy, you’ve reserved
weekends for your family. Why is this, and
have you found that it’s made a difference
in company culture?
Mr. Murray: You could spend all day and all
night every night at work. At the same time
you have family responsibilities, and I think
you should take them as serious as you take
your work responsibilities. My bosses over
the years and the people that work with me
do not expect responses on the weekends.

At Pitney
Bowes,
constant
reinvention

Lam Thuy Vo for The Wall Street Journal

Résumé
� Career: Ran his own business raising
German Shepherds, aged 5. Joined Pitney
Bowes in 1987, and ran international
operations from 1998 to 2001. Became
president in 2004, and CEO in 2007.

� Education: Dropped out of college at his
hometown University of Waterloo, Ontario.

� Extracurricular: ‘The great Canadian sports’
— ice hockey and skiing.

� On dropping out of school: “I had spent
quite a few years developing businesses
while I was in school, and I was looking
forward to getting out and building my
business career,”

� On education: “I recommend people get a
formal education, but there are many of us
who learned in a different form.”

[ Murray Martin ]

WSJ.com
ONLINE TODAY: Hear more of Murray
Martin’s views on expanding a business
internationally and his work-life balance
in a video at WSJ.com
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GAZA FLOTILLA

U.S. President
Barack Obama and
Israeli Prime
Minister Benjamin
Netanyahu were to
meet at the White

House Tuesday for what officials
from both countries hoped would
be a kind of public kiss-and-make-
up session.

In a few violent minutes at sea
Monday, that all went out the
window. The Israeli operation that
unexpectedly turned violent now
will back both leaders into
corners they had hoped to vacate.
The Obama-Netanyahu
relationship, which already had a
kind of soap-opera quality to it, is
under new strain. The American
dream of easing Arab anxieties
over the Palestinian question so
all can focus on the threat from
Iran has faded just a bit more.

All this began unfolding before
the sun had even risen over Mr.
Obama’s Chicago home, where he
was spending the Memorial Day
weekend. Israeli commandos
stormed a convoy of ships headed
for the Gaza Strip to deliver
humanitarian supplies to
Palestinians there in defiance of
an Israeli naval blockade of
Hamas-run Gaza.

The humanitarian flotilla had
been warned repeatedly not to try
to run the blockade. It ignored the
warnings. Mr. Netanyahu’s
government ordered Israeli
soldiers to board the ships. Shots
were fired. At least nine activists
died and a similar number of
Israelis were wounded.

Within hours, the Netanyahu-
Obama White House meeting was
canceled so the Israeli leader
could return home. Senior White
House aides said Mr. Netanyahu,
not the Americans, called off the
visit to deal with the crisis.

Either way, the chance to put a
better face on the relationship
between the leaders evaporated.
From the first weeks of the
Obama administration, the two
men have been famously feuding
over the president’s demand that
Israel stop all building in East
Jerusalem to smooth the way for
peace talks with Palestinians.

In reality, the relationship
between the two men hasn’t been
quite as bad as often suggested. “I
would describe it as actually very
solid, very productive,” said one
senior Obama administration
official over the weekend, before
news of the raid at sea. “It is
quite at odds with the popular
portrayal.”

Their feuding actually has had
an element of theatrics—with the
theatrics suiting both men’s
interests. President Obama’s
strategy has been as much about

Iran, his paramount security
concern, as Israel or the
Palestinians. He calculated at the
outset of his term that he needed
to get tough with Mr. Netanyahu
to push him into peace talks with
the Palestinians.

Forcing talks, Mr. Obama
figured, was crucial to his dream
of knitting together a kind of
loose American-Arab-Israeli front
to stand up to Iran and its nuclear
program.

Without movement on the
Palestinian question to ease Arab
public opinion, the president
calculated, moderate Arab leaders
would be less willing to cooperate
on Iran.

Palestinian leader Mahmoud
Abbas is so weak he needs all the
help he can get. If that meant
getting tough with Mr. Netanyahu,
it was a price worth paying.

From Mr. Netanyahu’s point of
view, standing up to a new, young
American president trying to
enhance American relations with
the Arab and Islamic worlds
wasn’t all bad either. Doubts
about Mr. Obama (whose approval
in Israel has plunged) only
strengthened Mr. Netanyahu’s
hand in standing up to him.

But for both men, this feuding
had reached the point of
diminishing returns, and they’ve
been trying to turn things around.
Israel apologized for embarrassing
Vice President Joe Biden by
announcing more East Jerusalem
construction just as Mr. Biden was
visiting.

The Obama administration has
been talking up security ties to
Israel.

Two weeks ago, the president
met with 37 Jewish Democrats in
Congress and told them that he
had spent more time one-on-one
with Mr. Netanyahu than any
other world leader, and that ties
were solid.

Now, the seaborne raid and its
tragic outcome. Smiling Obama-
Netanyahu pictures from the Oval
Office will be supplanted by
international pressure on the
White House to condemn Israel.

Worse for the administration,
this twist complicates its Iran
strategy. The United Nations
Security Council has been moving
toward a resolution imposing new
economic sanctions on Iran, but
that’s now in danger of being
slowed or sidetracked by the
inevitable clamoring to condemn
Israel.

The raid particularly
complicates dealing with Turkey.
The Turks once were Israel’s best
friend in the Islamic world.
They’ve been drifting away,
though, and essentially sponsored
the Palestinian relief flotilla that
Israeli forces confronted Monday.

As it happens, Turkey also
occupies one of the rotating seats
on the Security Council right now,
and has been maneuvering to help
Iran escape more economic
sanctions. The U.S. is trying to
dissuade the Turks from giving
aid and comfort to Iran. Monday’s
tragedy at sea won’t make those
conversations with Turkey any
easier, proving anew that the law
of unintended consequences is
always in effect in the Middle
East.

Write to Gerald F. Seib at
jerry.seib@wsj.com.

[ Capital Journal ]

BY GERALD F. SEIB

Raid complicates U.S.’s Mideast strategy

Prime Minister Benjamin Netanyahu, front, prepares to leave Canada after meetings on Sunday to return to Israel.
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The American dream of
easing Arab anxieties over
the Palestinian question so
all can focus on the threat
from Iran has faded just a bit
more.

If you think we’re all diehard rationalists, we’re happy to change
your mind. In fact, those psychologists, along with behavioral
economist Richard Thaler (co-author of Nudge) and other
faculty members at our Center for Decision Research are making
paradigm-shifting breakthroughs. You could say our willingness
to go beyond conventional research questions is crazy –
crazy like a fox. We prefer to say it’s all about being not just
a business school, but a business force.

CHICAGO LONDON SINGAPORE CHICAGOBOOTH.EDU/BUSINESSFORCE

WE HAVE EIGHT
PSYCHOLOGISTS
ON OUR FACULTY.
WHAT ARE WE,
CRAZY?
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Follow the markets throughout the day with updated stock quotes, news and commentary at WSJ.com.
Also, receive email alerts that summarize the day’s trading in Europe and Asia. To sign up, go to WSJ.com/email

Commodities Prices of futures contracts with the most open interest
EXCHANGE LEGEND: CBOT: Chicago Board of Trade; CME: Chicago Mercantile Exchange; ICE-US: ICE Futures U.S.MDEX: Bursa Malaysia
Derivatives Berhad; LIFFE: London International Financial Futures Exchange; COMEX: Commodity Exchange; LME: London Metals Exchange;
NYMEX: New York Mercantile Exchange;ICE-EU: ICE Futures Europe

ONE-DAY CHANGE Contract Contract
Commodity Exchange Last price Net Percentage high low

Corn (cents/bu.) CBOT 359.00 -14.25 -3.82% 720.50 333.75
Soybeans (cents/bu.) CBOT 937.75 -14.00 -1.47 1,550.00 821.25
Wheat (cents/bu.) CBOT 457.75 -10.00 -2.14 1,113.50 456.25
Live cattle (cents/lb.) CME 89.250 -1.525 -1.68 95.575 83.500
Cocoa ($/ton) ICE-US 2,965 -8 -0.27 3,515 2,066
Coffee (cents/lb.) ICE-US 134.25 -0.50 -0.37 180.00 120.10
Sugar (cents/lb.) ICE-US 14.19 -0.73 -4.89 25.03 11.89
Cotton (cents/lb.) ICE-US 80.05 -1.23 -1.51 100.00 51.72
Crude palm oil (ringgit/ton) MDEX 2,475.00 -25 -1.00 3,050 1,503
Cocoa (pounds/ton) LIFFE 2,420 -14 -0.58 2,451 1,585
Robusta coffee ($/ton) LIFFE 1,338 2 0.15% 1,618 1,248

Copper (cents/lb.) COMEX 310.45 -5.40 -1.71 369.10 151.00
Gold ($/troy oz.) COMEX 1215.00 0.60 0.05 1,251.40 800.00
Silver (cents/troy oz.) COMEX 1842.20 -4.60 -0.25 2,154.00 760.00
Aluminum ($/ton) LME 2,070.00 36.00 1.77 2,481.50 1,416.00
Tin ($/ton) LME 18,190.00 440.00 2.48 19,175.00 12,320.00
Copper ($/ton) LME 6,960.00 51.00 0.74 7,970.00 4,786.00
Lead ($/ton) LME 1,845.00 39.50 2.19 2,615.00 1,530.00
Zinc ($/ton) LME 1,930.00 19.00 0.99 2,659.00 1,490.00
Nickel ($/ton) LME 21,600 50 0.23 27,590 13,750

Crude oil ($/bbl.) NYMEX 73.97 -0.58 -0.78 116.80 51.44
Heating oil ($/gal.) NYMEX 2.0045 -0.0052 -0.26 3.3940 1.4160
RBOB gasoline ($/gal.) NYMEX 2.0266 -0.0088 -0.43 2.4426 1.3500
Natural gas ($/mmBtu) NYMEX 4.341 0.047 1.09 10.720 3.971
Brent crude ($/bbl.) ICE-EU 74.65 0.63 0.85 108.79 65.93
Gas oil ($/ton) ICE-EU 640.50 1.50 0.23 1,268.00 472.75

Source: Thomson Reuters; WSJ Market Data Group
WSJ.com

Currencies London close on May 31
Per In

AMERICAS Per euro In euros U.S. dollar U.S. dollars

Argentina peso-a 4.8021 0.2082 3.9135 0.2555
Brazil real 2.2243 0.4496 1.8128 0.5516
Canada dollar 1.2879 0.7765 1.0496 0.9528

1-mo. forward 1.2879 0.7764 1.0496 0.9527
3-mos. forward 1.2884 0.7762 1.0500 0.9524
6-mos. forward 1.2894 0.7755 1.0509 0.9516

Chile peso 651.62 0.001535 531.05 0.001883
Colombia peso 2420.60 0.0004131 1972.70 0.0005069
Ecuador US dollar-f 1.2270 0.8150 1 1
Mexico peso-a 15.8504 0.0631 12.9175 0.0774
Peru sol 3.4903 0.2865 2.8445 0.3516
Uruguay peso-e 23.621 0.0423 19.250 0.0519
U.S. dollar 1.2270 0.8150 1 1
Venezuela bolivar 5.27 0.189762 4.29 0.232848

ASIA-PACIFIC
Australia dollar 1.4631 0.6835 1.1924 0.8387
China yuan 8.3781 0.1194 6.8279 0.1465
Hong Kong dollar 9.5548 0.1047 7.7868 0.1284
India rupee 56.8922 0.0176 46.3650 0.0216
Indonesia rupiah 11258 0.0000888 9175 0.0001090
Japan yen 111.72 0.008951 91.05 0.010983

1-mo. forward 111.67 0.008955 91.01 0.010988
3-mos. forward 111.57 0.008963 90.92 0.010998
6-mos. forward 111.33 0.008982 90.73 0.011022

Malaysia ringgit-c 4.0020 0.2499 3.2615 0.3066
New Zealand dollar 1.8299 0.5465 1.4913 0.6706
Pakistan rupee 104.545 0.0096 85.200 0.0117
Philippines peso 56.776 0.0176 46.270 0.0216
Singapore dollar 1.7173 0.5823 1.3995 0.7145
South Korea won 1475.07 0.0006779 1202.13 0.0008319
Taiwan dollar 39.253 0.02548 31.990 0.03126
Thailand baht 39.904 0.02506 32.520 0.03075

Per In
EUROPE Per euro In euros U.S. dollar U.S. dollars

Euro zone euro 1 1 0.8150 1.2270
1-mo. forward 0.9997 1.0003 0.8147 1.2274
3-mos. forward 0.9989 1.0011 0.8140 1.2284
6-mos. forward 0.9980 1.0020 0.8133 1.2295

Czech Rep. koruna-b 25.510 0.0392 20.790 0.0481
Denmark krone 7.4395 0.1344 6.0629 0.1649
Hungary forint 275.20 0.003634 224.28 0.004459
Norway krone 7.9580 0.1257 6.4855 0.1542
Poland zloty 4.0683 0.2458 3.3155 0.3016
Russia ruble-d 37.935 0.02636 30.916 0.03235
Sweden krona 9.6060 0.1041 7.8285 0.1277
Switzerland franc 1.4173 0.7056 1.1551 0.8658

1-mo. forward 1.4162 0.7061 1.1541 0.8665
3-mos. forward 1.4132 0.7076 1.1517 0.8683
6-mos. forward 1.4087 0.7099 1.1481 0.8710

Turkey lira 1.9296 0.5182 1.5726 0.6359
U.K. pound 0.8445 1.1841 0.6882 1.4530

1-mo. forward 0.8445 1.1842 0.6882 1.4531
3-mos. forward 0.8443 1.1844 0.6881 1.4533
6-mos. forward 0.8440 1.1849 0.6878 1.4539

MIDDLE EAST/AFRICA
Bahrain dinar 0.4626 2.1617 0.3770 2.6525
Egypt pound-a 6.9457 0.1440 5.6605 0.1767
Israel shekel 4.7597 0.2101 3.8790 0.2578
Jordan dinar 0.8684 1.1515 0.7078 1.4129
Kuwait dinar 0.3703 2.7008 0.3018 3.3140
Lebanon pound 1849.78 0.0005406 1507.50 0.0006634
Saudi Arabia riyal 4.6017 0.2173 3.7502 0.2667
South Africa rand 9.4360 0.1060 7.6900 0.1300
United Arab dirham 4.5071 0.2219 3.6731 0.2722

SDR -f 0.8323 1.2015 0.6783 1.4743

a-floating rate b-commercial rate c-government rate c-commercial rate d-Russian Central Bank rate f-Special Drawing Rights
from the International Monetary Fund ; based on exchange rates for U.S., British and Japanese currencies.
Note: Based on trading among banks in amounts of $1 million and more, as quoted by Thomson Reuters.

Major stock market indexes Stock indexes from around the world, grouped by region. Shown in local-currency terms.

Price-to- PREVIOUS SESSION PERFORMANCE
earnings ratio* Region/Country Index Close Net change Percentage change Yr.-to-date 52-wk.

