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Euro zone finalizes loan terms
BRUSSELS—Euro-zone fi-

nance ministers meeting in
Luxembourg on Monday
signed off on the final details
of €440 billion ($527 billion)
in loans intended to be a back-
stop if the Continent’s sover-
eign-debt troubles deepen,
European officials said.

The package is the largest
piece of a €750 billion bailout
assembled by European Union
countries and the Interna-
tional Monetary Fund.

On Monday, the IMF called

on the Continent to clean up
its banking sector and to go
beyond current proposals for
joint management of national
budgets.

If a euro-zone country
were to have trouble paying
its debts, it could apply for
the funding.

Officials said a special-pur-
pose vehicle, set up to borrow
money from capital markets
and then dole it out to trou-
bled nations, could be up and
running this month.

Euro-zone leaders earlier
agreed on the basic structure

of the package: A private vehi-
cle chartered under Luxem-
bourg law and owned by the
16 euro-zone countries would
raise money with the guaran-
tee of euro-zone members,
then lend it out at a higher
rate to the troubled country.
The finance ministers said the
vehicle would aim to have the
“highest possible rating” from
credit-rating agencies.

The structure is a bid to
steer clear of EU prohibitions
on direct purchases of mem-
ber-state debt—a cornerstone
meant to keep countries from

being responsible for one an-
other’s affairs. The effort
hasn’t been without critics,
especially in fiscally sound
Germany, but the mechanism
passed perhaps its highest
hurdle last month when the
German parliament gave ap-
proval for Germany’s share of
the credit guarantee.

The final details to be
agreed upon include how the
special vehicle would market
its bonds and whether the
countries’ individual guaran-
tees would apply to separate
pieces of the debt, or fraction-

ally to the whole thing.
The €440 billion chunk is

separate from a €110 billion
lifeline designated for Greece,
the most troubled of the euro-
zone nations. It would be
called into action only after a
separate €60 billion facility,
operated by the EU itself, had
been exhausted.

That facility, which is eas-
ier to set in motion, would be
carried on the books of the
union.

BY CHARLES FORELLE

Prudential CEO Tidjane Thiam told the company’s shareholders he regretted the ‘strain’ that its attempted transformational bid for AIA had put on Prudential’s
relationship with them. At a meeting Monday, shareholders exhibited signs of those strains, with one calling the insurer’s board ‘a disgrace.’ Article on page 19
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Prudential’s CEO defends strategy, apologizes for AIA bid’s failure BP stems
oil flow
into Gulf;
costs rise

LONDON—BP PLC on Mon-
day said it has continued to
increase the amount of oil it is
collecting from the Gulf of
Mexico spill as its costs con-
nected to the leak reached
$1.25 billion.

The White House, mean-
while, indicated that the Brit-
ish oil company likely will face
billions of dollars in penalties,
and U.S. President Barack
Obama said the spill’s eco-
nomic effects on the Gulf
Coast will be significant.

“What is clear is that the
economic impact of this disas-
ter is going to be substantial
and ongoing,” Mr. Obama said.

White House Press Secre-
tary Robert Gibbs said the
costs associated with the spill
will greatly exceed the
amount BP could recoup by
selling the captured oil on the
market. In addition to re-
sponse and recovery costs,
there will be “penalties that
will be involved in this in the
many billions of dollars,” he

Please turn to page 4
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Forint affairs: currency risk in Hungary
Having your own currency isn’t

all it’s cracked up to be. Many have
bemoaned the fact that Greece,
locked into the euro, can’t devalue to
ease its path to competitiveness. But
in Hungary, where politicians are
scrambling to row back from ill-ad-
vised comments by senior ruling
party officials that the country faces
the same fate as Greece, the forint is
showing that a weaker currency is no
painless way out.

The forint lost 4.8% against the
euro and 7.3% against the Swiss franc
last week. Pledges by the new Fidesz
government that it will stick to a
budget-deficit target equal to 3.8% of
gross domestic product failed to re-
verse much of the losses Monday.
That suggests the market has lost
confidence in government policy and
communication.

But the decline also risks trigger-
ing a downward spiral. About 45% of
Hungary’s public debt is denomi-
nated in foreign currencies, so a
sharp fall in the forint immediately
causes the debt-to-GDP ratio to rise.

Hungarian debt-to-GDP at 78.3%
in 2009 is already far above its
Czech and Polish peers. For the pri-
vate sector, things are even worse.
As of April 2010, 63% of individuals’
residential mortgages were denomi-
nated in foreign currency, according
to the National Bank of Hungary.
That means declines in the forint
versus the euro and especially the
Swiss franc directly translate into in-
creased debt burdens and reduced
household spending power.

There is also the question of tim-
ing. Exchange-rate shifts can take
time to work through; witness the

U.K., where the Bank of England has
been puzzled by the failure of the
steep decline in sterling at the end of
2008 to boost exports as much as
hoped. If the problem is demand,
rather than price, the impact of de-
valuation on growth may be muted.
But the effect on debt and spending
is much swifter.

Hungary’s government, which
benefits from having a huge majority,
urgently needs to deliver a credible
plan to achieve its deficit target. If it
fails to reassure markets and ease
the pressure on the forint, the cen-
tral bank might be forced to inter-
vene, running down foreign-exchange
reserves, or, ultimately, be forced to
raise rates. That would make a bad
situation worse. Just like Greece,
only different.

—Richard Barley

Time to give credit where credit is due in Europe

Mr. Cameron’s
imaginary
kitchen sink

During 2009’s rush to risk, stocks
and corporate bonds soared in tan-
dem. Now that fears over slow
growth, high unemployment and
sovereign debt are back center
stage, the correlation might break
down—with bonds the winners.

Stocks are acutely sensitive to the
outlook for economic growth. That
is taking a battering as countries,
particularly in Europe, embrace aus-
terity budgets and consumers re-
main weighed down by debt. Com-
panies directly exposed to southern
Europe and Ireland will undoubtedly
take a knock. But the European
credit market is dominated by
northern and western European
companies, where the weakening
euro may help exports.

Of the 695 bonds in the Markit
iBoxx nonfinancial corporate index,
only 98 are from Irish, Italian, Por-
tuguese and Spanish borrowers. And
even these are often defensive utili-
ties or global companies with pros-
pects outside their domestic mar-

kets. Slower growth needn’t be a
tragedy for holders of German,
French and U.K. corporate bonds,

given the strong balance sheets
most big firms have built up since
the crisis.

If anything, a weaker economy
should act as a restraint on corpo-
rate management, reducing the risk
of shareholder-friendly and bond-
holder-unfriendly activity such as
share buybacks, mergers and acqui-
sitions, or leveraged buyouts. Euro-
pean M&A, at just $172.9 billion this
year, is down 25% compared with
last year, according to data from
Thomson Reuters, while it is up else-
where in the world.

Nonfinancial euro corporate
bonds have benefited from falling
core government-bond yields, re-
turning 3.9% this year, according to
Bank of America Merrill Lynch. That
despite a widening in credit spreads.
These bonds now yield 1.47 percent-
age points more than German Bunds,
according to iBoxx, the biggest pre-
mium since August 2009 and nearly
0.50 percentage point above the
tightest point in mid-January.

This widening has occurred even
as credit quality has improved, re-
ducing default risk. Morgan Stanley
calculates that the median invest-
ment-grade European company saw
earnings before interest, taxes, de-
preciation and amortization rise 1%

in the year to the end of March,
while net debt fell 5%. That means
deleveraging is being driven by both
growth and cautious balance-sheet
management—a winning combina-
tion for bonds.

—Richard Barley

Incoming CEOs of troubled firms
often opt for the kitchen sink. But
new Prime Minister David Cameron’s
claim Monday that the U.K.’s public
finances are in worse shape than he
thought wasn’t credible.

In fact, they are in better shape
than the previous government fore-
cast as recently as March. For exam-
ple, the latest data suggest net gov-
ernment borrowing in the year to
the end of March was £145 billion
($210 billion), says Credit Suisse, so
the deficit was two percentage
points of gross domestic product
less than the Treasury forecast a
year earlier. That deficit is still huge
at 11% of GDP, but a recent surge in
tax revenues suggests the structural
part may be smaller than feared and
the cyclical part is being eroded
faster than expected. In fact, recent
data suggest a recovery picking up
speed. Nominal GDP growth was
above 5% annualized in the first
quarter, higher than before the re-
cession. If inflation retreats as ex-
pected, real GDP growth could rise.

Add £6 billion of spending cuts
and the deficit should dip below 10%
this year. With more cuts expected,
Credit Suisse reckons the deficit
could fall to 3% of GDP by 2013-14,
with government debt peaking well
below 90% of GDP. There is a risk
fiscal tightening hurts the recovery.
But a Goldman analysis of 44 fiscal
consolidations since 1975 shows
them often associated with strong
growth. Another risk is the euro-
zone crisis leads to higher U.K.
credit costs, but so far, that isn’t
happening.

Mr. Cameron can’t be blamed for
wanting to reset expectations given
tough decisions ahead. But far from
being an election any sane politician
would want to lose, it could turn out
to have been a good one to have
won, if Mr. Cameron holds his nerve.

—Simon Nixon

Source: Thomson Reuters Datastream
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Slower growth needn’t be a
tragedy for holders of
German, French and U.K.
corporate bonds, given the
strong balance sheets most
big firms have lately built up.
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Svanberg could be the BP sacrifice

Falling out
with the president
of the United
States is not an
advisable strategy
for a global

business. Whatever the
circumstances that precipitated
such an unhappy state, repairing
the relationship would be a very
high priority. So the question that
should now be occupying the BP
board is whether Carl-Henric
Svanberg is someone with the
ability to tread the wretchedly
difficult diplomatic path that now
lies ahead for the company.

The news from the Macondo
well is slightly better, although oil
is still pouring from the seabed
and the crisis is far from over. But
for BP, the damage from this

disaster goes far beyond the cost
of the clean-up. If it is to have any
future in the world’s heaviest
energy-consuming economy, then
it needs to be able to rehabilitate
its relationship with the US
government.

The oil industry is as much
about geopolitics as it is about
geology. Tony Hayward, BP’s chief
executive, is an oil man who has
demonstrated that a silver tongue
wasn’t part of his tool-bag. This is
in stark contrast to his
predecessor, Lord Browne, who
was adept at charming an
assortment of presidents and
potentates who had interesting oil
assets. That his successor should
be inwardly focused is not
necessarily a bad thing: There is
clearly more than enough to keep
a chief executive fully occupied in
righting some of the wrongs
within BP. It is essential, though,
that he should have a chairman
with the complementary skills and
schmoozing ability the industry
requires.

Blood-lust-fueled demands for
a human sacrifice from BP miss
the point. The tragedy currently
playing out in the Gulf of Mexico
has many causes and blame will,

in reality, be widespread. It can
always be argued that, since it
happened on his watch, the chief
executive should resign, but Mr.
Hayward is probably as well-
qualified as anyone to steer BP
operationally through this mess
and certainly has the motivation
to do so.

Mr Svanberg, a director of the
company since last September
who only became chairman in
January, would be more easily
sacrificed. Such has been his
impact in his short term in office
that it could be said that his
departure would barely be
noticed.

Such a low-key approach
might have been understandable
in his early days in his office as he
got to know the business. It has
been harder to understand in
recent weeks, as BP has found
itself the subject of opprobrium
from all sides. If this was a
deliberate strategy, then it is hard
to understand. But Mr Svanberg
has now emerged, blinking, into
public view and it may be that he
is about to demonstrate why it
was that the King of Sweden saw

fit to honor him with his medal
for services to industry.

Yet his career in Swedish
business, culminating in six years
as president and chief executive
officer of Ericsson, may not have
made him ideally qualified for the
role he now holds. The last thing
BP requires at this crucial time is
a boardroom upheaval for the
sake of appeasing its critics. What
it desperately needs, though, is
the right team to lead it through a
truly precarious period.

As images of oil-covered
pelicans are plastered over the
media and the Internet is awash
with comments branding the
business a pariah, it faces an
imminent decision over the future
of its dividend. Whichever way it
moves on that, it will face
criticism. President Obama has
already set the tone for those who
would see it as a scandal were the
company to pay its shareholders a
cent until all the damage from
Macondo had been repaired and
the compensation bill fully paid.

That dividend payment,
however, is vital to many pension
funds and pensioners. If BP
believes that it can afford to
honor its obligations to its owners
as well as the victims of the oil
spill, then it should do so. The
company needs to retain as much
of the goodwill of its investors as
it can in these difficult times.
Maintaining the dividend would
be an important step in that
direction. Dividend policy should

not be dictated by the White
House. Yet keeping shareholders
on its side will only exacerbate
BP’s diplomatic challenge in the
US, which is why it is imperative
that the chairman should be
something of a statesman, able to
talk to politicians in language they
understand and to make it easier
for them to see a way of gradually
rehabilitating the company.

Carl-Henric Svanberg may be
that man.

If the non-executive directors
have any doubts on that, though,
they shouldn’t hesitate to act. It
would be a brave man to take on
the chairmanship of BP at this
stage, but without the right
person at the top, the company’s
tragedy could be even greater
than it currently looks.

A prudent apology
Calls for resignations from

Prudential PLC have been as loud
as those at BP. Monday, the
chairman and chief executive
seemed to make a little progress
in quelling the ire of investors,
although the heavy costs of the
abandoned deal still rankle.

Chief Executive Officer Tidhane
Thiam continues to maintain that
taking over AIA would have been
the right strategic move for
Prudential, and he is probably
right. Yet he and his chairman
failed to persuade enough
investors to share their
enthusiasm for the deal.