23 EUROPE Stoxx Europe 600 244.97 0.96 0.39% -3.2% 14.3%

14 Stoxx Europe 50 2397.18 7.86 0.33 -7.0 9.7

27 Euro Zone Euro Stoxx 249.82 0.02 0.01 -9.1 6.5

14 Euro Stoxx 50 2610.26 -3.80 -0.15% -12.0 2.9

15 Austria ATX 2422.63 -7.64 -0.31 -2.9 15.1

8 Belgium Bel-20 2453.37 -7.17 -0.29 -2.3 17.3

11 Czech Republic PX 1176.8 7.0 0.60 5.3 28.2

21 Denmark OMX Copenhagen 364.08 1.50 0.41 15.3 34.8

15 Finland OMX Helsinki 6490.40 3.10 0.05 0.5 7.9

14 France CAC-40 3507.56 -7.50 -0.21 -10.9 3.8

12 Germany DAX 5964.33 18.15 0.31 0.1 16.0

... Hungary BUX 22103.42 164.95 0.75 4.1 48.0

20 Ireland ISEQ 2947.70 8.92 0.30 -0.9 8.3

12 Italy FTSE MIB 19543.97 68.09 0.35 -15.9 -4.7

18 Netherlands AEX 320.70 0.06 0.02 -4.4 19.5

12 Norway All-Shares 395.72 -5.63 -1.40 -5.8 15.3

17 Poland WIG 41530.09 120.92 0.29 3.9 34.9

Price-to- PREVIOUS SESSION PERFORMANCE
earnings ratio* Region/Country Index Close Net change Percentage change Yr.-to-date 52-wk.

13 Portugal PSI 20 7072.01 3.93 0.06 -16.4 -3.1

... Russia RTSI 1384.59 17.69 1.29% -3.0 18.6

9 Spain IBEX 35 9359.4 -66.1 -0.70% -21.6 -2.8

15 Sweden OMX Stockholm 308.41 0.62 0.20 3.0 23.3

15 Switzerland SMI 6312.60 -9.32 -0.15 -3.6 18.0

... Turkey ISE National 100 54384.94 -848.74 -1.54 3.0 51.1

12 U.K. FTSE 100 5188.43 Closed -4.1 15.1

24 ASIA-PACIFIC DJ Asia-Pacific 116.77 0.16 0.14 -5.1 9.9

... Australia SPX/ASX 200 4429.67 -27.81 -0.62 -9.1 13.7

... China CBN 600 23298.52 -659.47 -2.75 -19.8 0.4

14 Hong Kong Hang Seng 19765.19 -1.52 -0.01 -9.6 4.6

18 India Sensex 16944.63 81.57 0.48 -3.0 14.2

... Japan Nikkei Stock Average 9768.70 5.72 0.06 -7.4 0.9

... Singapore Straits Times 2752.60 12.90 0.47 -5.0 15.7

11 South Korea Kospi 1641.25 18.47 1.14 -2.5 16.0

17 AMERICAS DJ Americas 290.97 0.52 0.18 -1.9 16.6

... Brazil Bovespa 62212.68 265.69 0.43 -9.3 14.4

15 Mexico IPC 31663.94 116.39 0.37 -1.4 26.4

*P/E ratios use trailing 12-months, as-reported earnings
Note: Americas index data are as of 3:00 p.m. ET. Sources: Thomson Reuters; WSJ Market Data Group

Cross rates U.S.-dollar and euro foreign-exchange rates in global trading

USD GBP CHF SEK RUB NOK JPY ILS EUR DKK CDN AUD

Australia 1.1924 1.7325 1.0323 0.1523 0.0386 0.1839 0.0131 0.3074 1.4631 0.1967 1.1361 ...

Canada 1.0496 1.5250 0.9087 0.1341 0.0339 0.1618 0.0115 0.2706 1.2879 0.1731 ... 0.8802

Denmark 6.0629 8.8094 5.2490 0.7745 0.1961 0.9348 0.0666 1.5630 7.4395 ... 5.7767 5.0847

Euro 0.8150 1.1841 0.7056 0.1041 0.0264 0.1257 0.0090 0.2101 ... 0.1344 0.7765 0.6835

Israel 3.8790 5.6362 3.3583 0.4955 0.1255 0.5981 0.0426 ... 4.7597 0.6398 3.6959 3.2531

Japan 91.0500 132.2956 78.8278 11.6306 2.9451 14.0390 ... 23.4725 111.7229 15.0176 86.7515 76.3591

Norway 6.4855 9.4234 5.6149 0.8284 0.2098 ... 0.0712 1.6720 7.9580 1.0697 6.1793 5.4391

Russia 30.9160 44.9209 26.7659 3.9492 ... 4.7669 0.3395 7.9701 37.9355 5.0992 29.4564 25.9277

Sweden 7.8285 11.3748 6.7776 ... 0.2532 1.2071 0.0860 2.0182 9.6060 1.2912 7.4589 6.5654

Switzerland 1.1551 1.6783 ... 0.1475 0.0374 0.1781 0.0127 0.2978 1.4173 0.1905 1.1005 0.9687

U.K. 0.6882 ... 0.5958 0.0879 0.0223 0.1061 0.0076 0.1774 0.8445 0.1135 0.6557 0.5772

U.S. ... 1.4530 0.8658 0.1277 0.0323 0.1542 0.0110 0.2578 1.2270 0.1649 0.9528 0.8386

Source: Thomson Reuters via WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of May 31, 2010

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

yield ratio Morgan Stanley Index Last Daily YTD 52-wk.

2.30% 20 ALL COUNTRY (AC) WORLD* 276.92 0.17% -7.5% 22.9%

2.30 20 World (Developed Markets) 1,080.30 0.41 -7.5 21.0

2.20 21 World ex-EMU 130.00 0.54 -4.9 23.8

2.20 21 World ex-UK 1,084.27 0.42 -6.8 21.2

2.90 22 EAFE 1,367.03 -0.55 -13.5 15.3

2.00 18 Emerging Markets (EM) 917.05 -1.40 -7.3 38.4

3.30 16 EUROPE 84.69 -0.32 -4.1 21.1

3.50 16 EMU 140.96 -0.45 -21.9 5.2

3.20 17 Europe ex-UK 91.03 -0.09 -5.8 18.1

4.20 13 Europe Value 91.77 -0.41 -7.7 16.4

2.40 19 Europe Growth 75.78 -0.23 -0.5 25.8

2.10 28 Europe Small Cap 162.13 -0.36 3.2 36.5

2.00 13 EM Europe 298.21 0.25 7.0 56.2

3.30 14 UK 1,537.97 -0.14 -4.3 21.9

2.60 24 Nordic Countries 145.67 -0.14 6.9 31.9

1.60 13 Russia 696.00 0.09 -6.8 35.2

2.20 21 South Africa 713.19 -0.62 0.8 27.4

2.50 19 AC ASIA PACIFIC EX-JAPAN 379.99 -2.06 -8.8 34.6

1.60 -433 Japan 546.89 0.94 -3.8 5.0

2.00 18 China 59.34 2.23 -8.4 29.5

0.90 21 India 687.54 1.56 -2.8 54.2

1.20 13 Korea 462.36 1.07 -3.8 23.6

2.50 45 Taiwan 260.13 0.73 -12.1 17.1

1.70 22 US BROAD MARKET 1,224.01 1.23 -1.1 27.2

1.10 107 US Small Cap 1,775.26 1.25 6.2 40.0

2.40 16 EM LATIN AMERICA 3,680.22 -0.04 -10.6 45.6

*Twenty-three developed and 26 emerging markets Source: MSCI Barra

Thomson Reuters is the primary data provider for several statistical tables in The Wall Street Journal, including foreign
stock quotations, futures and futures options prices, and foreign exchange tables. Reuters real-time data feeds are used
to calculate various Dow Jones Indexes.

Dow Jones Indexes
Price-to-

Dividend earnings PERFORMANCE (euros) PERFORMANCE (U.S.dollars)
yield* ratio* Dows Jones Index Last Daily 52-wk. Last Daily 52-wk.

2.10% Global TSM 2169.51 0.05% 11.0%

1.85 18 Global Dow 1362.40 0.22% 20.7% 1780.65 0.02 4.9

2.38 15 Global Titans 50 167.30 0.16 20.9 153.62 -0.15 5.0

2.71 14 Europe TSM 2220.87 -0.11 -0.5

2.13 Developed Markets TSM 2101.57 -0.01 10.4

1.84 13 Emerging Markets TSM 3863.68 0.51 17.0

3.04 19 Africa 50 890.00 0.39 20.6 694.45 0.08 4.8

6.39 5 BRIC 50 463.70 0.47 23.8 543.47 0.15 7.5

2.78 58 GCC 40 554.40 -2.09 5.4 431.78 -2.58 -8.6

1.73 20 U.S. TSM 11285.63 17.8

3.02 31 Kuwait Titans 30 -c 190.48 -2.28 -16.3

0.07 RusIndex Titans 10 -c 3409.50 0.50 19.5 5360.24 0.69 4.4

Price-to-
Dividend earnings PERFORMANCE (euros) PERFORMANCE (U.S.dollars)

yield* ratio* Dows Jones Index Last Daily 52-wk. Last Daily 52-wk.

2.17% 12 Turkey Titans 20 -c 589.40 -1.14% 69.2% 653.23 -1.25% 51.2%

4.50 14 Global Select Div -d 169.10 0.23 31.3 177.94 -0.08 14.0

5.15 15 Asia/Pacific Select Div -d 241.62 -0.40 16.9

3.94 15 U.S. Select Dividend -d 316.22 20.2

1.74 16 Islamic Market 1862.02 1.45 11.2

1.98 15 Islamic Market 100 1813.80 0.23 21.8 1910.39 0.03 5.8

3.57 13 Islamic Turkey -c 1503.20 -1.11 44.8 2860.46 -1.22 29.3

2.43 14 Sustainability 853.20 0.23 20.9 886.49 0.03 5.1

3.35 17 Brookfield Infrastructure 1585.40 0.23 29.5 1858.11 -0.08 12.5

0.99 26 Luxury 1029.20 0.47 44.8 1072.64 0.16 25.7

2.00 10 UAE Select Index 236.36 -1.59 -11.2

DJ-UBS Commodity 140.00 -1.55 15.2 125.36 -1.02 0.3

*Fundamentals are based on data in U.S. dollar. Footnotes: a-in US dollar. b-dividends reinvested. c-in local currency. Note:All data as of 2 p.m.ET. Source: DowJones Indexes

GLOBAL MARKETS LINEUP
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Raid further frays Turkey-Israel ties
Sea battle is the latest in long line of conflicts that has strained relations between the once-strong security allies

ISTANBUL—Countries around
the world expressed shock and con-
cern Monday at the deaths of Gaza
activists at the hands of Israeli com-
mandoes, but the most lasting dam-
age may be done to Tel Aviv’s rela-
tions with one-time regional ally
Turkey.

Turkey’s Prime Minister Recep
Tayyip Erdogan and its military
chief cut short trips abroad in re-
sponse to the maritime raid, while
Ankara canceled joint military exer-
cises with Israel, recalled its ambas-
sador and demanded an emergency
session of the United Nations Secu-
rity Council—where Turkey cur-
rently holds a seat—to discuss the
events.

Mr. Erdogan, in televised re-
marks as he left Chile, said Israel
had carried out an act of “inhuman
state terror.” Eschewing the cau-
tious response of most Western
leaders, Mr. Erdogan dismissed as
“lies” the Israeli military’s claims
that the ships had guns and other
weapons on board. He said he also
would call a meeting of the North
Atlantic Treaty Organization to dis-
cuss Israel’s action in what he said
were international waters. Turkey
has the second largest military in
NATO, after the U.S.

The strength of Turkey’s re-
sponse appears to stem from close
involvement in the Gaza relief con-
voy—a direct challenge to Israel’s
blockade of the Gaza strip. Deputy
Prime Minister Bulent Arinc said

Monday that 400 of the 581 passen-
gers on the Mavi Marmara were
Turks, making it likely that some of
the dead were Turkish citizens.

Thousands of Turkish protesters
gathered Monday in Istanbul, wav-
ing Palestinian and Turkish flags
and chanting anti-Israel slogans in
the city’s central Taksim Square,
where some had marched after at-
tempting to storm the Israeli con-
sulate. Police drove the protesters
away from the consulate, and later
from the consul’s residence.

The Gaza convoy, in part, was or-
ganized by a Turkish charity, the
Humanitarian Relief Foundation.
The group, known as the IHH, its
Turkish-language acronym, was
formed to provide aid to Bosnian
Muslims in the mid-1990s. Mr. Arinc

denied any official instructions were
given to the IHH, but Ankara had
acted as the convoy’s unofficial
sponsor, urging Israel to let it pass.

The IHH has drawn controversy
in the past. A 2006 report by the
Danish Institute for International
Studies described the group as a
front for funding terrorist organiza-
tions and for sending mujahedeen to
fight in countries such as Afghani-
stan, Bosnia and Chechnya.

The IHH, which is not on US or
European terrorist lists, vehemently
denies accusations of ties to terror
groups and says it is active in chari-
ties in more than 100 countries.

Relations between Turkey and
Israel were badly strained even be-
fore Monday’s raid, with the securi-
ty-based alliance they had enjoyed

in the 1990s in tatters. But with the
possibility that some of the dead
were Turkish, further deterioration
looked certain. The Turkish foreign
ministry warned in a statement of
“irreversible consequences in our
relations.”

Still, Turkish officials appeared
anxious not to wholly destroy a re-
lationship that involves significant
trade and tourism. After listing
measures to be taken, including can-
celing three military and maritime
rescue exercises planned for this
year and calling home a youth soc-
cer team from Israel, Mr. Arinc said
when asked by reporters that the
government didn’t plan to cut all
ties with Israel.

—Margaret Coker in New York
contributed to this article.

BY MARC CHAMPION

Turkish protesters shout slogans during a demonstration against Israel’s attack on the Turkish ship

Israel faces fallout from action

The deadly boarding of a flotilla
of activists off the coast of Gaza has
plunged Israeli Prime Minister Ben-
jamin Netanyahu into his worst dip-
lomatic crisis since taking office
early last year, and analysts say it
could have far-reaching—and unin-
tended—implications for Israeli se-
curity issues.

The sea battle follows a series of
diplomatic setbacks for Israel, in-
cluding the expulsion recently of Is-
raeli diplomats from Britain and
Australia after those governments
accused Israel of forging passports
used in the alleged murder of a Pal-
estinian official in Dubai. (Israel has
said there is no evidence linking Is-
rael to the murder.)

Most recently, Israel failed last
week to prevent a United Nations
conference on nuclear weapons from
singling it out for scrutiny as part of
a pledge to work for a Middle East
nuclear-free zone.

“Seemingly on the surface, the
incident itself is not a strategic cri-
sis for Israel, but Israel is already
deep in trouble ... since [the Netan-

yahu] government came to power,”
says Yossi Melman, a security and
defense expert, who writes for Is-
rael’s Haaretz newspaper.

The battle triggered harsh con-
demnation from Palestinian officials
and Israel’s Arab neighbors, includ-
ing those few with relations with Is-
rael. Jordan said the “horrible crime
cannot be justified.” Egyptian Presi-
dent Hosni Mubarak issued a state-
ment condemning what he called
“excessive use of force,” according
to Egypt’s state news agency.

It also drew a tough response
from several European allies, who
challenged Israel on whether it used
disproportionate force.

French Foreign Minister Bernard
Kouchner said “nothing could justify
the use of such violence.” Britain, in
a statement, said it would request
information from Israel on British
citizens thought to be aboard, and
called on Israel to lift its blockade of
Gaza.

Germany, too, was seeking infor-
mation on six German citizens be-
lieved aboard the ships, and called
for an immediate investigation. al-
though it was careful not to directly
place blame.

The European Union also called
for a full enquiry. A European parlia-
ment spokesman said late Monday
that no EU lawmakers were aboard
the flotilla.

The biggest risk from the inci-
dent could be a further, sharp dete-
rioration in relations between Israel
and Turkey, analysts said. The two
regional powers enjoyed a once-
close relationship, and often conduct
joint military drills. But beginning
with Turkey’s harsh criticism of Is-
rael’s military offensive in the Gaza
Strip from December 2008 to Janu-
ary 2009, that relationship has been
under strain.

Some of the flotilla’s ships, which
Turkey alleges Israeli’s navy seized
in international waters, are Turkish-
owned. Turkey recalled its ambassa-
dor to Israel and has said it will can-
cel a number of planned exercises
with the country.

The incident also could have re-
percussions for U.S.-brokered peace
talks between Israel and the Pales-
tinians, a key Washington priority.
Any disruption to talks could put
more strain on the U.S.-Israel rela-
tionship, which has been chilled in
recent months by Israel’s insistence

on continuing West Bank and East
Jerusalem settlement-building. Mr.
Netanyahu, who was scheduled to
visit the White House this week for
a meeting that Israeli and U.S. offi-
cials hoped would help mend frayed
ties, canceled his trip to fly back to
Israel and deal with the crisis.

The action also threatens Israel’s
stated top strategic priority: keeping
Iran from getting a nuclear weapon.
Washington is pushing a fresh set of

sanctions against Iran at the U.N.,
but the uproar over the violent flo-
tilla boarding could distract from
that effort, draining support from
some key, nonpermanent members
of the Security Council, including
Turkey.

“If we are getting on the nerves
of the world, this will imperil the
country and our real security goals,”
said Mr. Melman, the security ex-
pert.

BY CHIP CUMMINS
AND MARGARET COKER

Troubled waters
Israeli Prime Minister Benjamin Netanyahu’s diplomatic woes heightened
amid international criticism of the military’s violent storming of a flotilla of
activists Monday. Other recent headaches include:

Oct. 16, 2009: UN Human Rights
council endorses a report by South
African jurist Richard Goldstone,
alleging possible war crimes by both
Israel and Hamas during Israel’s
Dec.-Jan. military offensive in Gaza.
Israel condemned the report.

Jan. 31, 2010: Dubai police say they
think Israel’s Mossad may have had
a hand in an alleged murder of top
Hamas leader in the city-state.
Dubai later blames Israel outright.
Israel says Dubai has no proof.

March 9: U.S. VP Joe Biden criticizes
Israel’s decision to build more East

Jerusalem homes on the first day of
his visit to Israel. Israel apologies for
the timing of the announcement.

March 23: Britain expels an Israeli
diplomat after accusing Israel of
forging UK passports related to the
Dubai-Hamas murder.

May 24: Australia follows Britain,
expelling an Israeli diplomat after
implicating Israel in forging Australian
passports used in the murder.

May 28: United Nations conference
calls for a nuclear-free Mideast,
singling out Israel and calling for
inspection of its nuclear facilities.

European Pressphoto Agency
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Major players � benchmarks
Below, a look at the Dow Jones Stoxx 50,
the biggest and best known companies in
Europe, including the U.K.

Credit derivatives
Spreads on credit derivatives are one way the market rates
creditworthiness. Regions that are treading in rough waters can see
spreads swing toward the maximum—and vice versa. Indexes below
are for five-year swaps.

Markit iTraxx Indexes SPREAD RANGE, in pct. pts.
Mid-spread, since most recent roll

Index: series/version in pct. pts. Mid-price Coupon Maximum Minimum Average

Europe: 13/1 1.18 99.13% 0.01% 1.42 0.75 0.95

Eur. High Volatility: 13/1 1.77 96.46 0.01 2.16 1.11 1.39

Europe Crossover: 13/1 5.57 97.71 0.05 6.44 3.95 4.72

Asia ex-Japan IG: 13/1 1.33 98.48 0.01 1.72 0.87 1.10

Japan: 13/1 1.35 98.29 0.01 1.76 0.85 1.13

Note: Data as of May 28

Spreads
Spreads on five-
year swaps for
corporate debt;
based on Markit
iTraxx indexes.

In percentage points
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Source: Markit Group

Behind Europe's deals: Bank revenue rankings, UK
Behind every IPO, bond offering, merger deal or syndicated loan is one or more investment banks. Here are
investment banks ranked by year-to-date revenues from recent deals.

PERCENTAGE OF TOTAL REVENUE
Revenue, Market Equity Debt Mergers &
in millions share capital markets capital markets acquisitions Loans

Barclays Capital $88 7.7% 2% 74% 14% 11%

JPMorgan 88 7.7 27 36 15 23

RBS 79 6.9 18 62 9 11

Lloyds Banking Group 63 5.5 3 38 5 54

UBS 63 5.5 10 21 66 4

Morgan Stanley 60 5.3 20 13 66 1

Goldman Sachs 56 4.9 14 23 55 7

Bank of America Merrill Lynch 52 4.5 17 45 27 11

Credit Suisse 43 3.7 25 38 21 17

Source: Dealogic

Hedge funds
Dow Jones TOTAL RETURN for rolling periods, net of fees*
Hedge Benchmark One week One month One quarter Year to date One year

Merger Arbitrage 1.57% -1.85% 0.4% -0.6% 4.4%

Event Driven -0.18 -2.13 0.7 0.7 11.6

Equity Long/Short 2.52 -3.43 0.5 1.3 6.4

*Estimates as of 05/27/10, after fees; Source: www.djhedgefundindexes.com

Tracking
credit
markets �
dealmakers

Follow the markets
throughout the day with
updated stock quotes,
news and commentary at
WSJ.com.
Also, receive email alerts
that summarize the day’s
trading in Europe and Asia.
To sign up, go to
WSJ.com/Email
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Stoxx Europe 50: Monday's best and worst...

Previous
close, in STOCK PERFORMANCE

Company Country Industry Volume local currency Previous session YTD 52-week

GlaxoSmithKline U.K. Pharmaceuticals 11,893,983 1,157 1.76% -12.3% 11.2%

Daimler AG Germany Automobiles 2,605,552 41.00 1.74 10.1 46.3

UniCredit Italy Banks 225,454,363 1.74 1.58 -22.2 -4.1

SAP AG Germany Software 2,058,054 35.23 1.54 6.7 14.4

Astrazeneca U.K. Pharmaceuticals 5,542,417 2,902 1.45 -0.3 12.6

BP PLC U.K. Integrated Oil & Gas 71,927,672 494.80 -4.99% -17.5 -5.7

BNP Paribas France Banks 2,902,623 46.30 -1.44 -17.2 -0.3

Societe Generale France Banks 1,920,620 35.05 -1.41 -28.4 -15.6

BHP Billiton U.K. General Mining 11,206,382 1,913 -1.32 -4.1 23.1

GDF Suez France Multiutilities 3,326,321 25.26 -1.27 -16.6 -11.6

...And the rest of Europe's blue chips
Latest,
in local STOCK PERFORMANCE

Company/Country (Industry) Volume currency Latest YTD 52-week

L.M. Ericsson Telephone Series B 6,373,778 80.30 1.32% 21.9% 12.2%
Sweden (Communications Technology)
Intesa Sanpaolo 93,804,299 2.17 1.16 -31.0 -17.3
Italy (Banks)
Vodafone Group 119,095,289 138.15 1.13 -3.9 17.4
U.K. (Mobile Telecommunications)
Tesco 27,973,353 411.60 1.13 -3.8 14.6
U.K. (Food Retailers & Wholesalers)
Sanofi-Aventis 2,169,921 49.45 0.89 -10.2 6.2
France (Pharmaceuticals)
Nokia 7,063,356 8.37 0.84 -6.2 -26.6
Finland (Telecommunications Equipment)
Siemens 1,430,730 74.02 0.78 15.3 36.1
Germany (Diversified Industrials)
ArcelorMittal 3,670,771 24.90 0.71 -22.6 -2.9
France (Iron & Steel)
Diageo 3,479,409 1,055 0.67 -2.7 25.1
U.K. (Distillers & Vintners)
British American Tobacco 5,352,268 2,043 0.67 1.3 20.2
U.K. (Tobacco)
UBS 4,730,613 15.53 0.65 -3.2 -2.5
Switzerland (Banks)
BASF SE 1,766,857 43.06 0.49 -0.9 35.0
Germany (Commodity Chemicals)
Assicurazioni Generali 2,582,111 14.94 0.40 -20.6 -8.3
Italy (Full Line Insurance)
ING Groep 10,388,502 6.49 0.32 -6.0 10.4
Netherlands (Life Insurance)
Unilever 2,917,619 22.35 0.13 -1.8 28.4
Netherlands (Food Products)
Rio Tinto 8,466,248 3,189 0.02 -5.9 29.5
U.K. (General Mining)
BG Group 8,473,075 1,061 -0.05 -5.4 -8.2
U.K. (Integrated Oil & Gas)
Deutsche Bank 1,653,112 48.40 -0.17 -2.1 -1.7
Germany (Banks)
Allianz SE 970,927 81.38 -0.18 -6.6 12.9
Germany (Full Line Insurance)
Novartis 2,640,418 52.50 -0.19 -7.1 23.5
Switzerland (Pharmaceuticals)

Latest,
in local STOCK PERFORMANCE

Company/Country (Industry) Volume currency Latest YTD 52-week

Nestle S.A. 3,059,900 52.40 -0.19% 4.4% 35.4%
Switzerland (Food Products)
Bayer AG 1,713,333 45.50 -0.21 -18.7 12.1
Germany (Specialty Chemicals)
ABB Ltd. 3,193,276 19.81 -0.30 -0.7 16.2
Switzerland (Industrial Machinery)
Roche Holding 933,006 158.70 -0.38 -9.7 9.0
Switzerland (Pharmaceuticals)
E.ON AG 3,399,261 24.73 -0.42 -15.4 -5.0
Germany (Multiutilities)
Deutsche Telekom 8,191,365 9.12 -0.43 -11.4 10.5
Germany (Mobile Telecommunications)
AXA 4,061,660 13.46 -0.44 -18.7 -0.9
France (Full Line Insurance)
France Telecom 4,796,317 15.50 -0.55 -11.1 -11.7
France (Fixed Line Telecommunications)
Credit Suisse Group 2,454,267 44.90 -0.55 -12.3 -5.6
Switzerland (Banks)
RWE AG 1,046,687 58.34 -0.71 -14.2 -2.8
Germany (Multiutilities)
Royal Dutch Shell A 3,547,961 21.19 -0.73 0.4 8.5
U.K. (Integrated Oil & Gas)
Telefonica 13,220,089 15.57 -0.86 -20.3 1.7
Spain (Fixed Line Telecommunications)
Banco Santander 23,627,671 8.33 -0.89 -27.9 6.7
Spain (Banks)
Anglo American 4,839,572 2,661 -0.89 -1.8 39.3
U.K. (General Mining)
ENI 15,148,697 15.20 -0.98 -14.6 -14.3
Italy (Integrated Oil & Gas)
HSBC Holdings 35,776,668 627.80 -1.02 -11.4 13.7
U.K. (Banks)
Total S.A. 4,212,148 37.73 -1.06 -16.2 -10.0
France (Integrated Oil & Gas)
Banco Bilbao Vizcaya Argentaria 23,355,711 8.52 -1.22 -33.1 -3.3
Spain (Banks)
Barclays 49,158,995 305.10 -1.23 10.5 -3.5
U.K. (Banks)
Iberdrola 13,312,648 5.39 -1.25 -19.2 -11.9
Spain (Conventional Electricity)

Sources: Thomson Reuters

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 25.10 $24.30 -0.33 -1.34%
Alcoa AA 19.70 11.64 -0.18 -1.52
AmExpress AXP 11.10 39.87 -0.46 -1.14
BankAm BAC 148.00 15.74 -0.44 -2.72
Boeing BA 5.10 64.18 -0.95 -1.46
Caterpillar CAT 7.10 60.76 -1.30 -2.09
Chevron CVX 12.20 73.87 -0.49 -0.66
CiscoSys CSCO 51.40 23.16 -0.51 -2.15
CocaCola KO 9.90 51.40 0.17 0.33
Disney DIS 14.30 33.42 -0.95 -2.76
DuPont DD 5.20 36.17 -0.62 -1.69
ExxonMobil XOM 26.40 60.46 -1.00 -1.63
GenElec GE 62.30 16.35 -0.31 -1.86
HewlettPk HPQ 17.10 46.01 -0.93 -1.98
HomeDpt HD 16.20 33.86 -0.69 -2.00
Intel INTC 67.90 21.42 -0.34 -1.56
IBM IBM 6.20 125.26 -1.13 -0.89
JPMorgChas JPM 37.00 39.58 -0.84 -2.08
JohnsJohns JNJ 24.30 58.30 -0.73 -1.24
KftFoods KFT 9.00 28.60 -0.46 -1.58
McDonalds MCD 6.30 66.87 -0.33 -0.49
Merck MRK 22.00 33.69 0.07 0.21
Microsoft MSFT 60.20 25.80 -0.20 -0.77
Pfizer PFE 53.60 15.23 -0.14 -0.91
ProctGamb PG 11.60 61.09 0.14 0.23
3M MMM 5.80 79.31 -2.12 -2.60
TravelersCos TRV 4.60 49.47 -0.26 -0.52
UnitedTech UTX 3.90 67.38 -0.73 -1.07
Verizon VZ 15.00 27.52 -0.06 -0.22

WalMart WMT 11.90 50.56 -0.14 -0.28

Source: WSJ Market Data Group

Credit-default swaps: European companies
At its most basic, the pricing of credit-default swaps measures how much a buyer has to pay to purchase-and
how much a seller demands to sell-protection from default on an issuer's debt. The snapshot below gives a
sense which way the market was moving yesterday.