They were wrong-footed from
the start, when news of the
proposed deal leaked and they
had to go public with the plan
ahead of schedule.

The issue for companies
plotting big strategic moves is at
what stage they should risk
talking to their investors. An early
approach to sound out attitudes
appears sensible but investors are
often ambivalent about the
attractiveness of this tactic. Some
don’t like the idea of being made
insiders, preferring to retain the
right to trade the stock.

Major shareholders, however,
should be prepared to sacrifice
that right for the benefit of being
involved in strategic decisions.

Carl-Henric Svanberg, the Swedish chairman of the board of BP.
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Autos

n Renault submitted a letter of
intent to acquire South Korean
auto maker Ssangyong in a project
with alliance partner Nissan and
South Korean subsidiary Renault
Samsung Motors. A Renault
spokeswoman said its bid is one
of six that have been short-listed
by Ssangyong.

n General Motors is returning to
the Super Bowl next year after a
two-year hiatus, according to peo-
ple familiar with the matter, in a
sign that the auto sector is throw-
ing big bucks back into advertis-
ing. Hyundai, Audi and Kia also
plan to advertise during the game.

n Chrysler is recalling more than
683,000 Jeep Wranglers and mini-
vans world-wide, mostly in the
U.S., over brake-line and sliding-
power-door issues. The U.S. auto
maker said it isn’t aware of any
accidents or injuries related to ei-
ther issue. It was the second nota-
ble recall in a week for Chrysler.

i i i

Aviation

n Boeing is taking over the lead-
ership of a new bid for a fleet of
U.S. presidential helicopters with
an Italian-designed aircraft, reviv-
ing the contest canceled last year
because of cost overruns. The U.S.
company is acquiring rights from
Italy’s Finmeccanica to produce a
variant of its AW101 helicopter for
the U.S. Marines. Boeing had pre-
viously offered its own helicopter
in a 2005 contest won by a part-
nership of Finmeccanica and Lock-
heed Martin.

n IATA said the world’s airlines
are recovering at a faster rate
than previously expected thanks
to a speedy rebound in passenger
numbers and cargo trade, al-
though European airlines are

missing out on the recovery be-
cause of the impact of the recent
volcanic eruption in Iceland and
labor disputes.

n Swire Pacific, a Hong Kong-
based conglomerate, plans to offer
to buy the 54% in affiliate Hong
Kong Aircraft Engineering it
doesn’t already own, including
shares held by Cathay Pacific Air-
ways, in a deal that could be val-
ued at up to $1.21 billion.

i i i

Broadcasting

n BSKyB has settled its long-run-
ning legal action against Elec-
tronic Data Systems for a total
amount of £318 million ($460 mil-
lion). The litigation centers on
EDS’s former role as a supplier to
Sky as part of a customer-rela-
tionship management project.
BSkyB terminated the contract,
eventually completing the project
itself using in-house staff.

i i i

Consulting

n Marsh & McLennan, an insur-
ance conglomerate, reached a deal
to sell its corporate-intelligence
unit Kroll to global security firm
Altegrity for $1.13 billion. Alteg-
rity, which does everything from
U.S. government employee back-
ground checks to consulting for-
eign government on counterinsur-
gency techniques, is owned by
private-equity firm Providence Eq-
uity Partners, which will invest
additional money in the combined
company.

i i i

Energy

n BP is pressing ahead with a
major ad campaign, undeterred by
criticism of a new TV commercial
featuring an apology from CEO
Tony Hayward. The U.K. com-
pany’s move is part of an effort to

rescue its badly damaged image as
torrents of oil continue to spew
into the Gulf of Mexico.
n BP said it has continued to in-
crease the amount of oil it is col-
lecting from the Gulf of Mexico
spill as its costs connected to the
leak reached $1.25 billion. The
company said it brought 11,100
barrels of crude to a ship on Sun-
day after having collected 10,500
barrels Saturday, up from about
6,000 barrels the previous day.

i i i

Financial services

n Goldman Sachs was issued a
subpoena by the bipartisan com-
mission investigating the U.S. fi-
nancial crisis. The Financial Crisis
Inquiry Commission said Goldman
has failed to respond to a request
for documents and interviews. A
spokesman for Goldman said the
firm has “been and continues to
be committed to providing the
FCIC with the information they
have requested.”

n Nordea said its ethical funds,
or funds that invest based on so-
cial and environmental criteria,
had sold off all investments in BP
following the company’s handling
of the oil spill in the U.S. Gulf of
Mexico. The Swedish bank’s other
funds can hang on to their BP
shares for now, a spokesman said.

n Countrywide Home Loans, a
subsidiary of Bank of America,
agreed to pay $108 million to set-
tle U.S. Federal Trade Commission
charges that the company col-
lected excessive fees from home-
owners who were struggling to
keep their homes. The settlement
is one of the largest judgments
imposed in an agency case, FTC
Chairman Jon Leibowitz said. The
funds will be used to reimburse
200,000 Countrywide customers
who were allegedly overcharged
before the company was acquired
by Bank of America in 2008.

i i i

Food and beverages

n Coca-Cola reached a 20-year
deal to distribute some Dr Pepper
Snapple products, paying the com-
pany $715 million. The deal re-
places existing agreements and is
subject to Coke’s acquisition of its
main North American bottler.

i i i

Health

n Grifols, a Spanish company that
makes plasma products, agreed to
buy Talecris, a U.S. maker of
plasma medicines part-owned by
Cerberus, for $3.4 billion in cash
and shares. The deal is a win for
Cerberus, which suffered through
the financial crisis with invest-
ments in Chrysler and GMAC.

i i i

Insurance

n Prudential’s chairman and
CEO, Harvey McGrath and Tidjane
Thiam, sought to pacify angry
shareholders, apologizing for the
failed $35.5 billion bid to trans-
form the U.K. company into an
Asian insurance powerhouse—but
they insisted that the deal for
AIG’s AIA Group had been the
right strategy and said the com-
pany would keep an eye on the
Asian unit’s development and
plans for a potential IPO.

i i i

Markets

n An AgBank executive affirmed
the Chinese lender’s plans to raise
$20 billion to $30 billion in its
planned IPO, but analysts said the
bank might be able to raise only
$18 billion based on weakening
market conditions and the com-
pany’s stock prospectus. China’s
securities regulator said it would
hold a review Wednesday—an offi-
cial notice that typically signals
an offering is imminent. The float

by the last unlisted lender among
China’s top four banks could bring
Beijing closer to wrapping up its
decade-long reform of state banks.
n A Chinese pipe maker and a
technology company began road-
shows for Hong Kong IPOs as they
seek more than $500 million com-
bined, despite headwinds in the
market for new listings. The deals
come a day after Bank of Commu-
nications, China’s fifth-largest
lender by assets, slashed the size
of its planned rights issue by 21%.

i i i

Technology

n Apple unveiled the iPhone 4, a
thinner version of the popular
smartphone coming out June 24,
as the company looks to extend its
momentum in the mobile market.
During Apple’s annual conference
for developers, CEO Steve Jobs
said the glass and stainless steel
phone has a camera on the front
and back, and an enhanced screen
display. It will cost $199 or $299,
depending on the capacity.

n HTC will pay €11 million ($13.2
million) to buy Abaxia, a nine-
year-old Paris-based company that
specializes in developing mobile
software for telecommunication-
network operators and mobile-
phone makers. While small, the
deal is part of a strategic shift by
Taiwan-based HTC, to enhance its
software and design capabilities.
n HTC is gaining attention in the
smartphone market, despite Ap-
ple’s dominance. Demand for
Sprint Nextel’s HTC Evo 4G re-
sulted in lines at some Sprint
stores when it launched last week,
overloading Sprint’s account-acti-
vation system and creating spot
shortages. That followed the April
launch of Verizon Wireless’s Droid
Incredible, another HTC phone
that is now on back order.

n Hewlett-Packard rolled out new
printers that can directly access
the Web and print documents us-
ing a smartphone or tablet with-
out having to go through a per-
sonal computer. One of the
Web-connected printers, priced at
$99, will be available this month.
The printers will have a unique
email address that allows the
sender to deliver a print docu-
ment or photo the same way they
would send an email.

i i i

Telecommunications

n MTN Group, a South African
mobile operator, is pushing ahead
with discussions over a deal to
buy some assets from Egypt's
Orascom, as a deadline on the
talks looms this week. Speculation
has mounted that a deal could be
thwarted by the Algerian govern-
ment's refusal to allow Orascom
to sell to MTN its local operation,
a key business in its portfolio.

n AT&T said it isn’t in discussions
with Indian wireless company Re-
liance Communications. The com-
pany’s statement came after The
Wall Street Journal reported that
the two firms had sounded
out—in informal, early-stage
talks—each other’s interest about
a potential transaction in which
AT&T would take a minority stake
in the Indian company.

BUSINESS WATCH

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

London’s deputy mayor, Kit Malthouse, sits in a fuel cell version of the city’s iconic black taxi. The vehicle, powered by a hydrogen fuel cell system and lithium
polymer batteries, can operate for a full day without refueling and produces no emissions besides water vapor. The cab, not yet commercially available, was
developed by Intelligent Energy, Lotus Engineering, LTI Vehicles and TRW Conekt, with funding from the U.K. government’s technology strategy board.

European Pressphoto Agency

A greener black cab is unveiled in London
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Texas movie subsidy
stirs big-screen uproar

Texans are bombarding the gov-
ernor’s office with calls and letters
to try to stop tax dollars from subsi-
dizing a satirical film about a venge-
ful illegal immigrant.

The coming film, a bloody ac-
tion movie with a star-studded cast
titled “Machete,” could be eligible
for more than $1.5 million of tax-
payer subsidies under a program de-
signed to encourage directors to
shoot in Texas.

The state Film Commission may
deny subsidies to any production
that includes “inappropriate content
or content that portrays Texas or
Texans in a negative fashion.” But
the commission, eager to woo as
many movie, advertising and video-
game shoots as possible, has never
exercised that clause. “You have to
understand that we want to create
jobs,” said Bob Hudgins, the com-
mission’s director. “That is our fo-
cus.”

“Machete” may put that focus to
the test. Directed by Robert Rod-
riguez and produced by Quentin
Tarantino, the film stars Robert De
Niro, Lindsay Lohan, Cheech Marin,
Jessica Alba and, in the title role,
Danny Trejo. Mr. Trejo plays a rene-
gade Mexican cop who flees to
Texas and is hired to assassinate a
sleazy state lawmaker who has
made his name by urging crack-
downs on illegal immigrants. May-
hem ensues.

The movie grew out of a mock
trailer Mr. Rodriguez made for a
schlocky 2007 film called “Grind-
house,” whose satirical, over-the-top
style “Machete” is meant to em-
brace. Mr. Rodriguez called it a
“hard-hitting, white-knuckled, good
time.”

But last month, he swerved into
political controversy when he re-
leased what he later described as a
“fake trailer” for “Machete” on a fan
website. It opened with the star, Mr.
Trejo, growling that he had a mes-
sage for Arizona, which had just
passed its controversial law aimed
at identifying and deporting illegal
immigrants. The footage that fol-
lowed spliced scenes to make it
seem as though Mr. Trejo was as-
sembling an army of illegal immi-
grants bent on gory revenge.

Outraged, nationally syndicated
radio host Alex Jones, who works
out of a studio in Austin, Texas, ac-
cused the film’s director of foment-
ing a race war and demanded that
Texas deny the project subsidies.
Mr. Jones has since changed his

mind, saying that “the state
shouldn’t be able to pick and choose
which type of film gets funding.”

But his initial stridency sparked
a broader outcry. In two weeks,
more than 400 calls and emails
poured into Republican Gov. Rick
Perry’s office, virtually all urging
the state not to give tax dollars to
“Machete,” said Allison Castle, a
spokeswoman for the governor.

Peter Morrison, a real-estate de-
veloper in the small town of Lum-
berton, in southeast Texas, was
among the protesters. “Machete, to
put it mildly, is not only viciously
anti-American, it’s also incendiary,”
he wrote in a weekly newsletter he
said he sends to thousands of online

subscribers. “This isn’t entertain-
ment; it’s propaganda of the worst
kind.”

In Texas, the incentives for pro-
ducing films in-state are delivered
after the shooting has wrapped, in
the form of cash rebates. Big-budget
films like “Machete” get back 15% of
what they have spent in the state,
plus a bit more if they shoot in eco-
nomically depressed areas.

Mr. Hudgins, the film-commis-
sion director, said he won’t decide
whether “Machete” is eligible for
the subsidy until he sees a final cut
this summer. (The film is set for re-
lease Sept. 3 by 20th Century Fox,
which, like The Wall Street Journal,
is owned by News Corp.)