Showing the biggest improvement...
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

Vedanta Res 570 –56 2 129

EMI Group 724 –53 –34 122

Codere Fin Luxembourg SA 713 –36 –105 107

SOL MELIA S A 731 –24 –62 159

Stora Enso 293 –22 –72 16

M real 673 –22 –53 86

ThyssenKrupp AG 362 –22 –111 103

Unitymedia GmbH 625 –18 –65 113

Lafarge 299 –18 –72 96

Bco Santander Sa 184 –17 –5 32

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

Hannover Ruck Ag 119 3 ... 39

Mediobanca SpA 133 3 ... 24

Axa 136 4 2 45

Nibc Bk 242 5 4 44

Societe Air France 483 5 –21 175

Legal Gen Gp 154 7 3 29

Assicurazioni Generali S p A 138 7 3 36

Dexia Cr Loc 302 10 21 82

Bp 102 11 6 48

Ikb Deutsche Industriebank
Ag 355 14 16 42

Source: Markit Group

BLUE CHIPS � BONDS
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EUROPE NEWS

Köhler suddenly steps down
German president cites lack of respect for office during backlash over Afghanistan remarks

BERLIN—German President
Horst Köhler resigned unexpectedly
Monday, throwing his country into
political confusion, after saying crit-
icism of his views on German mili-
tary deployments abroad had shown
a lack of respect for his office.

The resignation baffled govern-
ment officials because there had
been no sign of pressure on Mr.
Köhler to resign.

Chancellor Angela Merkel’s gov-
erning coalition and left-leaning op-
position parties now have 30 days to
elect a new federal president, a
largely ceremonial role in Germany
but one that can carry considerable
moral authority.

Mr. Köhler said in a short resig-
nation statement that he took excep-
tion to the backlash over an inter-
view he gave to German state radio
on May 22. In the interview, made
after a visit to German troops in Af-
ghanistan, Mr. Köhler said Germans
were coming to understand that “a
country of our size, with this for-
eign-trade orientation and thus
trade dependence, must know that…
in extremis military deployments are
needed to uphold our interests, for
example open trade routes.”

Left-leaning opposition parties
attacked Mr. Köhler for suggesting
Germany should go to war to defend
its business interests—a taboo in a
country where the trauma of World
War II has made even deployments
under a United Nations mandate,
such as Afghanistan, controversial.

The president’s spokesman said
he had been willfully misunderstood,
and that his mention of upholding
“open trade routes” referred to Ger-
many’s naval participation in an-
tipiracy operations off the Horn of
Africa, not to the war in Afghanistan.

On Monday, Mr. Köhler said he
regretted that his radio comments
had been misunderstood, but that
critics had gone too far by accusing
him of advocating wars that would
violate the German constitution.
Such accusations “show a lack of re-
spect for my office,” he said.

The president of the Upper
House of Parliament, Jens Böhrnsen,
will temporarily take over as acting
president. Mr. Böhrnsen is also gov-
ernor of the city-state of Bremen
and a member of the opposition So-
cial Democratic Party.

Despite the upheaval created by

Mr. Köhler’s resignation, it is un-
likely to have an impact on major
questions of German public policy,
such as the war in Afghanistan or
the European economic crisis, say
analysts. Mr. Köhler’s declining in-
fluence in the major national de-
bates may have been the real driver
behind his resignation, says Karl-Ru-
dolf Korte, a professor at Duisburg-
Essen university and one of Ger-
many’s leading political scientists.

The president’s resignation “is
very surprising, but his voice in the
political realm has been waning,”
Prof. Korte said.

Mr. Köhler, a former head of the
International Monetary Fund who
became popular for his broad criti-
cisms of the country’s political class,
was first elected president in 2004
and won a second five-year term in
May 2009. Under Germany’s consti-
tution, an assembly comprising fed-
eral lawmakers and delegates from
Germany’s 16 states elects the coun-
try’s president.

The resignation could add fuel to
a debate about the weakness of po-
litical leadership in the European
Union’s most populous country and
biggest economy. Ms. Merkel is un-
der fire from German lawmakers and
media for her hesitant handling of
the euro zone’s escalating financial
crisis this spring, and analysts say
the chancellor’s risk-averse style of

trying to sit out problems is wearing
thin with German voters.

Only last week, Roland Koch, an-
other leading figure from Ms.
Merkel’s conservative Christian Dem-
ocratic Union, resigned as premier of
the state of Hesse and retired from
active politics. Mr. Koch, unlike Mr.
Köhler, was a divisive figure because
of his aggressive policies for dealing
with immigrants in Germany, but his
retirement prompted Germans to be-
moan the growing blandness of their
political class.

Mr. Köhler is only the second
German federal president to resign,
following Heinrich Lübke in 1969,
who stepped down two months be-
fore his term ended amid failing
health. The normally staid job of
president includes making speeches
on the state of the nation, its ethical
values and its thorny history, but
presidents also can intervene in
practical politics on occasion, in-
cluding by refusing to sign laws.

Mr. Köhler’s most notable deci-
sion was to dissolve Germany’s Par-
liament in 2005, triggering early
elections, which the left-leaning
then-chancellor Gerhard Schröder
narrowly lost to Ms. Merkel.

Ms. Merkel said Monday she had
tried to change Mr. Köhler’s mind. “I
regret this resignation to the ut-
most, but I have told him that I re-
spect this resignation,” she told re-
porters. “I have always worked very
well with Horst Köhler as president.
He was an important adviser, partic-
ularly during the economic and fi-
nancial crisis, thanks to his great in-
ternational experience.”

German Vice-Chancellor Guido
Westerwelle, who is also foreign min-
ister, echoed Ms. Merkel’s remarks. “I
have tried change his mind,” Mr.
Westerwelle said. “But the president
had made his decision. I wholeheart-
edly regret this decision.”

—Andrea Thomas
contributed to this article.

BY MARCUS WALKER

Horst Köhler at the press conference where he announced his resignation

Eu
ro

pe
an

Pr
es

sp
ho

to
A

ge
nc

y

New Treasury
official in U.K.
defends past
expense claims

LONDON—The second-in-com-
mand at the U.K. Treasury Monday
said he hadn’t avoided paying capi-
tal-gains tax on the sale of a London
property in 2007.

Danny Alexander was appointed
chief secretary of the treasury Sat-
urday, after David Laws resigned
over allegations that he had broken
parliamentary rules in claiming as
expenses £40,000 ($57,848) he had
paid his partner in rent and other
housing costs.

That came as a major blow to
the government, which has been in
office for less than three weeks. The
chief secretary will be responsible
for identifying the spending cuts
needed to cut the government’s
huge deficit, starting with an emer-
gency budget due June 22.

But the day after Mr. Alexander’s
appointment, the Daily Telegraph
reported that he had avoided paying
capital-gains tax, or CGT, on the sale
of his former London home by des-
ignating it as his first home for tax
purposes, while claiming expenses
from Parliament on the basis that it
was his second home, his main resi-
dence being in Scotland.

In a statement, Mr. Alexander in-
sisted that he had acted within the
law, which allows home owners to
avoid paying tax on a property if
they sell it within 36 months of it
ceasing to be their only or main
home.

“I sold the Elspeth Road flat in
2007 and moved to another flat but
was advised that CGT was not pay-
able because of the operation of fi-
nal period relief, which exempts
homes from CGT for 36 months af-
ter they stop being the main home,”
Mr. Alexander said.

Capital-gains tax in general is a
pressing issue for the coalition gov-
ernment, which has said it will raise
the rate of taxation to bring it into
line with income tax rates. Capital
gains tax is currently charged at
18%, but the highest rate of income
tax is 50%.

However, the issue appears to di-
vide the two parties that make up
the coalition, with the Liberal Dem-
ocrats favoring the move as a step
toward making the tax system
fairer, while many in the Conserva-
tive Party oppose the move.

BY PAUL HANNON
Horst Köhler
Career highlights

1982: Joins Germany's finance
ministry.

1990: As state secretary, Köhler
negotiates East-West German
monetary union, the withdrawal of
Soviet troops from the GDR and
the Maastrich Treaty's framework
for European monetary union.

1993: President of the German
Savings Bank Association

2000: Appointed managing
director of the International
Monetary Fund

2004: Becomes Germany's
president.

2009: Re-elected for a second
term.

Source: The president's office

Pope sets up Irish abuse panel
ROME—Pope Benedict XVI on

Monday tapped a group of top Cath-
olic officials, including the archbish-
ops of New York and Boston, to lead
a Vatican probe into alleged sex-
abuse cover-ups that have ripped
through the Catholic Church in Ire-
land.

The appointment of the investi-
gators paves the way for the Vatican
to take a more direct role in over-
hauling the Irish Church, which has
been rocked by government reports
that faulted local church officials for
covering up decades of sexual abuse
and rape within local dioceses and
schools run by religious orders.

The move comes as Pope Bene-
dict is under pressure to crack down

on Roman Catholic bishops across
Europe who either failed to
promptly report abuse or, in some
cases, committed acts of abuse
themselves.

Separately Monday, the Vatican
said the pope had accepted the res-
ignation of Irish-born Archbishop
Richard Burke, 61, as head of the Di-
ocese of Benin City in Nigeria. For
more than a year, Archbishop Burke
has faced allegations that he began
a sexual relationship with a woman
when she was 14 years old. The Vat-
ican’s one-line statement cited a
section of canon law used to dismiss
bishops deemed unfit for service
without elaborating on the reasons
behind the bishop’s departure.

In a statement Monday, Arch-
bishop Burke apologized for having

sexual relations with the woman,
breaking his oath of celibacy. How-
ever, Archbishop Burke denied the
relationship began when she was a
minor. “She and I had a caring rela-
tionship that began in the latter
part of 1989, when she was 21 and I
was 40,” Archbishop Burke said.
“This was entirely inappropriate be-
havior and it is something for which
I am truly sorry.”

Pope Benedict has faced criti-
cism that he hasn’t moved fast
enough to address the abuse crisis.
Since his election in 2005, the pope
has met with victims and stripped
abusive priests of their ministries.

The pope first announced the
Irish investigation, known as a “visi-
tation,” in a March letter of apology
that he wrote to Ireland’s Catholics.
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Andfs. Espanya EU EQ AND 05/28 EUR 11.03 -20.7 1.9 -16.0
Andfs. Estats Units US EQ AND 05/28 USD 14.19 -5.5 16.1 -13.3
Andfs. Europa EU EQ AND 05/28 EUR 6.95 -11.4 6.2 -15.7
Andfs. Franca EU EQ AND 05/28 EUR 8.60 -11.7 5.0 -16.9
Andfs. Japo JP EQ AND 05/28 JPY 483.52 -5.4 4.6 -16.9
Andfs. Plus Dollars US BA AND 05/28 USD 9.21 -2.5 8.9 -6.0
Andfs. RF Dolars US BD AND 05/28 USD 11.57 1.2 10.4 0.8
Andfs. RF Euros EU BD AND 05/28 EUR 10.93 1.0 15.4 0.7
Andorfons EU BD AND 05/28 EUR 14.62 0.8 15.6 -0.6
Andorfons Alternative Premium OT OT AND 03/31 EUR 99.81 0.8 7.6 -5.9
Andorfons Mix 30 EU BA AND 05/28 EUR 9.47 -1.0 15.3 -7.1
Andorfons Mix 60 EU BA AND 05/28 EUR 8.95 -3.4 14.0 -13.6

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 05/07 USD 323590.57 17.9 121.2 16.4

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT OT LUX 05/31 EUR 9.24 0.8 -2.0 -3.1
DJE-Absolut P GL EQ LUX 05/31 EUR 207.18 1.2 12.7 -6.4
DJE-Alpha Glbl P EU BA LUX 05/31 EUR 173.54 -2.6 8.1 -6.1
DJE-Div& Substanz P GL EQ LUX 05/31 EUR 217.13 1.0 16.7 -3.5
DJE-Gold&Resourc P OT EQ LUX 05/31 EUR 192.90 13.2 26.8 1.2
DJE-Renten Glbl P EU BD LUX 05/31 EUR 135.52 3.8 9.8 5.8
LuxPro-Dragon I AS EQ LUX 05/31 EUR 148.07 -6.3 17.4 0.2
LuxPro-Dragon P AS EQ LUX 05/31 EUR 143.78 -6.5 16.8 -0.3
LuxTopic-Aktien Europa EU EQ LUX 05/31 EUR 16.45 -7.1 9.2 -3.4
LuxTopic-Pacific AS EQ LUX 05/31 EUR 18.40 12.3 45.8 -0.2

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com

n HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 12/31 USD 350.10 42.6 42.6 6.0
Sel Emerg Mkt Equity GL EQ GGY 12/31 USD 207.66 58.5 58.5 -12.4
Sel Euro Equity EUR US EQ GGY 12/31 EUR 96.29 29.2 29.2 -18.8
Sel European Equity EU EQ GGY 12/31 USD 181.94 32.3 32.3 -19.9
Sel Glob Equity GL EQ GGY 12/31 USD 189.25 31.8 31.8 -16.8
Sel Glob Fxd Inc GL BD GGY 12/31 USD 143.46 11.2 11.2 -1.1
Sel Pacific Equity AS EQ GGY 12/31 USD 143.75 59.0 59.0 -9.7
Sel US Equity US EQ GGY 12/31 USD 123.56 22.6 22.6 -14.9
Sel US Sm Cap Eq US EQ GGY 12/31 USD 168.82 29.1 29.1 -14.5

n HSBC TRINKAUS INVESTMENT MANAGERS SA
E-Mail: funds@hsbctrinkaus.lu Telephone: 352 - 47 18471
Prosperity Return Fund A JP BD LUX 05/31 JPY 10016.21 1.0 NS NS
Prosperity Return Fund B EU BD LUX 05/31 JPY 9097.09 -8.0 NS NS
Prosperity Return Fund C EU BD LUX 05/31 USD 89.44 -7.3 NS NS
Prosperity Return Fund D EU BD LUX 05/31 EUR 107.50 10.1 NS NS
Renaissance Hgh Grade Bd A JP BD LUX 05/31 JPY 10002.59 1.1 NS NS
Renaissance Hgh Grade Bd B EU BD LUX 05/31 JPY 9021.85 -8.5 NS NS
Renaissance Hgh Grade Bd C EU BD LUX 05/31 USD 88.11 -7.8 NS NS
Renaissance Hgh Grade Bd D EU BD LUX 05/31 EUR 104.69 7.5 NS NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 05/28 EUR 21.87 -10.1 -6.6 -36.7
MP-TURKEY.SI OT OT SVN 05/28 EUR 40.13 15.6 63.1 7.4

n PAREX ASSET MANAGEMENT IPAS
Republikas square 2a, Riga, LV-1522, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Eastern Europ Bal OT OT LVA 05/29 EUR 14.33 7.2 32.4 1.4
Parex Eastern Europ Bd EU BD LVA 05/29 USD 15.82 8.1 37.2 5.8
Parex Russian Eq EE EQ LVA 05/29 USD 20.21 3.5 29.8 -21.4

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
Pictet-Agriculture-P EUR OT OT LUX 05/28 EUR 125.28 3.3 25.3 NS
Pictet-Asian Eq (ExJpn)-I USD OT OT LUX 05/31 USD 160.40 -8.5 15.5 -13.3
Pictet-Asian Eq (ExJpn)-P USD OT OT LUX 05/31 USD 152.12 -8.8 14.6 -14.1
Pictet-Biotech-P USD OT OT LUX 05/28 USD 257.52 -9.0 1.5 -11.3
Pictet-CHF Liquidity-P OT OT LUX 05/28 CHF 124.19 0.0 0.1 0.5
Pictet-CHF Liquidity-Pdy OT OT LUX 05/28 CHF 93.38 0.0 0.1 0.5
Pictet-Conv. Bonds-P EUR OT OT LUX 05/28 EUR 101.46 NS NS NS
Pictet-Digital Comm-P USD OT EQ LUX 05/28 USD 114.84 -1.7 24.0 -3.5
Pictet-Eastern Europe-P EUR EU EQ LUX 05/28 EUR 356.46 13.4 63.6 -10.9
Pictet-Emerging Markets-P USD GL EQ LUX 05/31 USD 485.55 -9.0 21.1 -17.1
Pictet-Eu Equities Sel-P EUR EU EQ LUX 05/28 EUR 399.43 -2.1 18.1 -13.0
Pictet-EUR Bonds-P EU BD LUX 05/28 EUR 398.55 3.7 8.2 5.7
Pictet-EUR Bonds-Pdy EU BD LUX 05/28 EUR 292.26 3.7 8.2 5.7
Pictet-EUR Corporate Bonds-P EU BD LUX 05/28 EUR 151.73 2.6 14.4 7.9
Pictet-EUR Corporate Bonds-Pdy EU BD LUX 05/28 EUR 102.86 2.6 14.4 7.9

Pictet-EUR High Yield-P EU BD LUX 05/28 EUR 152.32 4.2 34.6 4.1
Pictet-EUR High Yield-Pdy EU BD LUX 05/28 EUR 83.49 4.2 34.6 4.1
Pictet-EUR Liquidity-P EU MM LUX 05/28 EUR 136.05 0.1 0.4 1.5
Pictet-EUR Liquidity-Pdy EU MM LUX 05/28 EUR 96.73 0.1 0.4 1.6
Pictet-EUR Sovereign Liq-P OT OT LUX 05/28 EUR 102.42 0.0 0.1 NS
Pictet-EUR Sovereign Liq-Pdy OT OT LUX 05/28 EUR 99.93 0.0 0.1 NS
Pictet-Europe Index-P EUR EU EQ LUX 05/28 EUR 98.92 -2.1 20.0 -10.1
Pictet-European Sust Eq-P EUR EU EQ LUX 05/28 EUR 130.77 -1.7 20.8 -10.1
Pictet-Glo Emerging Debt-P USD GL BD LUX 05/28 USD 249.13 2.4 16.7 10.9
Pictet-Glo Emerging Debt-Pdy USD GL BD LUX 05/28 USD 161.80 2.4 16.7 10.9
Pictet-Greater China-P USD AS EQ LUX 05/31 USD 315.53 -10.1 12.1 -9.2
Pictet-Indian Equities-P USD EA EQ LUX 05/31 USD 354.22 -1.8 23.8 -3.2
Pictet-Japan Index-P JPY JP EQ LUX 05/31 JPY 8609.87 -3.1 -0.6 -20.4
Pictet-Japanese Eq 130/30-P JPY JP EQ LUX 05/31 JPY 4367.43 -1.1 4.9 -19.2
Pictet-Japanese Eq Sel-I JPY JP EQ LUX 05/31 JPY 7598.63 -1.9 1.1 -23.0
Pictet-Japanese Eq Sel-P JPY JP EQ LUX 05/31 JPY 7350.50 -2.2 0.4 -23.5
Pictet-MENA-P USD OT OT LUX 05/30 USD 45.90 2.4 NS NS
Pictet-Pac (ExJpn) Idx-P USD AS EQ LUX 05/31 USD 243.29 -10.9 22.7 -10.7
Pictet-Piclife-P CHF CH BA LUX 05/28 CHF 802.44 1.4 12.4 -0.1
Pictet-Premium Brands-P EUR OT EQ LUX 05/28 EUR 75.70 15.9 54.6 5.5
Pictet-Russian Equities-P USD OT OT LUX 05/28 USD 63.65 -1.2 45.7 -22.1
Pictet-Security-P USD GL EQ LUX 05/28 USD 98.96 -0.6 22.5 -0.7
Pictet-Small Cap Europe-P EUR EU EQ LUX 05/28 EUR 466.48 3.0 26.4 -9.2
Pictet-Timber-P USD OT OT LUX 05/28 USD 101.88 -4.4 27.7 NS
Pictet-USA Index-P USD US EQ LUX 05/28 USD 88.93 -1.9 21.4 -10.3
Pictet-USD Government Bonds-P US BD LUX 05/28 USD 526.85 3.7 5.0 5.2
Pictet-USD Government Bonds-Pdy US BD LUX 05/28 USD 376.71 3.7 5.0 5.2
Pictet-USD Liquidity-P US MM LUX 05/27 USD 131.00 0.0 0.2 0.9
Pictet-USD Liquidity-Pdy US MM LUX 05/27 USD 84.83 0.0 0.2 0.9
Pictet-USD Sovereign Liq-P OT OT LUX 05/27 USD 101.54 0.0 0.0 NS
Pictet-USD Sovereign Liq-Pdy OT OT LUX 05/27 USD 100.04 0.0 0.0 NS
Pictet-Water-P EUR GL EQ LUX 05/28 EUR 134.75 8.7 29.2 -2.9
Pictet-World Gvt Bonds-P USD GL BD LUX 05/31 USD 161.45 -2.2 1.2 2.8
Pictet-World Gvt Bonds-Pdy USD GL BD LUX 05/31 USD 130.92 -2.2 1.2 2.8

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 05/28 USD 13.55 0.7 33.9 0.3
Japan Fund USD JP EQ IRL 05/28 USD 16.44 3.5 10.7 -0.3
Polar Healthcare Class I USD OT OT IRL 05/28 USD 12.18 -5.8 17.6 NS
Polar Healthcare Class R USD OT OT IRL 05/28 USD 12.15 -5.9 17.2 NS

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 04/30 USD 115.61 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 04/30 USD 11.31 35.9 -24.7 -17.9
Europn Conviction USD B EU EQ CYM 04/30 USD 136.77 -0.4 7.4 7.4
Europn Forager USD B OT OT CYM 04/30 USD 230.77 3.1 24.5 4.7
Latin America USD A GL EQ CYM 06/30 USD 14.25 2.2 -4.7 14.7
Paragon Limited USD A OT OT CYM 12/31 USD 309.60 12.7 12.7 14.2
UK Fund USD A OT OT CYM 04/30 USD 187.82 2.1 6.9 5.4

n PT CIPTADANA ASSET MANAGEMENT
Tel: +6221 25574 883 Fax: +6221 25574 893 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 05/26 USD 131.69 3.4 54.6 2.9

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 05/28 EUR 650.35 -8.1 12.0 -14.2
Core Eurozone Eq B EU EQ IRL 05/28 EUR 770.47 -7.4 13.1 -13.1
Euro Fixed Income A EU BD IRL 05/28 EUR 1317.45 5.8 16.3 3.9
Euro Fixed Income B EU BD IRL 05/28 EUR 1410.16 6.1 17.0 4.5
Euro Small Cap A EU EQ IRL 05/28 EUR 1239.05 3.2 27.7 -11.0
Euro Small Cap B EU EQ IRL 05/28 EUR 1330.46 3.4 28.5 -10.5
Eurozone Agg Eq A EU EQ IRL 05/28 EUR 639.73 -2.5 19.6 -12.0
Eurozone Agg Eq B EU EQ IRL 05/28 EUR 921.60 -2.2 20.3 -11.5
Glbl Bd (EuroHdg) A GL BD IRL 05/28 EUR 1452.65 5.6 18.1 6.6
Glbl Bd (EuroHdg) B GL BD IRL 05/28 EUR 1545.62 5.9 18.8 7.3
Glbl Bd A EU BD IRL 05/28 EUR 1286.67 16.4 27.9 15.3
Glbl Bd B EU BD IRL 05/28 EUR 1373.64 16.7 28.7 16.1
Glbl Real Estate A OT EQ IRL 05/28 USD 866.42 -3.4 29.1 -17.0
Glbl Real Estate B OT EQ IRL 05/28 USD 895.41 -3.1 29.9 -16.5
Glbl Real Estate EH-A OT EQ IRL 05/28 EUR 793.39 -1.4 27.8 -16.2
Glbl Real Estate SH-B OT EQ IRL 05/28 GBP 74.88 -1.1 28.9 -16.2
Glbl Strategic Yield A EU BD IRL 05/28 EUR 1654.67 3.0 26.4 5.0
Glbl Strategic Yield B EU BD IRL 05/28 EUR 1774.88 3.2 27.1 5.6
Japan Equity A JP EQ IRL 05/28 JPY 11178.30 -3.9 -1.2 -18.4
Japan Equity B JP EQ IRL 05/28 JPY 11943.55 -3.7 -0.6 -17.9
PacBasn (Ex-Jap) Eq A AS EQ IRL 05/28 USD 2097.72 -8.2 25.0 -6.9
PacBasn (Ex-Jap) Eq B AS EQ IRL 05/28 USD 2244.24 -8.0 25.8 -6.3
Pan European Eq A EU EQ IRL 05/28 EUR 948.51 -1.5 22.3 -10.9
Pan European Eq B EU EQ IRL 05/28 EUR 1013.41 -1.2 23.0 -10.4
US Equity A US EQ IRL 05/28 USD 849.63 -2.6 20.4 -12.1
US Equity B US EQ IRL 05/28 USD 911.87 -2.4 21.1 -11.5
US Small Cap A US EQ IRL 05/28 USD 1360.06 5.5 32.3 -8.5
US Small Cap B US EQ IRL 05/28 USD 1460.62 5.8 33.1 -7.9

n SEB ASSET MANAGEMENT S.A.
www.seb.se
Asset Sele Opp C EUR OT OT NA 05/28 EUR 98.56 -0.5 NS NS

n SEB Fund 1
Asset Sele C EUR OT OT LUX 05/28 EUR 13.83 -0.3 1.5 8.4
Asset Sele C H-CHF OT OT LUX 05/28 CHF 95.87 -0.4 1.1 NS
Asset Sele C H-GBP OT OT LUX 05/28 GBP 97.31 -0.1 2.1 NS
Asset Sele C H-JPY OT OT LUX 05/28 JPY 9663.05 0.0 1.5 NS
Asset Sele C H-NOK OT OT LUX 05/28 NOK 111.46 0.2 2.2 NS
Asset Sele C H-SEK OT OT LUX 05/28 SEK 138.52 -0.4 1.2 8.7

Asset Sele C H-USD OT OT LUX 05/28 USD 97.16 -0.2 1.8 NS
Asset Sele CG-EUR OT OT LUX 05/28 GBP 97.96 -1.0 NS NS
Asset Sele D H-SEK OT OT LUX 05/28 SEK 127.76 -0.4 1.2 NS
Choice Global Value -C- GL EQ LUX 05/28 SEK 77.59 0.7 20.4 -13.0
Choice Global Value -D- OT OT LUX 05/28 SEK 72.37 0.7 20.5 -13.0
Choice Global Value -I- OT OT LUX 05/28 EUR 7.14 6.3 33.6 -14.0
Choice Japan Fd -C- OT OT LUX 05/28 JPY 46.36 -1.1 -2.2 -18.9
Choice Japan Fd -D- OT OT LUX 05/28 JPY 41.51 -1.1 -2.2 -18.9
Choice Jpn Chance/Risk -C- OT OT LUX 05/28 JPY 47.16 -7.4 -0.9 -23.5
Choice NthAmChance/Risk -C- OT OT LUX 05/28 USD 3.84 -2.2 20.7 -13.8
Ethical Europe Fd -C- OT OT LUX 05/28 EUR 1.91 -2.4 18.2 -15.4
Europe Fund -C- OT OT LUX 05/28 EUR 2.79 -1.2 20.5 -14.3
Europe Fund -D- OT OT LUX 05/28 EUR 1.49 -1.2 NS NS
Europe Index Fund -C- OT OT LUX 05/28 EUR 3.97 -2.3 17.9 -15.5
Global Chance/Risk Fd -C- OT OT LUX 05/28 EUR 0.65 8.3 32.7 -5.0
Global Fd -C- OT OT LUX 05/28 USD 2.01 -5.9 15.6 -15.9
Global Fd -D- OT OT LUX 05/28 USD 1.25 -5.9 15.7 NS
Nordic Fd -C- OT OT LUX 05/28 EUR 6.07 2.3 19.9 -5.7

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 05/28 USD 6.87 -7.0 17.6 -7.4
Choice Asia ex. Japan -D- OT OT LUX 05/28 USD 1.21 -7.0 17.6 NS
Currency Alpha EUR -IC- OT OT LUX 05/28 EUR 10.28 -0.2 -2.8 -0.9
Currency Alpha EUR -RC- OT OT LUX 05/28 EUR 10.17 -0.3 -3.3 -1.4
Currency Alpha SEK -ID- OT OT LUX 05/28 SEK 91.85 -0.1 -3.0 -3.0
Currency Alpha SEK -RC- OT OT LUX 05/28 SEK 98.41 -0.3 -3.3 -1.4
Generation Fd 80 -C- OT OT LUX 05/28 SEK 8.17 3.2 18.6 -3.9
Nordic Focus SH A OT OT LUX 05/28 EUR 84.82 5.1 37.0 -4.1
Nordic Focus SH B OT OT LUX 05/28 SEK 87.75 5.1 37.0 -4.1
Nordic Focus SH C OT OT LUX 05/28 NOK 83.97 5.1 37.0 -4.1
Russia Fd -C- OT OT LUX 05/28 EUR 10.06 13.8 61.9 -9.2

n SEB Fund 3
Ethical Glbl Index Fd -D- OT OT LUX 05/28 USD 0.72 -12.7 9.9 -15.5
Ethical Glbl lndex Fd -C- OT OT LUX 05/28 USD 0.74 -2.8 14.7 NS
Ethical Sweden Fd -D- OT OT LUX 05/28 SEK 42.90 3.9 29.9 2.1
Index Linked Bd Fd SEK -D- OT OT LUX 05/28 SEK 13.37 4.0 10.1 5.4
Medical Fd -D- OT OT LUX 05/28 USD 3.00 -9.9 12.1 -6.6
Short Medium Bd Fd SEK -D- OT OT LUX 05/28 SEK 8.56 0.0 0.2 1.3
Technology Fd -C- OT OT LUX 05/28 USD 0.20 -4.5 NS NS
Technology Fd -D- OT OT LUX 05/28 USD 2.41 -4.5 26.0 -5.1
U.S. Index Fd -C- OT OT LUX 05/28 USD 1.80 -1.7 24.3 -10.4
U.S. Index Fd -D- OT OT LUX 05/28 USD 1.78 -2.6 23.1 -10.8
World Fd -C- OT OT LUX 05/28 USD 26.82 -5.8 NS NS
World Fd -D- OT OT LUX 05/28 USD 2.00 -7.4 14.1 -12.6