BY STEPHANIE SIMON

Director Robert Rodriguez’s coming film ‘Machete’ was shot in Texas and thus
is eligible for a rebate of up to 15% of what was spent in the state.
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Everett Collection

Danny Trejo in the title role in
‘Machete,’ appearing in a trailer.
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Europe

n The 16 euro-zone governments’
finance ministers gave their final
approval to a €440 million ($525
million) emergency loan program
that could rescue any member
country from default, while urging
more deficit cuts to restore mar-
ket confidence. The ministers said
the special entity set up for emer-
gency lending would aim for the
highest possible credit rating.
n The IMF, meanwhile, called on
euro-zone officials to take imme-
diate action to address the budget
deficits and weak financial sys-
tems at the core of the crisis.
n The EU and IMF sought to bol-
ster global confidence in Hun-
gary’s ability to manage its fi-
nances, after the nation vowed to
trim its budget deficit and adhere
to agreements with lenders.

n The euro rebounded from the
weakest point against the dollar
since March 2006 and an 8½-year
low against the yen.

n Germany announced about €80
billion ($100 billion) in combined
austerity measures from 2011 to
2014 in a bid to comply with con-
stitutional requirements and ease
concern about the debt situation
in the EU. Vice-chancellor and
Foreign Minister Guido Wester-
welle said the measures aim to
cut spending and don’t include
any increases in income tax or
value-added tax.

n The U.K. government would
have to pay £70 billion ($100 bil-
lion) in interest on its debt by
2015 if it doesn’t take urgent ac-
tion to cut borrowing, Prime Min-
ister David Cameron said, in a
move to boost support for tough
spending cuts. The amount is al-
most twice the annual revenues
from taxes on company profits.

n Turkey and Azerbaijan signed
a long-awaited deal that will pro-
vide 11 billion cubic meters of Az-
eri natural gas a year to Turkey
beginning as early as 2016. The
agreement is seen as crucial to
plans to reduce Europe’s depen-
dence on Russian gas.
n In Moscow, meanwhile, Russia
took another step toward realizing
a pipeline that would bring Rus-
sian natural gas to southern Eu-
rope when it signed a deal with
Greece to build the South Stream
gas pipeline.

n A Portuguese lesbian couple
wed in the first same-sex cere-
mony since the predominantly
Catholic country introduced a law
allowing gay marriage. Teresa
Pires and Helena Paixao, divorced
mothers in their 30s who have
been together since 2003, married
in at a Lisbon registry office.

n Spaniards who want to save
bullfighting won a reprieve as
lawmakers in the Catalonia region
decided to hold off on a vote to
ban the sport that opponents con-
sider cruel to animals.

n Archaeologists said 80 head-
less skeletons excavated from a
northern English building site ap-
pear to be the remains of Roman
gladiators, one of whom had bites
from a lion or other large animal.

n Danish cartoonist Kurt Wester-
gaard, who caricatured the
Prophet Muhammad and caused
outrage in the Muslim world, said
he is quitting because he is get-
ting old. He turns 75 next month.

i i i

U.S.

n President Barack Obama
sought to reassure Americans that
the Gulf Coast would “bounce
back” from the worst oil spill in
U.S. history, but not without time,
effort and reimbursement from
BP. How he is seen handling the
disaster by the public could define
his second year in office.

n Consumer borrowing increased
slightly in April, a sign that Amer-
icans may have more faith in the
economic recovery. Borrowing
rose by $954.8 million in April,
the Fed said. But the government
revised away a gain it had origi-
nally reported for March. Instead,
it reported that credit fell a sharp
$5.44 billion during that month.

n Federal prosecutors said a dis-
barred South Florida lawyer,
Scott Rothstein, should get a 40-
year prison sentence for running a
$1.2 billion pyramid scheme. Roth-
stein, 47, deserves some breaks
for cooperating with investigators,
prosecutors said.

i i i

Americas

n Police seized control of Mex-
ico’s largest copper mine to end a
three-year strike that paralyzed
operations while union leaders de-
manded safer working conditions.
It is unclear whether operations
will resume at the Cananea mine
owned by Grupo Mexico SAB, just
south of the Arizona border.

n Canada’s Conservative govern-
ment is coming under heavy criti-
cism from opposition parties for

spending nearly $2 million for a
fake lake inside the media center
for this month’s G-8 and G-20
summits. Organizers are building
the artificial lake to showcase the
G-8 site in Huntsville, Ontario.

i i i

Asia

n North Korean leader Kim Jong
Il installed his brother-in-law, who
analysts believed had become the
second-most powerful person in
the country in recent years, to a
post that officially certifies that
role: vice chairman of the National
Defense Commission. (Kim is
chairman of the commission,
North Korea’s highest state body).

n In India, seven former Union
Carbide India officials charged in
connection with the Bhopal gas
leak more than 25 years ago have
been found guilty of “causing
death by negligence” and sen-
tenced to two years in prison.
Survivors said the sentences are
too little, too late. The appeals
process could drag on for years,
even decades, while those con-
victed remain free on bail.

n Sri Lanka’s president met eth-
nic Tamil leaders and promised
them a political solution for the
first time since the end of the na-
tion’s 25-year civil war last year.

n Mongolian Prime Minister
Sukhbaatar Batbold plans to list
20% to 30% of Tavan Tolgoi, the
giant coking coal deposit, on the
Mongolian Stock Exchange. The
proposal, under which half the
shares would be distributed to
Mongolian citizens, comes as part
of a campaign promise by Batbold

to help improve the standard of
living of Mongolia’s population.

n Kyrgyzstan will nationalize the
country’s largest commercial
bank, AsiaUniversalBank, the
country’s interim government
said, to help restore assets it said
were stolen in the revolt that top-
pled the previous leadership.

n Afghan President Hamid Kar-
zai’s office defended his decision
to remove two of Afghanistan’s
top security officials, conceding
they would be missed but insist-
ing they must be held accountable
for a recent lapse, an attack on a
major peace conference.

n Iran was singled out for the
first time as a “special case” by
the head of the International
Atomic Energy Agency because of
suspicions it is hiding experimen-
tal nuclear weapons programs.

i i i

Middle East

n Israel killed four Palestinians
in diving gear off the coast of the
Gaza Strip and launched an air
strike against alleged militants
preparing to fire rockets into Is-
rael, heightening tensions a week
after a deadly Israeli raid against
a flotilla of aid and activists.
n Turkey, united by outrage at Is-
rael’s killing of Turkish citizens as
they took aid to Gaza, is dividing
over the government’s handling of
the affair and the role of the Isla-
mist charity that organized the
aid convoy. Opposition politicians
and some columnists have begun
to express concern the govern-
ment is getting carried away by
public anger at the Israeli actions.

n An Egyptian security official
declared the blockade of Gaza a
failure and said his country will
keep its border with the Palestin-
ian territory open indefinitely.

n In Iraq, at least 11 people were
killed in several attacks, including
three who were killed when a car
bomb exploded in a Baghdad
shopping area. Although violence
has fallen sharply in recent years,
Iraqi security forces still struggle
to stop deadly attacks as U.S.
troops prepare to withdraw.

i i i

Africa

n Bill Gates, the philanthropist
and co-founder of Microsoft,
praised Muslim leaders from Nige-
ria’s north for convincing skepti-
cal parents to allow their children
to receive polio vaccinations, an
effort that cut new infections
from hundreds to three this year.

i i i

Australia

n Prime Minister Kevin Rudd
said he has a “huge amount of
work to do” after a poll showed
his government could lose elec-
tions due by April 2011.

n The government is launching a
police investigation into whether
Google breached privacy laws
while collecting information for
its online mapping service.

WORLD WATCH

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

Japan’s prime minister-elect, Naoto Kan, center, and the new executives of his ruling Democratic Party of Japan raise their fists at a Tokyo meeting, at which Kan
named Yukio Edano, left, as the party’s new secretary. The move clears the way for Kan to name a new Cabinet and begin tackling issues left over after the
resignation of Yukio Hatoyama, who stepped down last week after failing to keep a campaign promise to move a U.S. military base off the island of Okinawa.

Agence France-Presse/Getty Images

Japan’s ruling party chooses new leaders in wake of Kan’s election to premier post
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GULF OIL SPILL

BP steps up effort to improve image
Oil company prepares to air series of TV commercials designed to diminish criticism over Gulf of Mexico spill

Undeterred by criticism of a new
television commercial featuring its
leader, BP PLC is pressing ahead
with a major ad campaign—in an ef-
fort to rescue its badly damaged im-
age—as oil continues to spew into
the Gulf of Mexico.

“We are preparing a series of ads
to air over the next days and
weeks,” said Andrew Gowers, a
spokesman for the oil company.

President Barack Obama blasted
the British company Friday for re-
portedly spending $50 million on TV
advertising as BP scrambles to fix
its leaking well.

BP rolled out a new TV ad late
last week featuring a personal apol-
ogy from Chief Executive Tony Hay-
ward. In the spot, he promises U.S.
taxpayers won’t be footing the bill
for the cleanup. As images of the
cleanup effort appear on screen, he
says: “To those affected and their
families, I am deeply sorry.”

Early indications suggest the ad
isn’t hitting the mark with consum-
ers and crisis experts. “The ad failed
to resonate in a meaningful way,”
said Ju Young Lee, co-founder and
chief scientist of Ace Metrix, a Los
Angeles research firm that polled
consumers on their reaction. “What
consumers are saying is that they
have been waiting for BP to say
something and, after hearing it,

they say they didn’t learn anything
new,” she added.

In its poll of 560 consumers ages
21 to 54, Ace Metrix found that
about 75% disagreed that Mr. Hay-
ward was the right person to lead
BP out of its image disaster. Ms. Lee
said one in five respondents said
they had a hard time believing Mr.
Hayward’s sincerity in the ad.

“It’s very unfortunate that Tony
Hayward is the face of this crisis,”
said James S. O’Rourke, a professor
of management at the University of
Notre Dame. BP has spent too much
time “cleaning up” after Mr. Hay-
ward’s public missteps, he added,
referring to recent gaffes such as a
comment by Mr. Hayward that he
“wanted [his] life back.” Mr. Hay-
ward later apologized for the re-
mark.

Mr. Gowers said BP is tracking
the reaction to its ads and is “happy
with how they are performing.” He
wouldn’t say whether Mr. Hayward
will appear in the new ads.

The company declined to say
how much it is spending on the
marketing effort. It has suspended
all of its regular advertising, and is
using its ad budget to address the
oil spill. Last year, BP shelled out al-
most $100 million on ad time and
space in the U.S., according to an
ad-tracking unit of WPP PLC.

BP bypassed its longtime ad
agency, WPP’s Ogilvy & Mather, to

create the new TV ads, enlisting
Purple Strategies, a Washington
public-affairs firm that is owned by
Republican strategist Alex Castella-
nos and Democratic consultant

Steve McMahon, according to a per-
son familiar with the matter.

BP recently hired a new head of
U.S. media relations, Anne Womack
Kolton, a former Energy Department

official and aide to former Vice
President Dick Cheney. U.K. public-
and government-relations firm
Brunswick Group is also among
those working to repair BP’s image.

BY SUZANNE VRANICA

BP Chief Executive Tony Hayward spoke to reporters last month in Fourchon, La., about the Gulf of Mexico oil spill. He
has apologized for saying that he “wanted [his] life back.”
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More leaking oil collected
said.

BP said it brought 11,100 barrels
of crude to a ship on Sunday after
having collected 10,500 barrels Sat-
urday, up from slightly more than
6,000 barrels the previous day.

U.S. Coast Guard Adm. Thad
Allen, the U.S. government’s point
man on recovery efforts, said at a
White House news conference Mon-
day that BP was approaching the
collection of 15,000 barrels a day.

The company last week placed a
containment cap on the ruptured
well and on Monday said a second
containment system would be avail-
able for deployment in mid-June,
potentially increasing the amount of
oil and gas that can be captured.

The relative success of the cap-
ping procedure follows a string of
failures to reduce the amount of oil
that has been gushing into the Gulf
for more than six weeks.

Scientists led by the U.S. Geologi-
cal Surve+y have estimated at least
12,000 to 19,000 barrels of oil a day
have been leaking into the water.

The cap is the latest BP attempt
to contain the leak sprung by the
explosion and sinking of the Trans-
ocean Ltd. drilling rig Deepwater
Horizon, which BP was leasing. The
April accident killed 11 workers.

BP hopes to enhance the system
lowered over the well last week by
using equipment initially developed
for the failed “top kill” effort to
plug the well.

Two relief wells currently being
drilled are considered the best bet
to plug the leak. Those wells are ex-
pected to be completed in August at
the earliest.

Meanwhile, costs to stem the leak
are mounting, though BP said it was
too early to quantify total expenses

Continued from first page

and liabilities associated with the
incident.

The $1.25 billion figure excludes
$360 million for a Louisiana barrier-

islands construction project, BP
said.

—Jared Favole contributed
to this article.

Helicopters carried sandbags Monday as part of an effort to check the oil flow.
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Florida’s anglers
get sidelined by spill

PENSACOLA, Fla.—Rebecca Yates
hoped to reel in a $2,000 prize last
weekend for catching a whopper of a
king mackerel in the Gulf of Mexico.

Instead, Ms. Yates and a crowd of
other would-be anglers hung up their
rods and drowned their sorrows at
the Paradise Bar & Grill on Pensacola
Beach, as oil from the Deepwater Ho-
rizon spill gathered along Florida’s
northwestern shoreline. “I say we all
just need to get drunk,” she said, tak-
ing a swig of “firefly,” a concoction of
vodka, lemonade and sweet tea.

With about a third of federal wa-
ters in the Gulf closed to fishing as of
the weekend, scores of local angler
tournaments are being nixed, bait
shops are empty and charter boats
are idle, illustrating the extent to
which the slick is hurting not only
commercial fishermen but the Gulf’s
deep tradition of recreational fishing.

Ms. Yates, a 40-year-old paralegal,
was one of about 50 female mackerel
enthusiasts gearing up for the week-
end’s ladies-only Queen of Kings “ro-
deo”—essentially a fishing tourna-
ment—which was canceled as the oil
approached the Panhandle, with a
sheen just south of Pensacola Beach’s
fishing pier on Sunday.