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 05/28 EUR 1.27 -0.1 -0.2 0.2
Short Bond Fd EUR -D- OT OT LUX 05/28 EUR 0.49 -1.3 -1.4 NS
Short Bond Fd SEK -C- OT OT LUX 05/28 SEK 21.96 0.0 0.5 1.5
Short Bond Fd SEK HNWC OT OT LUX 05/28 SEK 11.11 0.1 NS NS
Short Bond Fd SEK HNWD OT OT LUX 05/28 SEK 9.95 -1.9 NS NS
Short Bond Fd USD -C- OT OT LUX 05/28 USD 2.48 -0.4 -0.7 0.1

n SEB Fund 5
Bond Fd SEK -C- NO BD LUX 05/28 SEK 43.97 2.6 6.1 7.6
Bond Fd SEK -D- NO BD LUX 05/28 SEK 12.32 -1.1 2.4 5.8
Bond Fd SEK HNWD OT OT LUX 05/28 SEK 8.93 2.7 NS NS
Corp. Bond Fd EUR -C- EU BD LUX 05/28 EUR 1.30 2.8 15.9 5.1
Corp. Bond Fd EUR -D- EU BD LUX 05/28 EUR 0.97 3.1 16.3 5.1
Corp. Bond Fd SEK -C- NO BD LUX 05/28 SEK 13.02 3.5 18.5 3.5
Corp. Bond Fd SEK -D- NO BD LUX 05/28 SEK 9.48 3.5 18.5 3.6
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 05/28 EUR 105.83 5.9 10.5 6.4
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 05/28 EUR 115.15 5.7 10.1 8.5
Flexible Bond Fd -C- NO BD LUX 05/28 SEK 21.33 -0.1 0.6 3.4
Flexible Bond Fd -D- NO BD LUX 05/28 SEK 11.32 -0.1 0.6 3.4

n SEB Sicav 1
Choice Emerging Mkts Fd -C- OT OT LUX 05/28 USD 2.43 -9.0 18.4 -11.8
Eastern Europe exRussia Fd -C- OT OT LUX 05/28 EUR 2.71 3.0 36.0 -11.0

n SEB Sicav 2
Choice Asia SmCap exJpn -C- OT OT LUX 05/28 SEK 32.00 -0.5 27.1 7.1
Eastern Europe SmCap Fd -C- OT OT LUX 05/28 EUR 3.11 14.3 64.3 -5.5
Europe Chance/Risk Fd -C- OT OT LUX 05/28 EUR 1029.72 -0.7 21.0 -16.3
Listed Private Equity -C- OT OT LUX 05/28 EUR 145.27 12.8 49.4 NS
Listed Private Equity -IC- OT OT LUX 05/28 EUR 88.40 16.1 61.5 NS
Listed Private Equity -ID- OT OT LUX 05/28 EUR 84.55 16.0 60.8 NS
Nordic Small Cap -C- OT OT LUX 05/28 EUR 139.85 3.8 NS NS
Nordic Small Cap -IC- OT OT LUX 05/28 EUR 140.58 4.0 NS NS

n SEB Sicav 3
Asset Sele Defensive EUR -C- OT OT LUX 05/28 EUR 98.76 -1.0 NS NS
Asset Sele Defensive GBP -D- OT OT LUX 05/28 GBP 97.96 -1.0 NS NS
Asset Sele Defensive SEK -A- OT OT LUX 05/28 SEK 77.46 -1.0 -0.9 -14.4
Asset Sele Defensive SEK -C- OT OT LUX 05/28 SEK 98.71 -1.0 NS NS
Asset Sele Defensive SEK -D- OT OT LUX 05/28 SEK 69.29 -1.0 -0.9 -14.4
Asset Sele Defensive USD -C- OT OT LUX 05/28 USD 100.03 -0.9 NS NS
Asset Sele Opp C H NOK OT OT LUX 05/28 NOK 102.15 -0.1 NS NS
Asset Sele Opp C H SEK OT OT LUX 05/28 SEK 100.12 -0.8 NS NS
Asset Sele Opp D GBP OT OT LUX 05/28 GBP 95.94 -0.1 NS NS
Asset Sele Opp IC EUR OT OT LUX 05/28 EUR 101.37 -0.5 NS NS
Asset Sele Opp ID H GBP OT OT LUX 05/28 GBP 101.58 -0.1 NS NS
Asset Sele Opp ID H SEK OT OT LUX 05/28 SEK 100.75 -0.7 NS NS
Asset Sele Original C EUR OT OT LUX 05/28 EUR 101.35 0.0 NS NS
Asset Sele Original D GBP OT OT LUX 05/28 GBP 102.02 0.1 NS NS
Asset Sele Original ID GBP OT OT LUX 05/28 GBP 101.63 0.1 NS NS

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
A company of Amundi Group
Bonds ConvEurope A OT OT LUX 05/28 EUR 31.26 5.4 14.3 2.8
Bonds Eur Corp A OT OT LUX 05/28 EUR 23.25 0.4 7.8 3.2
Bonds Eur Hi Yld A OT OT LUX 05/28 EUR 21.14 2.0 29.0 1.7
Bonds EURO A OT OT LUX 05/28 EUR 42.04 2.4 6.8 6.7
Bonds Europe A OT OT LUX 05/28 EUR 40.15 2.6 6.0 6.4
Bonds US MtgBkSec A OT OT LUX 04/29 USD 24.41 -4.7 11.9 0.0
Bonds World A OT OT LUX 05/28 USD 41.05 -2.5 3.9 2.2
Eq. AsiaPac Dual Strategies A OT OT LUX 05/31 USD 9.39 -10.0 19.8 -10.9
Eq. China A OT OT LUX 05/31 USD 21.18 -12.6 11.2 -9.6
Eq. Concentrated Euroland A OT OT LUX 05/28 EUR 84.11 -9.5 1.5 -17.0
Eq. ConcentratedEuropeA OT OT LUX 05/28 EUR 25.94 -3.8 12.9 -13.5
Eq. Emerging Europe A OT OT LUX 05/27 EUR 26.08 10.7 49.6 -18.6
Eq. Equities Global Energy OT OT LUX 05/28 USD 15.43 -13.4 0.7 -26.2
Eq. Euroland A OT OT LUX 05/28 EUR 9.99 -7.8 7.3 -16.9
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 -45.7 -33.8
Eq. Euroland Small Cap A OT OT LUX 05/27 EUR 140.27 -0.6 24.4 -9.9
Eq. EurolandCyclclsA OT OT LUX 05/28 EUR 17.79 0.4 16.1 -11.1
Eq. EurolandFinancialA OT OT LUX 05/28 EUR 9.41 -16.6 -1.2 -22.1
Eq. Glbl Emg Cty A OT OT LUX 05/28 USD 8.25 -14.8 2.8 -20.6
Eq. Global A OT OT LUX 05/28 USD 25.99 -6.7 16.2 -14.5
Eq. Global Resources A OT OT LUX 05/27 USD 104.88 -4.0 17.6 -17.0
Eq. Gold Mines A OT OT LUX 05/28 USD 32.52 7.3 21.7 3.3
Eq. India A OT OT LUX 05/28 USD 125.67 -3.9 18.4 -4.4
Eq. Japan CoreAlpha A OT OT LUX 05/28 JPY 7374.58 1.7 0.8 -10.4
Eq. Japan Sm Cap A OT OT LUX 05/31 JPY 1051.22 -3.2 7.8 -13.5
Eq. Japan Target A OT OT LUX 05/31 JPY 1645.19 0.5 -3.7 -9.2
Eq. Latin America A OT OT LUX 05/27 USD 102.88 -11.5 26.6 -18.1
Eq. US ConcenCore A OT OT LUX 05/28 USD 21.50 -4.9 16.0 -7.1
Eq. US Focused A OT OT LUX 05/28 USD 15.25 -3.9 13.2 -19.9
Eq. US Lg Cap Gr A OT OT LUX 05/27 USD 14.63 -4.1 17.9 -14.7
Eq. US Mid Cap A OT OT LUX 05/28 USD 31.01 3.8 36.3 -9.7
Eq. US Multi Strg A OT OT LUX 05/27 USD 21.01 -1.2 23.5 -13.4
Eq. US Rel Val A OT OT LUX 05/28 USD 20.15 -2.2 23.3 -14.2
Eq. US Sm Cap Val A OT OT LUX 05/28 USD 16.29 2.1 27.2 -16.6
Money Market EURO A OT OT LUX 05/27 EUR 27.43 0.1 0.4 1.9
Money Market USD A OT OT LUX 05/27 USD 15.84 0.1 0.2 1.0

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 05/20 USD 913.74 -4.9 -1.9 -29.4
MENA Special Sits Fund OT OT BMU 04/30 USD 1169.24 6.5 18.0 NS
UAE Blue Chip Fund OT OT ARE 05/20 AED 5.22 -2.1 -0.2 -34.7

n YUKI INTERNATIONAL LIMITED
Tel +44-207-269-0203 www.yukifunds.com

n YMR-N Series
YMR-N Growth Fund OT OT IRL 05/28 JPY 8814.00 -6.8 2.2 -20.5
YMR-N Small Cap Fund OT OT IRL 05/28 JPY 6529.00 -6.9 5.2 -18.7

n Yuki 77 Series
Yuki 77 General JP EQ IRL 05/28 JPY 5630.00 -8.5 -9.2 -24.5

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 05/28 JPY 6397.00 -6.3 -1.0 -20.3
Yuki Chugoku JpnLowP JP EQ IRL 05/28 JPY 7831.00 3.8 -2.3 -17.2

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 05/28 JPY 4359.00 -6.7 -3.2 -25.3
Yuki Hokuyo Jpn Inc JP EQ IRL 05/28 JPY 5024.00 -4.3 -2.8 -20.3
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 05/28 JPY 4737.00 -7.2 3.8 -18.6

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 05/28 JPY 4122.00 -6.7 -3.1 -27.3
Yuki Mizuho Jpn Dyn Gro OT OT IRL 05/28 JPY 4347.00 -6.8 -1.1 -27.5
Yuki Mizuho Jpn Exc 100 OT OT IRL 05/28 JPY 6401.00 -8.2 0.9 -23.1
Yuki Mizuho Jpn Gen OT OT IRL 05/28 JPY 8208.00 -4.7 -1.5 -20.1
Yuki Mizuho Jpn Gro OT OT IRL 05/28 JPY 5905.00 -7.1 -5.1 -22.2
Yuki Mizuho Jpn Inc OT OT IRL 05/28 JPY 7372.00 -3.4 -3.9 -22.0
Yuki Mizuho Jpn Lg Cap OT OT IRL 05/28 JPY 4850.00 -6.5 -3.3 -21.9
Yuki Mizuho Jpn LowP OT OT IRL 05/28 JPY 11420.00 -1.2 -1.0 -14.7
Yuki Mizuho Jpn PGth OT OT IRL 05/28 JPY 7258.00 -8.8 -5.5 -25.2
Yuki Mizuho Jpn SmCp OT OT IRL 05/28 JPY 6729.00 -5.7 9.4 -17.8
Yuki Mizuho Jpn Val Sel OT OT IRL 05/28 JPY 5384.00 -4.7 -1.5 -19.2
Yuki Mizuho Jpn YoungCo OT OT IRL 05/28 JPY 2490.00 -8.7 -1.7 -26.6

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 05/28 JPY 5172.00 -4.6 -1.7 -21.2

Advertisement [ INTERNATIONAL INVESTMENT FUNDS www.wsj.com/funddata ] Advertisement

Advertisement [ ALTERNATIVE INVESTMENT FUNDS www.wsj.com/funddata ] Advertisement

12-month and 2-year returns may be calculated over 11- and 23-month periods
pending receipt and publication of the last month end price.
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n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Convertible Bond Fund I, Ltd. (Class A) OT OT VGB 04/30 USD 2044.47 20.9 78.3 NS

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 04/30 EUR 102.18 1.1 5.3 -9.6

D'Auriol Opp F3 EUR EU MM CYM 03/31 EUR 970.17 -1.9 -1.8 -13.3

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 03/12 USD 963.12 4.5 105.6 -23.2

n HORSEMAN CAPITAL MANAGEMENT LTD.
T: +44(0)20 7838 7580, F: +44(0) 20 7838 7590, www.horsemancapital.com
Horseman EmMkt Opp EUR GL EQ GBR 12/31 EUR 165.42 -23.0 -23.0 -5.5

Horseman EmMkt Opp USD GL EQ USA 12/31 USD 165.72 -24.5 -24.5 -7.0

Horseman EurSelLtd EUR EU EQ GBR 04/30 EUR 203.33 4.2 7.7 1.7

Horseman EurSelLtd USD EU EQ GBR 04/30 USD 210.46 4.3 7.1 1.1

Horseman Glbl Ltd EUR GL EQ CYM 04/30 USD 362.75 -2.2 -16.4 -4.9

Horseman Glbl Ltd USD GL EQ CYM 04/30 USD 362.75 -2.2 -16.4 -4.9

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Absolute Companies
Global Absolute OT OT GGY 03/31 GBP 1.11 2.9 16.5 0.6

Global Absolute EUR OT OT NA 03/31 EUR 1.60 2.8 14.2 NS

Global Absolute USD OT OT GGY 03/31 USD 2.05 2.8 15.2 0.3

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 05/21 EUR 92.48 0.8 21.0 -9.9

Special Opp Inst EUR OT OT CYM 05/21 EUR 87.61 1.0 21.8 -9.4

Special Opp Inst USD OT OT CYM 05/21 USD 99.52 1.0 22.4 -7.5

Special Opp USD OT OT CYM 05/21 USD 97.20 0.7 21.6 -8.1

n HSBC Portfolio Selection Fund
GH Fund AP OT OT JEY 05/22 EUR 123.47 1.9 -14.8 -2.1