The spill’s northeast drift means
Florida’s anglers now are hurting
along with fishermen from Louisiana,
Mississippi and Alabama. Florida has
the largest number of sport fishermen
in the U.S., with 2.7 million, the high-
est “angler expenditures,” with an av-
erage of $4.4 billion annually, and the
largest number of “angler-supported

jobs,” with 75,068, according to the
American Sportfishing Association.

The Panhandle’s saltwater-fishing
season typically starts in March,
when enthusiasts troll for cobia.
Spanish mackerel and king mackerel
start arriving in April and May; wa-
hoo and mahi-mahi are popular
catches beginning around late May.
Snapper, grouper, amberjack and
many other fish join the list before
the season winds down in the fall.

Some in Pensacola refuse to let
the oil stop them. Sean McLemore, a
local scuba diver and fisherman, had
signed up for four rodeos. All have
been canceled, but he went spear
fishing off the coast of Pensacola last
week and caught a large red snapper.
First, though, he had to dive through
a patch of murky, water-oil mixture.

“It was like a chocolate milk-
shake,” said the 30-year-old Mr. Mc-
Lemore, who helps manage an electri-
cal-contracting firm.

Joe Zwierzchowski, who organized
the Queen of Kings rodeo, was still
hoping to squeeze it in before the oil
arrived. But after he arose at 5 a.m.
Friday and saw news and weather re-
ports, he pulled the plug. Mr. Zwier-
zchowski is holding off on canceling a
bigger rodeo open to men, the Miller
Lite Mack Attack, which is planned
for August with a $10,000 prize. “But
I’m not very hopeful,” he said.

Fishermen here have a complex
relationship with oil rigs. Some locals
swear the rigs make for better fish-
ing. Shrimp and other bait like to con-
gregate around structures, and that
draws larger fish, said John Booker, a
sales clerk at Hot Spots Bait & Tackle
in Gulf Breeze.

BY MIKE ESTERL
AND JENNIFER LEVITZ
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Argentines labor over rails to nowhere
Volunteers battle weeds, wasps, squatters and highways in hopes the trains will come back someday

LOZANO, Argentina—Deep in
the lush pampa, a crew of hard-
hats works on the railroad, clear-
ing brush off the tracks and refit-
ting crossing signals. “The day the
train comes through here again,
we’ll be ready,” worker Dario Cu-
billa says, waving his shovel for
emphasis.

He probably shouldn’t hold his
breath. The last train left the Lo-
zano station 12 years ago.

This stretch of the Gen. Manuel
Belgrano Railroad, just west of
Buenos Aires, was one of many un-
profitable routes abandoned when
the government liquidated most of
its railway holdings in the 1990s.

But the lack of a locomotive
isn’t deterring the grand plans of
Mr. Cubilla and the about 70 other
volunteers of the Amigos of the
Belgrano Railroad Association.
Over several years, the train buffs
have labored indomitably to re-
store about 160 kilometers of bro-
ken-down, weed-choked rail-
way—enduring extremes of
weather, station-house squatters,
scrap metal thieves and a variety
of intrusive animals. As they shore
up trestles and replace missing
rails, the Amigos are praying that,
if they rebuild the railroad, the
train will come again.

“Someone will see that we’re
creating an opportunity here,”
says one of the Amigos, Oscar
Martino, looking on as a crew
spruces up a century-old station in
a town called Villars. “And we
hope someone will seize the
chance to reconnect with places
like Villars.”

Then again, some might look at
decrepit state of the rest of down-
town Villars and say, “Are you se-
rious?” Chickens and dogs scurry
along a path from the train station
where waistcoat-wearing passen-
gers once strutted. A squatter
family now makes its home in the
brick water tower which used to
service passing steam locomotives.
Other railway buildings are in ru-
ins, as are some houses, aban-
doned long ago by residents who
headed for the city in search of
better opportunities.

The Amigos have obtained the
government’s permission to work
on the deserted track—it’s federal
property—but no promise that

train whistles will be blowing
there anytime soon. Investments
are trickling into some other col-
lapsed parts of Belgrano, so
there’s always hope. The last oper-
ator in the Amigos’ territory was
Belgrano Cargas, a freight carrier
that was carved out of the main
line 1993; a Belgrano Cargas
spokesman hails the volunteer
railwaymen’s “fervid passion for
trains and caring spirit.”

The Amigos’ passion isn’t al-
ways sufficient to counter scrap-
metal thieves, who are capable of
ripping off track as fast as they
themselves can lay it. The railroad
restorers must also contend with
squatters illegally occupying Bel-
grano property.

They frequently endure mis-
haps while clattering along the
tracks in vintage railway motor
cars, which they’ve jury-rigged
back into service. Once, a volun-
teer’s car ran smack into a stray
cow. Neither the animal nor the
machine was the quite the same
for some time afterwards.

Eighty years ago, when Argen-
tina was one of the top 10 econo-
mies in the world, its rail network
was one of the world’s largest. In
1948, the railroads were national-
ized by strongman Juan Domingo
Peron, who dispatched trains into
the hinterlands outfitted with hos-
pital and movie-theater cars. Gen.
Belgrano was the longest of six
federal branches, stretching more
than 12,000 kilometers through 14
northern provinces.

But management woes and
competition from highways led to
the national railroad’s steady de-
cline. At the start of the 1990s,
with the railroads losing close to
$1 billion a year, a conservative
government shut down or sold off
most train routes, splitting up the
remnants of the Gen. Belgrano. As
Argentina’s rail system withered,
90 rural communities became
ghost-towns and 600 others were
put at risk of extinction, census
data showed.

In 2002, when rains washed out
the dirt road that was the town of
Espora’s sole link to the outside
world, a local farmer named Victor
Rodriguez had the inspiration of
making his way out on the tracks
in a reconditioned railway motor
car, clearing debris off the rails as
he went.

Some Buenos Aires train fanat-
ics got wind of Mr. Rodriguez’s do-
it-yourself plan. “How could we re-
sist helping him?” asked one of the
aficionados, Andres Rovira. Mr.
Rovira started coming to the coun-
tryside weekends to work on the
railway along with friends.

Soon the group incorporated
some ringers from the railroad, in-
cluding Mr. Martino, and his fa-
ther, Carlos Alberto Martino, a re-
tired Belgrano station chief from
the town of Navarro. “I could
never abandon the railroad,” said
the elder Mr. Martino, who lives
and works in the station, which he
converted into a widely frequented
railway museum. “The return of
the railroad is inevitable,” a sign
near the door confidently asserts.

The Amigos were formally
chartered in 2006, dividing up the

rebuilding work among local
branches. The group finances itself
with membership dues and some
modest government grants, though
the most important asset is the
sweat of members’ brow. The
younger Mr. Martino says the Ami-
gos are perhaps 40% of the way
through a reconstruction that will
take several more years to com-
plete, unless the government or a
train operator steps in to do the
heavy lifting.

On a recent Sunday, a team of
about 15 Amigos wielding saws
and machetes were clearing a sec-
tion of track that had been swal-
lowed up by a dense thicket. Sud-
denly, one laborer came dashing
back out of the trees.

“Ahhhh! What pain!” he cried.
“Run! Everybody run!”

It turned out the man was be-

ing attacked by wasps. The other
Amigos helped their colleague re-
move some stingers, and then
turned their attention to the
beachball-size hive. They built a
fire beneath the hive, stoking it
with brush and old tires, until the
nest was engulfed in flames.

Later that afternoon, the Ami-
gos would endure the derailment
of a maintenance car, a broken
chainsaw and a dispute with a
horse-cart driver over right-of-way
on the track. But they still cleared
another kilometer of railway before
calling it a day.

BY MATT MOFFETT

Left, workers cut a tree stump out of the defunct Gen. Manuel Belgrano railway; center, workers on a motorized maintenance vehicle near Lozano; right, the son of a worker sleeps on a maintenance car.
Matthew Moffett/The Wall Street Journal (3)

WSJ.com
ONLINE TODAY: See a video about
train preservationists in Argentina
at WSJ.com/World
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Didier Drogba fractured his
elbow in a friendly game
against Japan last week, hand-
ing Ivory Coast coach Sven-
Goran Eriksson a major World
Cup selection headache just
days before the tournament
kicks off.

As the team’s captain and
talisman, Mr. Drogba had been
expected to carry his country’s
hopes in South Africa, but now
the prolific Chelsea forward’s
participation at the finals is in
doubt. Formerly an outsider of
note in the Golden Boot mar-
ket, he is now untouchable,
even at 50/1, to be top scorer.

Another consequence of that
injury is that Portugal, at 4/6, is
now the clear second-favorite
to qualify from Group G, behind
Brazil, at 1/8. Ivory Coast now
looks a better option to lay
rather than back on Betfair in
the “to qualify” market.

Brazil, this column’s outright
tip at 9/2 to lift the World Cup,
should top the pool, which also
includes North Korea.

The last time that Brazil, the
only nation to appear at every
World Cup, failed to finish first
in its group was in Argentina in
1978 and the country is 8/13 to
continue this run in South Af-
rica. In addition, the team has
won every group game at the
tournament since losing to Nor-
way in France in 1998.

Given the strength of its op-
ponents, North Korea is likely to
be completely outclassed at its
first World Cup since 1966. Sur-
prise quarterfinalists back then,
this time the country is odds-
on to be held without a single a
point. Coral’s 5/2 for North Ko-
rea to finish the tournament
without scoring is also tempt-
ing.

Tip of the day

285

Source: ATPWorldTour.com

Ivory Coast's Didier Drogba
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Forget rankings at World Cup
Top football teams don’t usually win title in tournament filled with pitfalls

Such is the nature of knockout
competition, especially in team
sports, that the pretournament fa-
vorite rarely wins.

Consider the NCAA basketball
tournament: In the past 30 years,
the school ranked top in the Associ-
ated Press’s final pre-March Mad-
ness poll actually went on to be-
come national champion on just
four occasions—Duke did it in 1992
and 2001, UCLA in 1995 and North
Carolina in 1982.

Football is no different. While
the FIFA world ranking may be im-
perfect, it’s the only measure we
have of the relative strength of foot-
ball nations. And, since its creation
in 1992, FIFA’s index—which, admit-
tedly relies on statistical data rather
than the subjective opinion of AP
poll voters in college basket-
ball—has proved to be an extraordi-
narily poor predictor of World Cup
success.

Four World Cups have been
played since the FIFA ranking was
introduced, and the top nation at
the start of the tournament has
never actually gone on to win it. In
2006, two of the pre-World Cup
top-10 reached the semifinals, and
in 2002 and in 1998, just one did.
The 1994 campaign was rather more
successful, with three of the four
semifinalists ranked in the top-10.

But even prior to the FIFA rank-
ing system, favorites have tended to
underperform at the World Cup. In
fact, you probably have to go back
to West Germany in 1974 to find the
last time a country was universally
tipped for success and delivered.

None of this bodes too well for
Brazil and Spain, the top two teams
in the FIFA index and most pundits’
favorites. They may be the two best
sides in the world, but there are
enough speed bumps and pitfalls
along the way that they probably

won’t win the tournament.
Under coach Carlos Dunga, him-

self a no-frills defensive midfielder,
this Brazil is a far cry from the care-
free, all-out attacking sides of yes-
teryear. In fact, with the exception
of the 2006 team, which flopped,
Brazil hasn’t lived up to its “joga
bonito” stereotype since the 1980s.
Mr. Dunga’s Brazil is predicated
upon a watertight defense—mar-
shalled by goalkeeper Júlio César
and hulking centerback Lúcio—and
a hard-working midfield. Of course,
this is still Brazil, so there is still
flair and technique aplenty. But
playmaker Kaká, who is coming off
a disappointing season but remains
one of the best in the world, will
have to work a bit harder to keep
the goals rolling in at the offensive
end of the pitch.

Spain, reigning European cham-
pion, has taken over Brazil’s mantle
as the most entertaining side
around. The midfield is packed with
smallish, creative passers—led by
the magnificent Xavi—who weave
intricate patterns and befuddle op-
ponents. Up front, David Villa and
Fernando Torres are two of the
most prolific forwards in the world.
The concern, perhaps, is that Spain’s
midfielders are all a bit too similar
to each other and that, top to bot-
tom, there is a certain lack of size
and physicality, which could lead it
to get bullied off the pitch by a
more muscular opponent.

Nit-picking? Possibly. It’s true
that most of the other nations have
equally big nits to pick.

Argentina is blessed with a boat-
load of talent up front—two out of
Lionel Messi, Diego Milito, Gonzalo
Higuaín, Sergio Agüero and Carlos
Tévez will likely be on the bench,
even though they would be starters
for most other teams—and is solid
throughout, but coach Diego Mara-
dona is an unknown quantity whose
tenure has been marked by erratic

choices and volatile behavior—his
foul-mouthed rant at reporters after
qualifying earned him a suspension
from FIFA. Mr. Maradona straddles
the line between genius and folly:
As a player he clearly leaned toward
the genius side; as a coach the jury
is most definitely still out.

England, inventor of the game,
made Fabio Capello the highest-paid
coach in the world in the hopes that
his pedigree (nine league titles in 15
seasons) would exorcise the demons
of underachievement that have
plagued it in the past. Mr. Capello
has restored confidence and single-
mindedness, but giving the English
a top-shelf goalkeeper or depth in
attack is beyond even his powers.

Holland was 8-for-8 in qualifying
and boasts two of the best players
in the Champions League in Wesley
Sneijder and Arjen Robben, but the
back four looks shaky and unre-
markable. Italy, the defending world
champion, is an aging team that is
probably overreliant on the men
who delivered the World Cup four
years ago.

Germany has been hit by an in-
jury crisis in midfield, is stuck with
uninspiring striking corps and 2010
may be too soon for some of its
starlets to fully shine. France ad-
vanced to the final in 2006, but
coach Raymond Domenech, already
at loggerheads with public opinion,
is running out of miracles. Losing to
China in a friendly Friday did little
to change the widespread belief that
Les Bleus are on the slide.

So much for the traditional pow-
ers. Portugal boasts the world’s
most expensive player in Cristiano
Ronaldo, but struggled through
qualifying and it remains to be seen
whether Mr. Ronaldo can carry the
side. Mexico could turn a few heads,
but lacks a cutting edge up front,
despite the fact that striker Javier
Hernández looks like the real deal.

The fact that the tournament is,

for the first time, being held in Af-
rica has raised expectations for Afri-
can teams, particularly Ivory Coast,
whose lineup boasts a string of star
names, none more so than Didier
Drogba. But Mr. Drogba broke his
arm in a friendly on Friday and is
doubtful and Ivory Coast—which
has looked too much like 11 individ-
uals rather than a team—is stuck in
a very tough group with Brazil and
Portugal.

Nigeria and Ghana, traditional
African powerhouses, have both lost
their midfield generals—John Obi
Mikel and Michael Essien, respec-
tively—to injury, though the Ghana-
ians seem better equipped to deal
with the loss. All told, the best Afri-
can bet might be Cameroon, a team
that has traditionally shattered neg-
ative stereotypes in terms of tactical
nous and organization. It’s unlikely
to be Algeria or the host nation,
South Africa, which, despite a stel-
lar midfield combo in Teko Modise
and Steven Pienaar, looks thin at the
back and up front.

And the U.S.? A year ago, it
shocked the world by upsetting
Spain and playing Brazil close in the
Confederations Cup. But those feats
probably speak more to the fact
that, in a one-off game, tactical nous
and individual exploits can subvert
conventional wisdom. Still, the U.S.
has more than enough to advance to
the knockout stage at which point, a
shock result, like the one witnessed
last year, wouldn’t be beyond the
realm of possibility.

If history tells us anything, this
is bound to be another unpredict-
able World Cup that neither of the
two clear-cut favorites—Spain and
Brazil—will win. But, like March
Madness, that doesn’t mean it will
be any less entertaining.

—Gabriele Marcotti is the world
soccer columnist for The Times of

London and a regular broadcaster
for the BBC.

BY GABRIELE MARCOTTI

Brazil’s Robinho, right, and teammate Kaka joke during a training session of their team ahead of the World Cup on June 4 in Johannesburg.
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EUROPE’S DEBT CRISIS

Partner’s gaffes hurt Merkel’s reach
BERLIN—Guido Westerwelle, the

youthful head of Germany’s pro-
business Free Democratic Party, led
his party into government in Sep-
tember on a promise to lower taxes,
spend more on education and cut
red tape. Eight months on, Mr.
Westerwelle is fighting for political
survival.

Recent polls suggest the FDP, the
junior coalition partner to Chancel-
lor Angela Merkel’s Christian Demo-
cratic Union, has fallen into a down-
ward spiral, with the party recently
scoring less than half the record
14.6% of the popular vote it gar-
nered in September. Approval rat-
ings for Mr. Westerwelle, who is
also the country’s foreign minister,
have slumped to 24% from 43% in
September.

Political miscalculations, weak
leadership and a series of gaffes by
the 48-year-old Mr. Westerwelle
have upended the party’s agenda,
critics say. As a result, the FDP has
been sidelined, pushing Germany
closer to a constellation voters
wanted to avoid—the “grand coali-
tion,” an awkward power-sharing

arrangement between the country’s
two mainstream parties, the CDU
and the left-of-center Social Demo-
cratic Party, or SPD.

The turning point came last
month when the government lost
control of North Rhine-Westphalia,
Germany’s biggest state. The elec-
tion defeat, due in large part to the
FDP’s poor showing, cost the coali-
tion its majority in Germany’s upper
house of parliament. Now the gov-
ernment needs the support of the
Social Democrats to pass major leg-
islation.

“I don’t want to sugarcoat
things. The FDP is not doing well,”
Sabine Leutheusser-Schnarren-
berger, a veteran FDP member and
current justice minister, told Ger-
many’s Der Spiegel magazine in an
interview.

The SPD’s newly gained power in
the upper house also gives Ms.
Merkel less leeway than before in
pushing through unpopular mea-
sures involving the European Union.
When parliament approved a law
last month allowing Germany to
contribute to the emergency bailout
package for the EU, the SPD ab-
stained, allowing the measure to
pass but showing disapproval.

Supporters of the FDP had ex-
pected the party to prod the more
centrist CDU into action on reform.
Voters frustrated by years of inertia
under the grand coalition govern-
ment elected in 2005 embraced Mr.
Westerwelle’s message of renewal
and flocked to the FDP, returning
the party to government for the

first time in more than a decade.
For many Germans, the biggest

disappointment has been the FDP’s
shifting position on its signature is-
sue—taxes. After pledging a major
overhaul of Germany’s complicated
tax regime, including cuts, the FDP
has backed away from the promise.

Now, the government is poised
to end tax breaks for many Germans
in order to meet deficit targets.
Hope for tax relief all but evapo-
rated last month as Germany made
clear that it wants European gov-
ernments to make tough budget cuts
in exchange for aid guarantees—and
that Berlin plans to lead by example.

After the election last month in
North Rhine-Westphalia, govern-
ment tax revenue estimates con-
firmed there was little room for tax
cuts without putting additional
stress on the federal budget. Ms.
Merkel declared that the cuts were
off the table. Mr. Westerwelle didn’t
protest.

For the FDP, it “was a mistake to
tie their agenda so tightly to these
tax cuts, because it was abundantly
clear that there would be relatively
little room for error,” says Tim
Spier, a political researcher at Hein-
rich Heine University in Düsseldorf.

Mr. Westerwelle’s missteps ha-
ven’t helped the party’s cause. Ger-
man foreign ministers often score
strong poll ratings because repre-
senting Germany’s interests across
the globe often allows them to rise
above the domestic political fray.
But Mr. Westerwelle’s ratings are
the lowest of any major German pol-
itician. The 24% he received in a
poll released by broadcaster ARD
recently is just half the 48% Ms.
Merkel scored.

Several gaffes have also helped
push those numbers down. Mr.
Westerwelle created a popular You-
tube video last fall by snapping at a
reporter for asking him a question
in English. In another instance, he
compared Germany’s jobless bene-
fits to “late Roman decadence.”

The Free Democrats enjoyed a
long reign as political kingmakers.
That ended in 1998, and many of the
party’s current leaders adopted the
brash style of politicians in perpet-
ual opposition. The Free Democrats
shifted from a party eager to com-
promise in exchange for power, to
one committed mainly to pro-busi-
ness ideals, Mr. Spier says. That ri-
gidity has hurt the FDP since it re-
turned to government last fall.

BY PATRICK MCGROARTY
AND MATTHEW KARNITSCHNIG

The ratings of Guido Westerwelle, left, are the lowest of any major German politician and have made him a liability to the coalition government headed by Angela Merkel
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Falling out of favor
Support for Guido Westerwelle
and his FDP party has slumped
since elections last September.

Source: Infratest Dimap polls of at least
1,000 adults
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Nervous banks park record funds at ECB
The euro-currency system

opened the week under fresh strain
after concerns about bank liquidity
and Hungarian finances heightened
investor aversion to risk.

The open lack of official concern
about the plunging euro, Hungarian
debt warnings, fear of bank defaults
and uncertainty about economic re-
covery have added to the level of
toxicity.

In a clear sign of shaken nerves
in the euro-zone banking system,
the European Central Bank said
early Monday that banks parked a
record €350.9 billion ($419.9 billion)
in cash at the ECB’s low-yielding but
safe overnight deposit facility.

If markets are functioning prop-
erly, banks use the ECB facility to
the tune of only a few hundred mil-
lion euros. Despite massive injec-
tions of ECB funding into the bank-
ing system, banks appear
increasingly unwilling to lend to
each other in money markets, where
banks lend to each other at higher
rates.

“The environment remains
rather tense, with banks extremely
keen on staying liquid,” say analysts
at UniCredit Bank. Not helping was

last week’s ECB financial stability
report that banks face around €200
billion in loan losses this year and
next, they observed.

Although not a member of the
16-nation euro zone, the new Hun-
garian government’s warnings about
the state of the country’s finances
raised fear of default risk for euro-
zone banks. Budapest’s attempts to
downplay the warnings didn’t fully
reassure markets.

The Hungarian default talk weak-
ened government bond markets
along Europe’s fiscally week periph-
ery. On Monday, the cost of insuring
most European government debt
against default continued rising,
with Portugal and Belgium showing
the largest gains.

Market analysts at Danske Bank
detected that the ECB had to step
up use of its controversial bond-pur-
chasing program as a result. The
ECB tried letting the government
bond markets of Spain, Portugal, It-
aly, Greece and Ireland stand on

their own two feet last week by
scaling back is purchases. “However,
markets did not function well and
the ECB began buying once more
Friday,” Danske said. The ECB re-
mains the only bidder in many of
these markets, they added.

There also is a lot of competition
for bunds. Belgium, the Netherlands,
Austria, Germany, Portugal, Spain
and Italy will issue up to €26 billion
of bonds this week. The absorption
of this amount will be cushioned by
around €16 billion of German re-
demption and coupon payments.

Markets could face another li-
quidity crunch at the end of this
month, when the ECB’s mammoth
€442 billion tender of 12-month
funds expires. That total equates to
almost half of the liquidity provided
by the ECB and the 16 national cen-
tral banks that currently provide
around €846 billion in temporary
funds to banks in the region.

Investors also have remarked on
the apparent unconcern among

euro-zone officials with the euro’s
precipitous decline against the dol-
lar. Trading under $1.2000 early
Monday, the shared European cur-
rency is down 21% from a December
peak.

The ECB has made no sign of in-
tervening, verbally or materially
with actual euro purchases. Nor are
senior EU officials likely to push for
it, with the weak currency offering
an edge for an export-led economic
recovery. Euro Group Chairman
Jean-Claude Juncker said Sunday
the current level of the euro isn’t a
concern, but called for improved
government cooperation between
countries using the currency.

Mr. Juncker said the euro’s re-
cent volatility is due to a perceived
weakness of the common European
currency that makes it vulnerable to
rumor . “There have been imprudent
statements from some Hungarian
officials that have made financial
markets think that Hungary is the
future domino,” he said.

BY TERENCE ROTH
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Customer service as a growth engine
Companies shift more resources to help staffers who deal with public to reduce frustrations and improve loyalty

Executives are paying more at-
tention to customer service in an
effort to increase sales and gain
market share in the economic re-
covery.

Drug-store chain Walgreen Co.
is training pharmacists to spend
more time helping patients with
chronic illnesses. Comcast Corp.
is putting call-center agents
through new training and in-
structing supervisors to coach
their agents more. American Ex-
press Co. is expanding a program
aimed at getting agents to build
better relationships with custom-
ers.

Just over a quarter of the 1,405
companies surveyed by Accenture
late last year said customer ser-
vice would be the first area they’d
increase funding for as the econ-
omy recovers. Some companies
have begun that practice this year.

Businesses are changing their
approach, too, dedicating more of
their efforts to the customer seg-
ments considered most lucrative.
It’s an outgrowth of the recession,
when companies scrutinized cus-
tomer-service spending to see
which business practices delivered
the biggest returns.

Some executives also see a
chance to woo frustrated custom-
ers from rivals through word of
mouth and by creating pleasant
experiences. In another Accenture
survey of 5,000 consumers, 69%
said they had switched at least
one provider because of poor cus-
tomer service in 2009. That’s two
percentage points higher than in
2008 and 10 points higher than
2007.

Walgreen is trying to gain the
loyalty of patients with chronic ill-
nesses, starting with diabetes.
Since January, it has trained 500
pharmacists to work closely with
diabetes patients. The pharma-
cists set up regular 20-to-45-min-
ute meetings with patients to help
them manage their disease. Phar-
macists normally meet with pa-
tients for about three to five min-
utes. Walgreen is betting that
loyal customers with lifelong ill-

nesses will spend more money at
the pharmacy and consolidate pre-
scriptions there.

“We think we’ll see a stronger
degree of patient loyalty, and we
want to get a bigger share of the
patient wallet,” says Colin Watts,
chief innovation officer at Wal-
green.

With 4,000 new diabetes cases
being diagnosed each day, accord-
ing to Walgreen research, Mr.
Watts expects the program to at-
tract new customers. In an effort
to improve customer service, ex-
ecutives conducted home visits
with patients. Diabetic patients
said they were confused about
managing the disease and the ad-
vice they received.

The company plans to roll the

program out nationally by the end
of 2010—it’s in eight regions
now—and extend similar services
to customers with asthma and hy-
pertension.

Cable provider Comcast is bol-
stering customer service opera-
tions in an effort to retain cus-
tomers and sell higher-priced
services. The company has been
trying to improve customer ser-
vice for the past couple of years,
but it’s still a sore spot: earlier
this year The Consumerist, a con-
sumer issues website, granted
Comcast its “Worst Company in
America” award.

In January, Comcast started
putting its 24,000 call-center
agents through additional training
and has told call-center supervi-

sors to spend 70% of their time
coaching their agents, more than
double the amount of time they
spent before. So far, Comcast says
it’s seen a decrease in repeat cus-
tomer calls—queries about the
same problem—and in customer
requests to speak to a supervisor.