GH Fund CHF Hdg OT OT JEY 05/21 CHF 111.21 0.4 8.8 NS

GH Fund EUR Hdg (Non-V) OT OT JEY 05/22 EUR 111.63 1.6 -17.0 -4.5

GH Fund GBP Hdg OT OT JEY 05/21 GBP 132.94 0.6 9.5 NS

GH Fund Inst USD OT OT JEY 05/21 USD 112.75 0.9 10.4 -2.3

GH FUND S EUR OT OT CYM 05/21 EUR 129.49 1.1 10.8 -3.2

GH FUND S GBP OT OT JEY 05/21 GBP 134.24 1.2 10.6 -3.1

GH Fund S USD OT OT CYM 05/21 USD 151.87 1.1 11.0 -1.8

GH Fund USD OT OT GGY 05/21 USD 275.29 0.6 9.6 NS

Hedge Investments OT OT JEY 05/21 USD 141.08 NS 10.2 NS

Leverage GH USD OT OT GGY 04/30 USD 126.22 4.8 27.8 -7.1

MultiAdv Arb CHF Hdg OT OT JEY 05/21 CHF 96.78 2.3 11.0 NS

MultiAdv Arb EUR Hdg OT OT JEY 05/21 EUR 105.70 2.7 12.1 NS

MultiAdv Arb GBP Hdg OT OT JEY 05/21 GBP 113.97 2.7 11.8 NS

MultiAdv Arb S EUR OT OT CYM 05/21 EUR 113.62 3.2 13.5 -4.6

MultiAdv Arb S GBP OT OT CYM 05/21 GBP 118.91 3.1 13.5 -4.7

MultiAdv Arb S USD OT OT CYM 05/21 USD 129.67 3.0 13.6 -3.2

MultiAdv Arb USD OT OT GGY 04/30 USD 201.59 3.9 15.6 -3.1

n HSBC Uni-folio
Asian AdbantEdge EUR OT OT JEY 05/21 EUR 98.25 -1.0 4.3 -6.6

Asian AdvantEdge OT OT JEY 05/21 USD 181.29 -0.8 5.3 NS

Emerg AdvantEdge OT OT JEY 05/21 USD 161.66 -3.4 4.6 NS

Emerg AdvantEdge EUR OT OT JEY 05/21 EUR 89.79 -3.7 4.2 -10.8

Europ AdvantEdge EUR OT OT JEY 05/21 EUR 132.62 0.0 10.3 NS

Europ AdvantEdge USD OT OT JEY 05/21 USD 141.01 0.0 10.8 NS

Real AdvantEdge EUR OT OT NA 05/21 EUR 103.84 -4.0 0.2 NS

Real AdvantEdge USD OT OT NA 05/21 USD 104.18 -3.8 0.6 NS

Trading Adv JPY OT OT NA 05/21 JPY 9626.19 4.3 -0.3 NS

Trading AdvantEdge OT OT GGY 05/21 USD 145.43 3.7 -0.9 NS

Trading AdvantEdge EUR OT OT GGY 05/21 EUR 131.83 3.5 -1.2 NS

Trading AdvantEdge GBP OT OT GGY 05/21 GBP 139.75 3.8 -0.8 NS

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 05/21 USD 353.15 -4.2 44.7 -32.0

Antanta MidCap Fund EE EQ AND 05/21 USD 674.97 -4.9 93.3 -39.2

Meriden Opps Fund GL OT AND 05/26 EUR 48.88 -18.5 -40.3 -32.7

Meriden Protective Div OT OT AND 11/24 EUR 78.88 -2.8 NS NS

n OTHER FUNDS
For information about these funds, please contact us on Tel: +44 (0) 207 842 9694/9633
Medinvest Plc Dublin OT OT IRL 09/30 USD 1318.27 NS 1.3 -4.4

n SEB ALTERNATIVE INVESTMENT
SEB KEY Europe Equity Long Short
Key Europe Long/Short EUR -IC- OT OT LUX 04/30 EUR 94.63 2.4 11.2 NS

Key Europe Long/Short EUR -RC- OT OT LUX 04/30 EUR 93.63 2.2 10.7 NS

n SEB KEY Hedge
Key Hedge EUR -IC- OT OT LUX 04/30 EUR 105.02 2.9 11.4 NS

Key Hedge EUR-RC- OT OT LUX 04/30 EUR 104.04 2.7 10.9 NS

n SEB KEY Market Independent II
Key Market Independent II EUR -RC- OT OT LUX 04/30 EUR 98.76 2.3 11.1 0.7

Key Market Independent II SEK -I- OT OT LUX 04/30 SEK 95.82 2.3 10.8 0.6

n SEB KEY Recovery
Key Recovery -IC- OT OT LUX 04/30 EUR 94.29 4.5 17.7 NS

Key Recovery -RC- OT OT LUX 04/30 EUR 93.31 4.3 17.0 NS

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 05/25 USD 35.14 -13.8 -41.2 -25.8

Superfund GCT USD* OT OT LUX 05/25 USD 1892.00 -13.8 -31.6 -23.6

Superfund Green Gold A (SPC) OT OT CYM 05/25 USD 929.65 15.5 -6.2 -11.8

Superfund Green Gold B (SPC) OT OT CYM 05/25 USD 836.48 -10.6 -20.1 -21.6

Superfund Q-AG* OT OT AUT 05/25 EUR 6181.00 -6.6 -12.3 -10.5

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR Cls H OT OT CYM 04/30 EUR 988.82 4.6 2.7 NS

Winton Evolution GBP Cls G OT OT CYM 03/31 GBP 999.23 5.3 1.5 NS

Winton Evolution USD Cls F OT OT CYM 03/31 USD 1257.61 4.9 0.7 1.7

Winton Futures EUR Cls C OT OT VGB 04/30 EUR 209.25 6.3 5.4 5.8

Winton Futures GBP Cls D OT OT VGB 04/30 GBP 226.18 6.3 5.7 6.4

Winton Futures JPY Cls E OT OT VGB 04/30 JPY 14808.10 6.6 5.1 4.0

Winton Futures USD Cls B OT OT VGB 04/30 USD 743.74 6.3 5.5 5.5

INDICES
NAV ——————%RETURN ——————

FUND NAME GF DATE CR NAV 1-WK 1-MO 1-Q 1-YR 2-YR

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de

ARIX Composite Gross USD OT 04/30 USD 1438.45 3.2 3.2 2.6 -18.0 -7.1
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U.S. NEWS

BP begins third try
to contain oil spill
Risky operation comes as anger in U.S. rises

BP PLC, facing rising public an-
ger in the U.S., began Monday its
third attempt to contain oil from its
leaking well in the Gulf of Mexico,
but the risky operation could make
the spill worse in the short term.

The latest procedure involves
slicing off the leaking pipe at the
top of the well’s broken blow-out
preventer, placing a cap over the
leak and channeling the captured oil
and gas to a vessel on the surface.
BP officials said the procedure could
take from four days to a week, and
it already has two different caps on
the ocean floor, ready to be de-
ployed.

BP didn’t try this approach
sooner because it feared the kinks in
the pipe still attached to the blow-
out preventer were acting as a
choke on the leak. Removing the
pipe could lead to a more violent
surge of oil.

Carol Browner, White House En-
ergy and Climate Change Advisor,
said Sunday on CBS’s “Face the Na-
tion” that the flow of oil could tem-
porarily increase by 20% before the
new device is put in place.

The Obama administration is
stepping up pressure on BP as the
company’s successive efforts to con-
trol the spill—and the resulting po-
litical damage to President Barack
Obama—have failed.

BP’s Macondo well has been
spewing crude into the Gulf ever
since the rig that was drilling it for
BP, the Deepwater Horizon, caught
fire and exploded April 20, killing 11
workers.

The U.K. oil giant’s palette of op-
tions for containing the spill before
relief wells are completed is dwin-
dling after the failure over the
weekend of an operation it called a
“top kill.” That involved forcing
heavy drilling mud into the well to
stop the flow of oil and gas.

BP says in the latest procedure it
will use robots to slice off the leak-
ing riser pipe where it connects to
the blow-out preventer, the huge
stack of valves that sits on the sea-
bed atop the ruptured well. A con-
tainment cap with a rubber seal will
be placed over the cut riser and will

draw up the oil and gas through a
pipe to a ship.

One early indicator of how well
the new procedure is going will be
whether the undersea robots are
able to cut the riser pipe cleanly, so
that the cap can be seated on a
smooth surface and the seal works
to prevent oil from leaking out.

Viewers of the live feed BP is
streaming from the well site could
see whether there’s a reduction in
the volume of oil and gas escaping
around the seal. That would indicate
that the cap is seated properly and
is capturing oil.

William Abel, a veteran well-con-
trol expert, says one of the dangers
is that the robots won’t succeed in
making a clean cut, and the cap
won’t seal properly. Also, once the
pipe is sliced, oil could surge out,
obscuring the view for engineers
who rely on live images streamed
from video cameras attached to the
robots. There are also doubts among
outside experts about how effective
the cap will be.

“The big unknown is how much
oil it will capture,” said Greg Mc-
Cormack, director of the Petroleum
Extension Service of the University
of Texas at Austin. One of BP’s ear-
lier containment efforts, which in-
volved inserting a tube into the leak
connected to a mile-long pipe to the
surface, only managed to collect
about 2,000 barrels a day on aver-
age—a small fraction of the total
flow.

Another potential hazard: Hurri-
cane season is about to start, and in
rough storms the ship that’s collect-
ing oil from the leak—the Discov-
erer Enterprise—may have to tem-
porarily disconnect from the cap
system and move to safety. BP says
it is building hurricane-related pre-
cautions into its plans for the con-
tainment system, which will be
“continually refined.”

BP says it is confident that cut-
ting the riser pipe won’t make the
spill worse. It says its engineers
have concluded from pressure read-
ings taken during preparations for
the top kill that obstructions inside
the blow-out preventer are imped-
ing the flow of oil, not bends in the
riser pipe.

BY GUY CHAZAN

A supply vessel passes through oil floating near the site of the Deepwater Horizon spill in the Gulf of Mexico Monday.

Two Fed officials upbeat
on recovery prospects

Two senior Federal Reserve offi-
cials were upbeat Monday about the
U.S. economic recovery despite the
worsening debt crisis in Europe.

“Right now, the prospects for
continued growth in the U.S. remain
relatively solid,” Charles Plosser, the
president of the Federal Reserve
Bank of Philadelphia, told a news
conference during a Bank of Korea
seminar in Seoul. “I hope, I antici-
pate at this point that the U.S. won’t
have a double-dip recession.” He
added that the European crisis
“raises some clouds on the horizon”
and that the Fed would have to “be
cautious” in response.

Charles Evans, president of the
Chicago Fed, said the U.S. recovery

is “well under way” but still-low in-
flation means the central bank
should keep rates very low “for an
extended period,” in line with its of-
ficial policy statement.

“Inflation is severely under-run-
ning price stability, so it’s still ap-
propriate to keep an accommodative
policy,” Mr. Evans told a separate
news conference at the Seoul event.

A few weeks ago, many analysts
expected the Fed to begin raising in-
terest rates by the end of 2010. As
the situation in Europe worsened in
May, those expectations have been
put off and now many analysts don’t
expect the Fed to move until 2011.

Mr. Evans said the European cri-
sis would likely damp U.S. exports
to a small degree but that for now it
wasn’t likely to have a big impact or
change the outlook for Fed policy.

BY IN-SOO NAM
AND WILLIAM MALLARD

Associated Press
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For information about listing your funds, please contact: Justin Jones tel: +44 207 842 9674; email: justin.jones@dowjones.com

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the
U.S. Securities and Exchange Commission and aren’t available for sale to United
States citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 05/28 USD 9.97 -3.9 18.7 -13.2
Am Blend Portfolio I US EQ LUX 05/28 USD 11.78 -3.6 19.6 -12.5
Am Growth A US EQ LUX 05/28 USD 28.92 -7.4 18.2 -7.0
Am Growth B US EQ LUX 05/28 USD 24.22 -7.8 17.1 -7.9
Am Growth I US EQ LUX 05/28 USD 32.16 -7.1 19.2 -6.2
Am Income A US BD LUX 05/28 USD 8.51 2.9 18.2 6.9
Am Income A2 US BD LUX 05/28 USD 19.68 3.4 18.1 6.9
Am Income B US BD LUX 05/28 USD 8.51 2.7 17.3 6.0
Am Income B2 US BD LUX 05/28 USD 16.91 3.0 17.3 6.1
Am Income I US BD LUX 05/28 USD 8.51 3.1 18.9 7.5
Am Value A US EQ LUX 05/28 USD 8.22 -3.6 13.5 -11.7

Am Value B US EQ LUX 05/28 USD 7.54 -3.9 12.5 -12.6
Am Value I US EQ LUX 05/28 USD 8.88 -3.3 14.6 -11.0
Emg Mkts Debt A GL BD LUX 05/28 USD 15.58 2.3 22.9 8.8
Emg Mkts Debt A2 GL BD LUX 05/28 USD 20.67 2.8 22.9 8.9
Emg Mkts Debt B GL BD LUX 05/28 USD 15.58 2.0 21.8 7.7
Emg Mkts Debt B2 GL BD LUX 05/28 USD 19.83 2.4 21.7 7.8
Emg Mkts Debt I GL BD LUX 05/28 USD 15.58 2.5 23.5 9.3
Emg Mkts Growth A GL EQ LUX 05/28 USD 31.60 -8.8 22.4 -16.5
Emg Mkts Growth B GL EQ LUX 05/28 USD 26.68 -9.2 21.2 -17.3
Emg Mkts Growth I GL EQ LUX 05/28 USD 35.15 -8.5 23.4 -15.8
Eur Growth A EU EQ LUX 05/28 EUR 7.09 0.9 16.4 -12.9
Eur Growth B EU EQ LUX 05/28 EUR 6.35 0.5 15.2 -13.7
Eur Growth I EU EQ LUX 05/28 EUR 7.76 1.2 17.4 -12.1
Eur Income A EU BD LUX 05/28 EUR 6.77 4.5 30.4 6.8
Eur Income A2 EU BD LUX 05/28 EUR 13.53 5.1 30.3 6.9
Eur Income B EU BD LUX 05/28 EUR 6.77 4.3 29.7 6.1
Eur Income B2 EU BD LUX 05/28 EUR 12.54 4.8 29.4 6.1
Eur Income I EU BD LUX 05/28 EUR 6.77 4.7 31.0 7.3
Eur Strat Value A EU EQ LUX 05/28 EUR 8.06 -5.5 12.1 -19.6
Eur Strat Value I EU EQ LUX 05/28 EUR 8.27 -5.4 12.8 -19.0
Eur Value A EU EQ LUX 05/28 EUR 8.69 -5.5 12.9 -16.0
Eur Value B EU EQ LUX 05/28 EUR 7.96 -5.9 11.6 -16.9
Eur Value I EU EQ LUX 05/28 EUR 10.07 -5.2 13.8 -15.3
Gl Balanced (Euro) A EU BA LUX 05/28 USD 14.11 0.3 17.0 -8.8
Gl Balanced (Euro) B EU BA LUX 05/28 USD 13.69 -0.1 15.9 -9.7
Gl Balanced (Euro) C EU BA LUX 05/28 USD 13.98 0.2 16.7 -9.0
Gl Balanced (Euro) I EU BA LUX 05/28 USD 14.41 0.6 17.9 -8.1
Gl Balanced A US BA LUX 05/28 USD 15.71 -4.7 12.9 -11.2
Gl Balanced B US BA LUX 05/28 USD 14.88 -5.0 11.7 -12.1
Gl Balanced I US BA LUX 05/28 USD 16.34 -4.4 13.6 -10.6
Gl Bond A US BD LUX 05/28 USD 9.46 3.8 14.6 6.7