“Our primary focus has been
on ensuring that we’re delivering
superior customer service and
that clears the way for us to be
able to up-sell,” says Tina Waters,
senior vice president of customer
operations at Comcast.

American Express is also rely-
ing on customer service changes
to drive growth. It’s expanding a
training program started last year
aimed at getting call-center
agents to focus less on resolving

calls quickly, and more on building
customer loyalty. The reasoning:
more loyal customers will spend
more money. Already agents in 16
countries have gone through the
training; later this year the pro-
gram rolls out to about five more
countries.

Rather than answering a call
by saying “Thank you for calling,”
agents now say: “How is your day
going?” They’re also told to look
for opportunities to pitch related
services rather than rush off a
call.

Customer service is “a growth
engine for a company in a world
where marketing dollars and
credit is constrained,” says Jim
Bush, head of world-wide cus-
tomer service.

BY DANA MATTIOLI

American Express is encouraging its call-center agents to focus more on the quality of customer service than the quantity of calls handled.
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European companies seek alternatives to paint-ball
LONDON—Paint-balling and Go-

Karting have been the traditional
ways that companies in Europe
use to boost employee morale. But
multinationals like Nomura Hold-
ings Inc. are engaging in alterna-
tive ways to lift their team spirits.

“I have been to the obligatory
team-building exercises but they
sometimes can be suitable for
sporty types or they don’t neces-
sarily foster the behavior you
want,” says Andy Thompson, se-
nior brand manager for Appletiser
U.K., part of Coca-Cola Enterprises
Inc. “Sometimes these exercises
can be quite competitive.”

That’s why in March this year
he took 10 people to cooking les-
sons in the London-based Ven-
turi’s Table. “Everyone loved it
and we could help each other out.”

Mr. Thompson’s final goal, of
course, wasn’t to teach his em-
ployees about the best way to

cook Spaghetti al Crudo, but he
wanted to build closeness in the
team. “It was about trying to
bring people together and for peo-
ple to know a little bit more about
themselves away from the office
conversation,” Mr. Thompson says.

Anna Venturi, managing direc-
tor of the corporate cookery cen-
ter, says even throughout the cri-
sis, companies saw the need to
participate in these events. “In the
past five years we have dealt with
over 10,000 professionals, as com-
panies still see the need to keep
the moral high, although there has
been a cut back in entertainment.”

Learning to cook isn’t the only
team-building exercise that’s gain-
ing popularity. Anthony Harte,
head of community affairs at No-
mura, says team-building activities
have been an effective way to inte-
grate teams across the business,
particularly since the Japanese
bank bought bankrupt Lehman
Brothers Holdings in 2008.

As part of the team-building
activities Nomura has signed up
60 employees to climb the three
tallest peaks in the U.K. the last
weekend of June.

Malcolm Horton, global head of
recruitment at Nomura, says simi-
lar initiatives at the company

which fall under the so-called
community-affairs program have
“significantly contributed to the
development of our culture and
our activities have brought our
employees together and raised
morale at a crucial moment in our
history.”

London-based developer Mount

Anvil PLC encourages staff for a
day to take time off work to build
a vintage biplane using limited
materials. “People take up differ-
ent roles to build the different
parts of the plane and to plan
ahead. Then we spend sometime
looking at the lessons learned,”
says Brian De’ath, sales and mar-
keting director at Mount Anvil.

During the exercise, Mr. De’ath
adds, every employee is on a level
playing field as managers work to-
gether with the rest of the staff.
“We don’t take any phone calls or
check emails. These days are sac-
rosanct for us.”

Oliver Donoghue, director at
pharmaceutical recruitment
agency Non-Stop, with offices in
the U.K. and the Czech Republic,
encourages his employees to take
part in so-called Wellness Wednes-
days, which have included golf,
bowling and water skiing.

“We work solidly throughout
the day, and it is stressful. But in-

stead of bringing everyone down
to the pub, we thought about ac-
tivities that would create work
and life balance and would keep
you fit and healthy.”

Experts warn that companies
rarely analyze the impact these
sessions are having on businesses
and there is very little follow-up
to determine their success.

James Bywater, head psycholo-
gist at Surrey-based consultancy
firm SHL Group Ltd. says some of
the criticism on team-building ex-
ercises is that there is “very weak
analytical review.” He says compa-
nies should be more methodical.
“Organizations are often not clear
about what they want to achieve.”

“Research suggests that when
group works together it helps
them build a network, but the ef-
fects of team building may not last
very long and goodwill to do
things together may evaporate as
soon as you leave each other,” he
adds.

BY JAVIER ESPINOZA

Experts say companies
rarely follow up or analyze
the impact these sessions
have on businesses.
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EUROPE’S DEBT CRISIS

Hungary garners support
BUDAPEST—The European Union

and International Monetary Fund
sought Monday to bolster global
confidence in Hungary’s ability to
manage its finances, after the gov-
ernment in Budapest pledged to
trim its budget deficit and adhere to
agreements with lenders.

Fears of a ballooning deficit in
Hungary, touched off by comments
from local politicians that have
since been disavowed by govern-
ment officials, unsettled global mar-
kets Friday, prompting steep drops
not just in the Hungarian currency,
the forint, but also in the euro and
other European currencies.

“The Hungarian crisis is shadow
boxing. It’s not a real crisis,” said
Olli Rehn, the European commis-
sioner for economic and monetary
affairs, at a meeting of European fi-
nance ministers in Luxembourg.
“Hungary has taken substantial
measures of fiscal consolidation in
the last couple of years.”

Hungary turned to the EU and
IMF for help in 2008, when it was
unable to raise money in capital
markets to fund its government-
spending overruns.

Hungary has drawn about €10
billion ($12 billion) from its IMF
loan and an additional €5.5 billion
from an EU facility. It hasn’t drawn
on either credit line so far this year,
despite being qualified to do so.

In exchange, it promised to cur-
tail government spending and
shrink its budget deficit. The target
for this year is 3.8% of gross domes-
tic product.

Dominique Strauss-Kahn, the
head of the IMF, which has been

closely monitoring Hungary’s com-
pliance with its credit agreement,
said the country’s financial situation
provides “no reason for special con-
cern.”

The forint regained ground Mon-
day. The Polish zloty stabilized and
the Czech koruna bounced back af-
ter getting caught up in the Hungar-
ian-inspired selloff last week.

Still, shock waves from the mar-
ket turmoil continued.

Neighboring Romania, which is
also struggling to curb state spend-
ing, on Monday failed to sell $340
million in one-year Treasury bills af-
ter potential buyers asked for yields
higher than the government was
willing to pay.

Investors’ push for higher yields
was a sign of their worry that the
government in Bucharest would be
unable to push through proposed
austerity measures—a fear exacer-
bated by Hungarian comments that

the country might exceed its deficit
targets.

Hungarian officials met with IMF
and EU representatives in Budapest
Monday for informal discussions on
the new government’s economic “ac-
tion plan.” Cabinet members spent
the weekend hammering out details
of the plan, which Prime Minister
Viktor Orbán is scheduled to an-
nounce Tuesday.

Government officials have
scrambled to restore confidence af-
ter remarks Thursday and Friday by
politicians raised the specter of a
larger-than-hoped-for deficit and
the potential for Hungary to follow
in the footsteps of Greece.

On Monday, the government’s
economy minister, György Matolcsy,
reiterated promises made by other
government officials over the week-
end that Hungary was still aiming to
keep this year’s budget deficit
within the 3.8% limit.

Mr. Matolcsy said Monday morn-
ing in a television interview that “a
very fine-tuned action plan is
needed, to reach the official deficit
target and put the economy on the
growth track at the same time.”

Opposition politicians and ana-
lysts said the governing party, Fi-
desz, which won by a landslide in
April elections after promising tax
cuts and stimulus measures to spark
economic expansion, appeared to be
looking for ways to explain the need
for continued belt-tightening to the
electorate.

“Fidesz set a trap for itself,” said
Kornelia Magyar, managing director
of Budapest-based political-analysis
firm Progressziv Intezet. “They
won’t be able to keep their election
promises and it will be hard to ex-
plain that to voters.”

BY GORDON FAIRCLOUGH
AND VERONIKA GULYAS

Fresh cuts in Germany and the U.K.
Europe’s largest economies are beginning to feel the financial-market pressures that have hit Spain and Greece

Germany’s government an-
nounced around €80 billion ($95.6
billion) in budget cuts in the next
four years, while the U.K. govern-
ment sought to prepare public opin-
ion for similar austerity measures.

The two countries’ moves to rein
in budget deficits show how finan-
cial-market nervousness over grow-
ing public debt in Europe is leading
even the region’s largest economies
to focus on fiscal discipline, despite
warnings from some economists
that early spending cuts could hurt
a fragile economic recovery.

German Chancellor Angela
Merkel unveiled plans to slash the
budget deficit in Europe’s biggest
economy by 2014 in order to comply
with debt limits in Germany’s con-
stitution and with European Union
rules.

The austerity policy will begin in
2011, when the government aims to
save €11.2 billion, equivalent to just
under 0.5% of gross domestic prod-
uct, mainly by cutting spending but
also with some extra taxes.

“Around €80 billion must be
saved until 2014 in order to put our
financial future on a solid footing,”
Ms. Merkel told reporters, adding
that Germany faces “serious, diffi-
cult times” and that the measures

“are necessary for the future of our
country.”

Germany’s quest for budget dis-
cipline is partly aimed at setting an
example for more profligate coun-
tries in the euro zone, which has
been rocked by a crisis of financial-
market confidence in recent months
due to runaway public debt in
Greece and other struggling mem-
bers of the bloc.

The euro zone’s fiscal crisis has
made it even more urgent that the
U.K. should take its fast-rising pub-
lic debt, British Prime Minister
David Cameron said Monday. The
new U.K. government’s examination
of public finances showed that “the
scale of the problem is even worse
than we thought,” he said.

Although the U.K. has a much
stronger economy than Greece, the
struggling euro-zone country’s debt
crisis “serves as a warning” that de-
veloped economies can suffer a sud-
den loss of investor confidence and
a sharp rise in interest rates, said
Mr. Cameron. “Investors don’t have
to put their money in Britain,” he
said.

Mr. Cameron warned that the
U.K. government will have to pay
£70 billion ($101.12 billion) in inter-
est on its debt by 2015 if it doesn’t
take urgent action to reduce its bor-
rowing.

That would make interest pay-
ments in 2015 bigger than the com-
bined education, transport and cli-

mate-change budgets, and almost
twice the annual revenues from
taxes on company profits, Mr. Cam-
eron said in a speech at the Open
University in Milton Keynes. “That
is how serious this problem is. This
is how far we’ve been living beyond
our means,” he said.

“We must go about the urgent
task of cutting our deficit in way
that is open and fair,” Mr. Cameron
said, adding: “The effects of these
decisions will stay with us for years,
if not decades to come.”

Germany’s targeted savings rise
to €19.1 billion in 2012, €23.7 billion
in 2013 and €27.6 billion in 2014.

Germany’s Vice Chancellor and
Foreign Minister Guido Westerwelle
said the measures consist mainly of
spending cuts and don’t include any
increases in income tax or the main
rate of value-added tax.

The ax will fall on social-welfare
and unemployment benefits, and the
government plans to review its mili-
tary spending.

Potential measures to raise extra
tax revenues include a levy on nu-
clear-power companies, along with
a tax on air passengers.

Germany’s U-turn from a fiscally
expansive stance to one of strict
austerity comes as the government

attempts to comply with a constitu-
tional amendment, passed last year,
that requires Germany to reduce its
budget deficit, when adjusted for
cyclical effects, to no more than
0.35% of GDP from 2016 onward.
That requires narrowing the deficit
by about €10 billion a year from
2011.

The government said it aims to
reach the EU’s permitted deficit
limit of 3% of GDP by 2013 at the
latest.

Germany’s budget deficit reached
3.1% of GDP in 2009 and the govern-
ment forecasts a deficit of around
5% this year. The so-called struc-
tural deficit, adjusting for economic
swings, is currently around 3% of
GDP, the government estimates.

Economists say Germany’s aus-
terity measures are likely to weaken
but not undermine the country’s
economic recovery.

German manufacturing orders
rose by a stronger-than-expected
2.8% in April compared with the
previous month as demand grew at
home and abroad, government data
showed.

The data indicate that Germany’s
recovery is well under way follow-
ing last year’s 5% contraction in
GDP, which was the worst perform-
ance in more than 60 years. The
outlook is also brightening because
the weaker euro is set to boost Ger-
man exports further, economists
said.

By Andrea Thomas in Berlin
and Paul Hannon in London

David Cameron said Monday that the U.K.’s situation was worse than thought.
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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 335.75 -4.25 -1.25% 720.50 333.75
Soybeans (cents/bu.) CBOT 935.00 unch. unch. 1,550.00 821.25
Wheat (cents/bu.) CBOT 432.25 -3.50 -0.80 1,113.50 431.00
Live cattle (cents/lb.) CME 87.725 -0.900 -1.02 95.575 83.500
Cocoa ($/ton) ICE-US 2,944 4 0.14% 3,522 2,237
Coffee (cents/lb.) ICE-US 133.10 -0.65 -0.49 180.00 120.10
Sugar (cents/lb.) ICE-US 14.33 -0.19 -1.31 25.03 11.89
Cotton (cents/lb.) ICE-US 75.51 0.23 0.31 100.50 53.87
Crude palm oil (ringgit/ton) MDEX 2,449.00 -25 -1.01 2,670 2,406
Cocoa (pounds/ton) LIFFE 2,534 -25 -0.98 2,606 1,585
Robusta coffee ($/ton) LIFFE 1,373 1 0.07 1,635 1,282

Copper (cents/lb.) COMEX 276.60 -5.35 -1.90 369.10 151.00
Gold ($/troy oz.) COMEX 1240.80 23.10 1.90 1,251.40 800.00
Silver (cents/troy oz.) COMEX 1816.20 86.30 4.99 2,154.00 760.00
Aluminum ($/ton) LME 1,857.00 -85.00 -4.38 2,481.50 1,564.50
Tin ($/ton) LME 15,925.00 -1300.00 -7.55 19,175.00 12,320.00
Copper ($/ton) LME 6,181.00 -299.50 -4.62 7,970.00 4,820.00
Lead ($/ton) LME 1,580.00 -70.00 -4.24 2,615.00 1,580.00
Zinc ($/ton) LME 1,617.00 -76.50 -4.52 2,659.00 1,490.00
Nickel ($/ton) LME 18,125 -225 -1.23 27,590 14,370

Crude oil ($/bbl.) NYMEX 71.44 -0.07 -0.10 116.80 51.44
Heating oil ($/gal.) NYMEX 1.9683 0.0106 0.54 3.3940 1.4160
RBOB gasoline ($/gal.) NYMEX 1.9949 -0.0004 -0.02 2.4426 1.3500
Natural gas ($/mmBtu) NYMEX 4.916 0.119 2.48 10.720 3.971
Brent crude ($/bbl.) ICE-EU 72.88 0.04 0.05 91.41 56.40
Gas oil ($/ton) ICE-EU 622.75 -6.50 1.03 755.00 499.00

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

Currencies London close on June 7
Per In

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

Argentina peso-a 4.6839 0.2135 3.9263 0.2547
Brazil real 2.2317 0.4481 1.8708 0.5345
Canada dollar 1.2626 0.7920 1.0584 0.9448

1-mo. forward 1.2628 0.7919 1.0586 0.9447
3-mos. forward 1.2634 0.7915 1.0590 0.9443
6-mos. forward 1.2644 0.7909 1.0599 0.9435

Chile peso 651.53 0.001535 546.15 0.001831
Colombia peso 2344.86 0.0004265 1965.60 0.0005088
Ecuador US dollar-f 1.1929 0.8383 1 1
Mexico peso-a 15.4427 0.0648 12.9450 0.0772
Peru sol 3.4029 0.2939 2.8525 0.3506
Uruguay peso-e 22.964 0.0435 19.250 0.0519
U.S. dollar 1.1929 0.8383 1 1
Venezuela bolivar 5.12 0.195187 4.29 0.232848

ASIA-PACIFIC
Australia dollar 1.4639 0.6831 1.2271 0.8149
China yuan 8.1507 0.1227 6.8324 0.1464
Hong Kong dollar 9.3096 0.1074 7.8039 0.1281
India rupee 56.1745 0.0178 47.0888 0.0212
Indonesia rupiah 11035 0.0000906 9250 0.0001081
Japan yen 109.40 0.009141 91.71 0.010905

1-mo. forward 109.35 0.009145 91.66 0.010910
3-mos. forward 109.23 0.009155 91.56 0.010922
6-mos. forward 109.00 0.009174 91.37 0.010944

Malaysia ringgit-c 3.9755 0.2515 3.3325 0.3001
New Zealand dollar 1.8048 0.5541 1.5129 0.6610
Pakistan rupee 101.997 0.0098 85.500 0.0117
Philippines peso 55.866 0.0179 46.830 0.0214
Singapore dollar 1.6915 0.5912 1.4179 0.7053
South Korea won 1474.03 0.0006784 1235.62 0.0008093
Taiwan dollar 38.699 0.02584 32.440 0.03083
Thailand baht 38.944 0.02568 32.645 0.03063

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

Euro zone euro 1 1 0.8383 1.1930
1-mo. forward 0.9997 1.0003 0.8380 1.1933
3-mos. forward 0.9990 1.0010 0.8374 1.1941
6-mos. forward 0.9980 1.0020 0.8366 1.1953

Czech Rep. koruna-b 26.049 0.0384 21.836 0.0458
Denmark krone 7.4373 0.1345 6.2344 0.1604
Hungary forint 284.40 0.003516 238.40 0.004195
Norway krone 7.9901 0.1252 6.6978 0.1493
Poland zloty 4.1620 0.2403 3.4888 0.2866
Russia ruble-d 37.936 0.02636 31.801 0.03145
Sweden krona 9.6439 0.1037 8.0841 0.1237
Switzerland franc 1.3854 0.7218 1.1613 0.8611

1-mo. forward 1.3844 0.7223 1.1605 0.8617
3-mos. forward 1.3821 0.7235 1.1586 0.8631
6-mos. forward 1.3780 0.7257 1.1552 0.8657

Turkey lira 1.9161 0.5219 1.6062 0.6226
U.K. pound 0.8231 1.2150 0.6899 1.4494

1-mo. forward 0.8230 1.2150 0.6899 1.4494
3-mos. forward 0.8229 1.2152 0.6898 1.4496
6-mos. forward 0.8228 1.2154 0.6897 1.4499

MIDDLE EAST/AFRICA
Bahrain dinar 0.4497 2.2236 0.3770 2.6526
Egypt pound-a 6.7694 0.1477 5.6745 0.1762
Israel shekel 4.6299 0.2160 3.8811 0.2577
Jordan dinar 0.8455 1.1827 0.7088 1.4109
Kuwait dinar 0.3460 2.8900 0.2901 3.4477
Lebanon pound 1790.62 0.0005585 1501.00 0.0006662
Saudi Arabia riyal 4.4733 0.2236 3.7498 0.2667
South Africa rand 9.3247 0.1072 7.8165 0.1279
United Arab dirham 4.3816 0.2282 3.6730 0.2723

SDR -f 0.8203 1.2190 0.6877 1.4542

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.

18 EUROPE Stoxx Europe 600 242.71 -1.82 -0.74% -4.1% 16.0%

14 Stoxx Europe 50 2362.17 -13.39 -0.56 -8.4 10.6

18 Euro Zone Euro Stoxx 243.20 -2.43 -0.99 -11.5 6.4

12 Euro Stoxx 50 2529.97 -23.62 -0.92 -14.7 2.5

15 Austria ATX 2235.21 -32.15 -1.42 -10.4 5.6

8 Belgium Bel-20 2412.05 -17.62 -0.73 -4.0 17.9

11 Czech Republic PX 1114.4 -20.9 -1.84 -0.3 18.5

22 Denmark OMX Copenhagen 367.39 -3.99 -1.07 16.4 36.3

15 Finland OMX Helsinki 6397.88 -72.57 -1.12 -0.9 11.5

14 France CAC-40 3413.72 -41.89 -1.21 -13.3 3.8

12 Germany DAX 5904.95 -33.93 -0.57 -0.9 18.0

... Hungary BUX 21192.50 -96.43 -0.45 -0.2 35.9

19 Ireland ISEQ 2983.43 Closed 0.3 4.1

11 Italy FTSE MIB 18631.18 -103.55 -0.55 -19.9 -6.3

18 Netherlands AEX 317.54 -3.68 -1.15 -5.3 21.0

11 Norway All-Shares 397.40 -3.97 -0.99 -5.4 15.5

17 Poland WIG 40026.77 -424.44 -1.05 0.1 29.8

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

12 Portugal PSI 20 6947.15 -27.28 -0.39 -17.9 -1.3

... Russia RTSI 1340.82 -19.92 -1.46% -6.0 22.3

8 Spain IBEX 35 8795.3 -128.1 -1.44 -26.3 -6.4

15 Sweden OMX Stockholm 306.60 -3.83 -1.23 2.4 27.5

15 Switzerland SMI 6291.04 -7.93 -0.13 -3.9 16.7

... Turkey ISE National 100 54306.63 -306.30 -0.56 2.8 61.4

11 U.K. FTSE 100 5069.06 -56.94 -1.11 -6.4 15.1

3 ASIA-PACIFIC DJ Asia-Pacific 113.02 -3.76 -3.22 -8.2 7.8

... Australia SPX/ASX 200 4325.89 -123.47 -2.78 -11.2 8.9

... China CBN 600 22748.05 -344.26 -1.49 -21.7 -4.1

14 Hong Kong Hang Seng 19378.15 -401.92 -2.03 -11.4 6.2

17 India Sensex 16781.07 -336.62 -1.97 -3.9 14.4

... Japan Nikkei Stock Average 9520.80 -380.39 -3.84 -9.7 -3.5

... Singapore Straits Times 2751.88 -54.63 -1.95 -5.0 17.9

11 South Korea Kospi 1637.97 -26.16 -1.57 -2.7 17.6

2 AMERICAS DJ Americas 283.57 -0.61 -0.21 -4.4 16.1

... Brazil Bovespa 61620.88 -54.87 -0.09 -10.2 16.0

15 Mexico IPC 30881.28 -111.37 -0.36 -3.9 25.0

*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 1.2271 1.7786 1.0567 0.1518 0.0386 0.1832 0.0134 0.3162 1.4639 0.1968 1.1594 ...

Canada 1.0584 1.5340 0.9114 0.1309 0.0333 0.1580 0.0115 0.2727 1.2626 0.1698 ... 0.8625

Denmark 6.2344 9.0361 5.3685 0.7712 0.1960 0.9308 0.0680 1.6064 7.4373 ... 5.8904 5.0804

Euro 0.8383 1.2150 0.7218 0.1037 0.0264 0.1252 0.0091 0.2160 ... 0.1345 0.7920 0.6831

Israel 3.8811 5.6252 3.3420 0.4801 0.1220 0.5795 0.0423 ... 4.6299 0.6225 3.6669 3.1627

Japan 91.7050 132.9172 78.9675 11.3439 2.8838 13.6919 ... 23.6289 109.3995 14.7095 86.6449 74.7304

Norway 6.6978 9.7077 5.7675 0.8285 0.2106 ... 0.0730 1.7258 7.9901 1.0743 6.3282 5.4580

Russia 31.8005 46.0916 27.3835 3.9337 ... 4.7479 0.3468 8.1938 37.9364 5.1008 30.0458 25.9142

Sweden 8.0841 11.7171 6.9613 ... 0.2542 1.2070 0.0882 2.0830 9.6439 1.2967 7.6380 6.5877

Switzerland 1.1613 1.6832 ... 0.1437 0.0365 0.1734 0.0127 0.2992 1.3854 0.1863 1.0972 0.9463

U.K. 0.6899 ... 0.5941 0.0853 0.0217 0.1030 0.0075 0.1778 0.8231 0.1107 0.6519 0.5622

U.S. ... 1.4494 0.8611 0.1237 0.0314 0.1493 0.0109 0.2577 1.1929 0.1604 0.9448 0.8149

Source: Thomson Reuters via WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of June 07, 2010

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.50% 17 ALL COUNTRY (AC) WORLD* 272.31 2.68% -9.1% 10.4%

2.50 17 World (Developed Markets) 1,060.27 2.90 -9.3 9.3

2.40 17 World ex-EMU 128.02 2.71 -6.3 12.6

2.40 17 World ex-UK 1,062.68 2.98 -8.6 9.8

3.10 18 EAFE 1,345.97 2.12 -14.9 2.2

2.20 15 Emerging Markets (EM) 913.49 1.22 -7.7 18.2

3.50 15 EUROPE 84.87 -1.75 -3.9 16.7

3.80 15 EMU 135.29 4.19 -25.0 -8.4

3.50 16 Europe ex-UK 90.45 -2.29 -6.4 13.8

4.70 12 Europe Value 90.70 -2.11 -8.8 10.9

2.40 18 Europe Growth 76.94 -1.41 1.0 22.4

2.30 25 Europe Small Cap 163.65 -1.50 4.1 30.5

2.40 10 EM Europe 297.86 -1.80 6.9 35.5

3.60 13 UK 1,519.42 -1.63 -5.5 15.8

2.90 20 Nordic Countries 147.63 -2.01 8.3 29.5

1.90 9 Russia 705.16 -1.58 -5.5 11.6

2.30 21 South Africa 694.93 -1.95 -1.7 12.6

2.70 17 AC ASIA PACIFIC EX-JAPAN 379.49 0.72 -8.9 18.0

1.80 41 Japan 553.37 -0.07 -2.6 -0.7

2.40 16 China 59.02 0.01 -8.9 10.9

1.00 20 India 694.31 0.38 -1.8 21.0

1.30 13 Korea 474.43 0.40 -1.3 24.7

2.70 23 Taiwan 261.47 -0.36 -11.6 3.8

1.90 19 US BROAD MARKET 1,193.49 3.76 -3.5 18.0

1.20 408 US Small Cap 1,703.34 4.99 1.9 29.7

2.50 15 EM LATIN AMERICA 3,649.05 2.58 -11.4 19.9

*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.