Gl Bond A2 US BD LUX 05/28 USD 16.66 4.1 14.6 6.6
Gl Bond B US BD LUX 05/28 USD 9.46 3.4 13.5 5.6
Gl Bond B2 US BD LUX 05/28 USD 14.53 3.6 13.4 5.6
Gl Bond I US BD LUX 05/28 USD 9.46 3.9 15.2 7.3
Gl Conservative A US BA LUX 05/28 USD 14.64 -1.1 10.9 -3.5
Gl Conservative A2 US BA LUX 05/28 USD 16.75 -1.1 10.9 -3.5
Gl Conservative B US BA LUX 05/28 USD 14.61 -1.4 9.8 -4.4
Gl Conservative B2 US BA LUX 05/28 USD 15.85 -1.5 9.8 -4.4
Gl Conservative I US BA LUX 05/28 USD 14.74 -0.7 11.9 -2.7
Gl Eq Blend A GL EQ LUX 05/28 USD 10.46 -10.3 10.8 -22.9
Gl Eq Blend B GL EQ LUX 05/28 USD 9.78 -10.7 9.8 -23.6
Gl Eq Blend I GL EQ LUX 05/28 USD 11.07 -10.0 11.7 -22.2
Gl Growth A GL EQ LUX 05/28 USD 37.89 -9.6 12.8 -22.8
Gl Growth B GL EQ LUX 05/28 USD 31.50 -9.9 11.7 -23.6
Gl Growth I GL EQ LUX 05/28 USD 42.21 -9.3 13.7 -22.2
Gl High Yield A US BD LUX 05/28 USD 4.34 2.9 34.2 6.3
Gl High Yield A2 US BD LUX 05/28 USD 9.59 3.6 34.3 6.3
Gl High Yield B US BD LUX 05/28 USD 4.34 2.5 32.7 5.0
Gl High Yield B2 US BD LUX 05/28 USD 15.35 3.2 33.0 5.2
Gl High Yield I US BD LUX 05/28 USD 4.34 3.1 35.1 7.0
Gl Thematic Res A OT OT LUX 05/28 USD 13.70 -7.0 18.7 -7.1
Gl Thematic Res B OT OT LUX 05/28 USD 11.93 -7.4 17.4 -8.1
Gl Thematic Res I OT OT LUX 05/28 USD 15.32 -6.8 19.6 -6.4
Gl Value A GL EQ LUX 05/28 USD 9.92 -11.0 9.3 -22.8
Gl Value B GL EQ LUX 05/28 USD 9.08 -11.3 8.2 -23.6
Gl Value I GL EQ LUX 05/28 USD 10.58 -10.7 10.2 -22.2
India Growth A OT OT LUX 05/28 USD 127.07 0.1 NS NS
India Growth AX OT OT LUX 05/28 USD 111.20 0.2 34.8 1.3
India Growth B OT OT NA 05/28 USD 132.56 -0.3 NS NS
India Growth BX OT OT LUX 05/28 USD 94.67 -0.2 33.4 0.3
India Growth I EA EQ LUX 05/28 USD 115.48 0.5 35.4 1.7

Int'l Health Care A OT EQ LUX 05/28 USD 126.84 -7.7 15.2 -6.3
Int'l Health Care B OT EQ LUX 05/28 USD 106.54 -8.1 14.0 -7.2
Int'l Health Care I OT EQ LUX 05/28 USD 139.04 -7.4 16.1 -5.5
Int'l Technology A OT EQ LUX 05/28 USD 106.10 -3.9 28.7 -9.7
Int'l Technology B OT EQ LUX 05/28 USD 91.56 -4.3 27.4 -10.6
Int'l Technology I OT EQ LUX 05/28 USD 119.36 -3.5 29.7 -8.9
Japan Blend A JP EQ LUX 05/28 JPY 5726.00 -4.9 -1.1 -21.7
Japan Growth A JP EQ LUX 05/28 JPY 5418.00 -7.8 -4.7 -23.3
Japan Growth I JP EQ LUX 05/28 JPY 5593.00 -7.5 -3.9 -22.7
Japan Strat Value A JP EQ LUX 05/28 JPY 6026.00 -1.5 3.4 -20.3
Japan Strat Value I JP EQ LUX 05/28 JPY 6207.00 -1.2 4.2 -19.7
Real Estate Sec. A OT EQ LUX 05/28 USD 13.81 -3.8 28.3 -15.6
Real Estate Sec. B OT EQ LUX 05/28 USD 12.58 -4.1 27.2 -16.4
Real Estate Sec. I OT EQ LUX 05/28 USD 14.89 -3.4 29.4 -14.9
Short Mat Dollar A US BD LUX 05/28 USD 7.29 1.3 12.8 -1.2
Short Mat Dollar A2 US BD LUX 05/28 USD 9.94 1.5 12.7 -1.3
Short Mat Dollar B US BD LUX 05/28 USD 7.29 1.2 12.4 -1.7
Short Mat Dollar B2 US BD LUX 05/28 USD 9.88 1.4 12.3 -1.7
Short Mat Dollar I US BD LUX 05/28 USD 7.29 1.5 13.4 -0.7

n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 05/28 GBP 7.82 -5.1 16.8 -6.1
Andfs. Borsa Global GL EQ AND 05/28 EUR 6.13 -5.6 12.4 -15.8
Andfs. Emergents GL EQ AND 05/28 USD 15.71 -9.5 17.9 -13.2

FUND SCORECARD
UK Large-Cap Blend Equity
Funds that are fairly representative of the UK large-cap equity market. At least 75% of total assets are
invested in equities. Ranked on % total return (dividends reinvested) in U.S. dollars for one year ending
May 31, 2010

Leading 10 Performers
FUND FUND LEGAL % Return in $US **
RATING * NAME FUND MGM'T CO. CURR. BASE YTD 1-YR 2-YR 5-YR

4 MFM Slater Marlborough Fund GBPUnited Kingdom 11.05 45.08 -4.75 4.11
Pension Managers Limited

2 Aurora Mars Asset GBPUnited Kingdom 1.93 44.81 -11.25 NS
Investment Trust Management

2 Lowland Inv Henderson Global GBPUnited Kingdom -7.23 26.06 -20.06 -1.78
Tr Investors Ltd.

1 Shires Aberdeen Asset GBPUnited Kingdom -11.28 25.22 -19.20 -4.74
Income PLC Managers Ltd (London)

1 Strategic SVG Capital Plc GBPUnited Kingdom -5.69 24.82 -20.47 NS
Equity Capital

5 CF Lindsell Capita Financial GBPUnited Kingdom -2.47 24.74 -5.69 NS
Train UK Equity Inc Managers

3 Finsbury Lindsell Train Ltd GBPUnited Kingdom -3.63 24.02 -9.50 1.42
Growth and Income

2 Schroder UK Schroder GBPUnited Kingdom -9.69 23.70 -18.96 -0.60
Growth Investment Management Lt

3 Aviva Aviva Investors UK GBPUnited Kingdom -7.65 22.21 -16.77 1.55
Investors UK Focus SC1 Fund Services Limited

3 F&C UK F&C Fund GBPUnited Kingdom -10.77 21.93 -15.97 -0.34
Select Trust Management Ltd

NOTE: Changes in currency rates will affect performance and rankings. Source: Morningstar, Ltd
KEY: ** 2YR and 5YR performance is annualized 1 Oliver’s Yard, 55-71 City Road
NA-not available due to incomplete data; London EC1Y 1HQ United Kingdom
NS-fund not in existence for entire period www.morningstar.co.uk; Email: mediaservice@morningstar.com

Phone: +44 (0)203 107 0038; Fax: +44 (0)203 107 0001

Advertisement [ INTERNATIONAL INVESTMENT FUNDS www.wsj.com/funddata ] Advertisement

MARKETS

Stocks inch up in Europe
Gain ends a rough month; Stoxx 600 fell 6.8% in May

MADRID—European stocks gen-
erally advanced, but Spanish stocks
fell in the first reaction to a down-
grade of the country’s credit rating
by Fitch Ratings.

The Stoxx Europe 600 gained
0.4% to 244.97, led by auto makers
and technology-sector firms. The in-
dex fell 6.8% in May, its worst
month since February 2009.

Shares of Mercedes-Benz maker
Daimler rose 1.7% and shares of
business-software giant SAP
climbed 1.5%, as the German DAX
added 0.3% to 5964.33. The weaker
euro that has resulted from the debt
burdens of countries in southern
Europe has helped the competitive-
ness of German exporters. Still, the
German market has fallen for two
consecutive months and four of the
last five.

Spain’s Ibex 35 shed 0.7% to
9359.40. Fitch Ratings cut Spain’s
sovereign-debt rating to double-A-
plus from triple-A after markets in
Europe closed on Friday. Dominique

Barbet, senior economist with BNP
Paribas, said the market “has re-
acted relatively calmly” to the news,
although it did push down shares of
Spanish banks.

All of Spain’s most heavily
weighted stocks were weaker on
Monday, led by Banco Santander,
down 0.9%, and Banco Bilbao Viz-
caya Argentaria, down 1.2%.

In Paris, the CAC-40 edged down
0.2% to 3507.56, marking an 8.1%
loss for the month, its biggest per-
centage decline since February
2009.

U.K. markets were closed Mon-
day for a holiday, leaving it until
Tuesday for investors to react to the
weekend resignation of Chief Trea-
sury Secretary David Laws over rev-
elations about his parliamentary ex-
penses. Mr. Laws, a Liberal
Democrat, had been charged with
finding cuts to public spending to
tackle Britain’s fiscal deficit.

There was some speculation the
news about Mr. Laws might unsettle
U.K. stocks, as his successor, fellow
Liberal Democrat Danny Alexander,

is a virtual unknown with little fi-
nancial experience.

But sterling firmed against the
dollar, rising to $1.4540 from
$1.4462 late in New York on Friday.
Jonathan Coughtrey, an analyst with
Action Economics, said he didn’t ex-
pect much stock-market reaction as
Mr. Laws’s departure wasn’t due to
internal pressures within the coali-
tion.

“The risk would be if it looked
like the coalition was starting to
crumble,” he said in an email.

U.S. financial markets also were
closed Monday. Wall Street closed
weaker Friday, weighed down by the
Fitch news, which kept worries over
European debt fresh in Wall Street’s
mind. The Dow Jones Industrial Av-
erage lost 1.2%, leaving it with a loss
of 7.9% for May.

The U.S. dollar edged lower
against the euro and higher on the
yen, after ending May trading in
North America with its biggest rise
since October 2008. Late afternoon
in New York, the euro was at
$1.2302, from $1.2270 late Friday.

BY BARBARA KOLLMEYER

Rising appetite for oil storage
LONDON—A global scramble for

oil-storage facilities is boosting
profitability and the share prices of
both storage operators and the com-
panies that build new capacity.

Storage capacity, typically lo-
cated near ports or key distribution
areas, allows traders to sit on car-
goes until prices improve. That has
become more enticing over the past
two years as oil has come off record
levels of nearly $150 a barrel.

“Access to storage is the entry
card to arbitrage,” said Ben Holt,
vice president of downstream con-
sulting at Wood Mackenzie, a con-
sultancy in London. “There is an in-
creasing trend for trading
companies to understand that they
need to have access to oil storage in
order to do the things that they do,”
like export crude and other oil prod-
ucts to places with higher prices.

Over the last two years, compa-
nies have used storage to take ad-
vantage of a sharp contango price
structure—where futures prices get

progressively more expensive fur-
ther into the future. If storage costs
are low enough, the price structure
allows traders to make a profit by
buying crude or products in the spot
market, then selling them at a pre-
agreed price in the future.

“I think that storage is attractive
because there’s a perception
that…prices are going to be stronger
in the future,” says Malcolm Turner,
chairman of Dallas-based consul-
tancy Turner, Mason & Co. “The
construction costs are about as low
as they are going to get,” and build-
ing tanks now appeals to partici-
pants who fear that future costs will
skyrocket.

In the U.S., rising storage capac-
ity at Cushing, Okla., the delivery
point for the New York Mercantile
Exchange’s light, sweet crude oil
contract, has been cited as one rea-
son for the widening of the con-
tango in Nymex crude futures to
nearly $5 at one point in May.

The storage boom has boosted
shares in Rotterdam-based Vopak
NV, the world’s largest independent

storage company for oil products
and chemicals, by 77% over the past
year. U.S.-based NuStar Energy LP
is up 2.4% over the past year, but off
14% from its late-April peak.

The appetite for storage space
looks set to continue.

“The market is so lively,” backed
by demand from customers to rent
tank space, said Rob Luijendijk,
managing director of Rotterdam-
based consultancy Downstream BV,
which has a stake in the world’s
largest database on tank terminals.
Total global tank storage capacity
should increase 5% to 7% annually
over the next few years from a cur-
rent, according to its PortStorage
Group subsidiary.

Global commodities trader Vitol
Group says it plans to raise its tank
capacity by 60% to eight million cu-
bic meters by 2012 from more than
five million cubic meters currently.
Other large traders—including Glen-
core International AG, Mercuria
Energy Group and Trafigura Group
and Noble Group—have increased
storage capacity in recent years.

BY LANANH NGUYEN

acted separately, and need rate in-
creases to survive, says Jean-
-Philippe Thenoz, vice president of
North America lines for France’s
CMA-CGM, the world’s third-biggest
container company by volume.
“We’re still far from profitability.”

The crucial question for regula-
tors will be to determine whether
slow-steaming and idling ships are
“a shared decision or everybody
made the same decision on their
own,” says Drewry’s Mr. Damas.

Mr. Khouri, the U.S. regulator,
says that the voluntary surcharges
appear to be legal, but that “discus-
sions to agree on capacity restric-
tion” would be a “violation of the
Sherman [Antitrust] Act.”

Historically, shipping lines have
been granted immunity to fix prices,
says Mr. Damas. In the U.S., ship-
ping lines can legally set rates and
surcharges, but aren’t allowed to
collude to restrict supply.

The European Commission, the
EU’s executive arm, officially ended

Continued from page 21 a price-fixing exemption for the
shipping industry in October 2008.
After ending an antitrust exemption
on an industry, the commission of-
ten intensifies its focus on that in-
dustry.

“Clearly, following the introduc-
tion of the new rules, the commis-
sion is looking for a case in the
shipping sector to show it means
business,” says Ian Giles, a London-
based lawyer for Norton Rose LLP,
which specializes in shipping issues.

EU regulators have been discuss-
ing the shipping-rate situation with
their U.S. counterparts, according to
an official at the Federal Maritime
Commission.

Once launched, EU cartel investi-
gations can take years, and result in
fines if regulators find that compa-
nies guilty of collusion.

The EU has stepped up its en-
forcement of cartel laws in recent
years, hitting the auto-glass and gas
industries with fines over $1 billion.
Most recently, it fined memory-chip
makers a total of $404.2 million.

U.S. and EU scrutinize
container shipping rates