2.29% 1 Global TSM 2104.74 -1.30% 9.9%

2.33 17 Global Dow 1355.30 -0.54% 19.9% 1717.19 -1.42 3.2

3.04 14 Global Titans 50 168.60 0.18 20.5 150.19 -0.70 3.8

2.94 16 Europe TSM 2139.14 -1.65 0.2

2.34 2 Developed Markets TSM 2038.84 -1.23 9.1

2.25 2 Emerging Markets TSM 3748.19 -1.87 17.2

3.43 20 Africa 50 886.80 -0.48 21.5 671.51 -1.36 4.6

2.43 13 BRIC 50 464.90 -1.37 27.3 528.77 -2.24 9.6

3.40 16 GCC 40 567.60 -0.46 3.3 430.71 -1.12 -10.9

1.90 1 U.S. TSM 10994.55 -0.12 15.3

3.29 29 Kuwait Titans 30 -c 191.08 -1.16 -17.6

1.83 -19 RusIndex Titans 10 -c 3391.00 -1.56 35.2 5332.06 -1.21 17.6

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

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

2.30% 10 Turkey Titans 20 -c 594.10 -0.18% 85.6% 653.77 -0.60% 64.4%

5.64 15 Global Select Div -d 169.40 -0.70 33.7 172.94 -1.57 15.1

5.94 10 Asia/Pacific Select Div -d 234.14 -3.21 12.3

4.23 14 U.S. Select Dividend -d 309.11 0.62 18.3

2.10 3 Islamic Market 1790.75 -1.06 9.3

2.67 14 Islamic Market 100 1829.80 0.12 21.9 1868.15 -0.76 4.9

4.06 11 Islamic Turkey -c 1546.80 0.24 53.4 2922.44 -0.18 35.9

2.87 16 Sustainability 851.20 -0.53 21.5 857.32 -1.40 4.6

4.63 0 Brookfield Infrastructure 1615.90 0.62 33.2 1837.89 -0.27 14.7

1.29 222 Luxury 1024.90 0.16 44.9 1036.60 -0.73 24.7

2.50 12 UAE Select Index 225.45 0.69 -18.1

DJ-UBS Commodity 140.60 0.70 12.5 122.07 0.04 -3.0

*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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Financial regulation: faces and fates
As the U.S. financial system gets its biggest overhaul in 80 years, impact runs from Wall Street to Main Street
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It isn’t just bankers.
Auto dealers, attorneys general

and derivatives traders are among
those sitting anxiously as Con-
gress enters the final stretch of its
financial-regulation revamp. The

two bills approved by lawmakers
contain numerous differences, and
negotiations to hammer out a
compromise will begin in earnest
this week. All told, they will rep-
resent the biggest change to the

U.S.’s system of financial oversight
in 80 years.

Reflecting the all-encompassing
nature of the legislation, some of
the widest gaps affect people far
from Wall Street. Auto dealers are

lobbying hard to be excluded from
oversight by a proposed con-
sumer-finance regulator. Retailers
want relief from what they say are
punitive fees charged by credit-
card companies. Non-financial

companies are fighting for more
flexibility in using derivatives.

Here is a look at some of the
differences that have to be ham-
mered out and those most likely
to be affected by the outcome.

Retailers want a provision cur-
rently only in the Senate bill that
would lift constraints imposed by
credit-card networks. They want
to be able to offer discounts on
cheaper forms of payment, or im-
pose a minimum charge for card
payments.

Networks currently charge re-
tailers a fixed fee of 1.5% to 2% of
the purchase price on credit-card
transactions. Debit cards generally
cost slightly less.

“Most of my friends and cus-
tomers are going, ‘Why should
you care?’ ” says Jay Ricker, chair-
man of Ricker Oil Co., an operator
of 49 gas-station convenience
stores in Indiana. “Because I pay
for debit,” he says. “I’m losing
money in many cases. If it’s a
packet of gum, I’d be better off to
just give them the packet of gum
sometimes.”

Mr. Ricker says he would offer
discounts of two or three cents

per gallon of gas for customers
paying with debit cards. He would
also invest in lighted price signs
showing different prices for debit-
and credit-card transactions.

“The inside of the store is
where I really want them to buy
something,” he says. Such fees are
a goldmine for some of the na-
tion’s largest financial companies,
which are fighting hard to strip
the bill of the provision.

—Louise Radnofsky

Auto dealers don’t want to be
regulated by a proposed consumer-
financial agency. They were suc-
cessful in wining an exemption in
the House bill, but not the Senate.

“Dealers are not banks, so to in-
clude us in financial reform, with
something really directed at Wall
Street, is a mistake and reflects a
misunderstanding of what we do,”
says Vince Sheehy, head of 20 auto-
dealership franchises in Virginia
and Maryland.

Mr. Sheehy worries that the
agency would prohibit high interest
rates on financing for customers
with poor credit, even though those
are sometimes the only rates that
high credit risks can get. While he
doesn’t expect to stop offering fi-
nancing altogether, “at a minimum,
it’s going to raise the cost” of pro-
viding it, and particularly onerous
regulation “could put a marginal
dealership over the edge,” he says.

“I can certainly see a scenario
where we might not be able to as-
sist a customer with certain types
of financing,” Mr. Sheehy says. “We
are the folks of last resort who are
able to find that loan for a cus-
tomer when they’re ready to buy a
car.”

The White House opposes any
exceptions and has stuck to a hard
line on the auto dealers so far. Rep-
resentatives of military personnel
are lobbying especially hard to en-
sure the legislation includes dealers,
citing horror stories of soldiers tar-
geted by predatory lenders.

—Louise Radnofsky

Few provisions are more im-
portant to Wall Street than
whether the biggest banks and
securities firms can continue to
trade derivatives, the complex fi-
nancial instruments that helped
cause the financial crisis. The
Senate version would force Wall
Street firms to separate their de-
rivatives units from their de-
posit-taking banks—or even jetti-
son them entirely.

Nowhere is the issue more im-
portant than at J.P. Morgan
Chase & Co., the largest U.S. de-
rivatives dealer. One Wall Street
analyst estimates that deriva-
tives account for 8% of the New
York company’s total revenue.
The Senate provision could
shrink its earnings by 26%.

In a 47-story office building on
Madison Avenue in midtown
Manhattan, the former headquar-
ters of Bear Stearns, a few hun-
dred J.P. Morgan employees who
market derivatives to U.S. corpo-
rations are awaiting word on
their fate.

The group offers derivatives
known as swaps that help compa-
nies issuing floating-rate debt or
protect the value of their inter-
national sales. Companies that
disclose regular use of deriva-
tives to hedge foreign-exchange
risk include Apple Inc., Caterpil-
lar Inc. and Pfizer Inc.

“Most of our clients prefer to
use the bank that provided the
loan to swap that loan to a fixed
rate,” says Kelly Coffey, Morgan’s
head of corporate derivatives
marketing.

Critics of the Senate provision
warn that such business might mi-
grate to less-regulated venues, such
as hedge funds or outside the U.S.
Partly because the Senate provision
was introduced recently, Ms. Cof-
fey’s group hasn’t done extensive
contingency planning. “It’s been so
fluid, there’s not a whole lot you can
do about changing anything,” she
says.

—Randall Smith

Both versions of the financial-
overhaul legislation empower
state officials over national regu-
lators and U.S. regulations, but the
House’s version goes further than
the Senate’s. State officials, who
tend to be more litigious than
their federal counterparts, have
hankered for such powers.

“My preference would be the
House version,” says Tom Miller, a
Democrat who has been Iowa’s at-
torney general almost continu-
ously since 1978. “I think funda-
mentally both of the versions are
good,” he adds, noting that U.S.

states would be able to enact their
own rules for products including
credit cards and mortgages.

On enforcement, Mr. Miller says
the House version gives attorneys
general “somewhat broader au-
thority.” But both bills still give
state officials the chance to work
with a new consumer financial-
protection agency.

Big banks want to deal with a
single set of national rules, not 50,
which is why they oppose empow-
ering state officials. National reg-
ulators also are leery of the idea.

—Louise Radnofsky

The retailer

The big bank

The derivatives trader

The attorney general

Beyond the move to force Wall
Street banks to spin off their de-
rivatives business, the entire
market is set to see new rules, in-
cluding pushing derivatives
transactions onto open ex-
changes. Those financial instru-
ments now are traded through
private outlets such as Super
Derivatives Inc., a firm founded
by former trader David Gershon.

Mr. Gershon’s risk tolerance
soon could be tested more than
ever, depending on how far law-
makers go to expose derivatives
trades to daylight.

“You know that there’s going
to be some change coming, so

you certainly need to be adap-
tive,” he says. “The reality is that
they haven’t reached the first
stone in the road in working out
the details.”

The Israel-born Mr. Gershon, a
former currency trader for the
Barclays Capital unit of Barclays
PLC and Deutsche Bank AG, is a
relatively small player in the de-
rivatives market. But his compet-
itive streak—he trains as a swim-
mer under a former Olympic
coach—led him to devise a pric-
ing system in the late 1990s to
gain an advantage over big rivals.
Until then, pricing largely con-
sisted of working the phones.

Mr. Gershon believes business
will spill over from public ex-
changes that won’t be able to ac-
commodate customized contracts.
Mr. Gershon also expects to make
money licensing technology to
public exchanges.

“In the short term, I think they
should get through it fine,” says
Lewis Ranieri, a SuperDerivatives
board member who is widely
credited with helping to invent
interest-rate derivatives in the
1980s as a trader with Salomon
Brothers. “In the long run, of
course, it changes things for ev-
eryone.”

—Peter A. McKay

The auto dealer

Associated Press
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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 1.26 98.79% 0.01% 1.42 0.75 0.98

Eur. High Volatility: 13/1 1.88 95.96 0.01 2.16 1.11 1.42

Europe Crossover: 13/1 5.89 96.50 0.05 6.44 3.95 4.81

Asia ex-Japan IG: 13/1 1.35 98.36 0.01 1.72 0.87 1.13

Japan: 13/1 1.41 98.02 0.01 1.76 0.85 1.16

Note: Data as of June 4

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

In percentage points
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t
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Source: Markit Group

Behind Asia's deals: Bank revenue rankings, Asia
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

Nomura $375 7.7% 69% 13% 18% ...

Mizuho 308 6.3 54 20 13 13%

Goldman Sachs 278 5.7 66 11 23 ...

Sumitomo Mitsui Banking Corp 236 4.8 72 10 4 15

Citi 148 3.0 60 12 26 2

Mitsubishi UFJ Financial Group 146 3.0 38 23 15 24

Bank of America Merrill Lynch 138 2.8 46 17 34 2

JPMorgan 135 2.8 61 12 27 1

UBS 135 2.8 52 23 25 ...

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 -0.67% -2.44% -1.4% -1.4% 2.8%

Event Driven 0.00 -1.88 0.0 0.8 11.3

Equity Long/Short -1.64 -5.26 -2.5 -0.9 3.9

*Estimates as of 06/04/10, 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

WSJ.com

Dow Jones Industrial Average P/E: 14
LAST: 9816.49 t 115.48, or 1.16%

YEAR TO DATE: t 611.56, or 5.9%

OVER 52 WEEKS s 1,052.00, or 12.0%

Note: Price-to-earnings ratios are for trailing 12 months
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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

Credit Suisse Group Switzerland Banks 6,822,322 43.26 0.84% -15.5% -11.9%

UBS Switzerland Banks 17,614,480 14.72 0.48 -8.3 -0.8

Nestle S.A. Switzerland Food Products 6,655,426 53.60 0.47 6.8 36.7

UniCredit Italy Banks 658,053,920 1.57 0.32 -30.0 -17.6

Bayer AG Germany Specialty Chemicals 3,448,387 46.56 0.17 -16.8 14.3

ArcelorMittal France Iron & Steel 12,177,262 22.59 -3.01% -29.8 -4.1

ING Groep Netherlands Life Insurance 31,927,701 6.11 -2.40 -11.4 2.8

Anglo American U.K. General Mining 5,141,450 2,458 -2.36 -9.3 38.9

BG Group U.K. Integrated Oil & Gas 6,011,325 1,045 -2.25 -6.9 -8.5

Nokia Finland Telecommunications Equipment 22,847,883 7.91 -2.10 -11.3 -27.3

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

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

BASF SE 3,689,066 42.81 0.15% -1.5% 38.5%
Germany (Commodity Chemicals)
ENI 19,028,020 14.96 0.07 -16.0 -14.8
Italy (Integrated Oil & Gas)
HSBC Holdings 39,335,433 629.40 -0.11 -11.2 20.2
U.K. (Banks)
SAP AG 14,656,311 36.15 -0.26 9.5 19.0
Germany (Software)
Novartis 4,174,277 52.40 -0.29 -7.3 20.5
Switzerland (Pharmaceuticals)
Unilever 5,417,768 22.75 -0.31 -0.0 29.5
Netherlands (Food Products)
British American Tobacco 4,295,242 2,136 -0.35 5.9 26.6
U.K. (Tobacco)
Intesa Sanpaolo 134,168,462 1.99 -0.40 -37.0 -17.3
Italy (Banks)
Deutsche Telekom 18,379,561 9.16 -0.48 -11.0 15.1
Germany (Mobile Telecommunications)
RWE AG 2,235,806 57.96 -0.53 -14.7 0.1
Germany (Multiutilities)
Total S.A. 7,189,543 37.97 -0.58 -15.6 -7.8
France (Integrated Oil & Gas)
Allianz SE 2,300,706 79.13 -0.58 -9.2 14.5
Germany (Full Line Insurance)
Royal Dutch Shell A 6,159,187 21.71 -0.69 2.9 11.8
U.K. (Integrated Oil & Gas)
BP PLC 87,928,589 430.30 -0.70 -28.3 -18.1
U.K. (Integrated Oil & Gas)
Daimler AG 4,936,968 40.08 -0.74 7.7 49.6
Germany (Automobiles)
Vodafone Group 75,177,284 137.50 -0.83 -4.3 21.6
U.K. (Mobile Telecommunications)
E.ON AG 8,718,370 24.32 -0.86 -16.8 -0.7
Germany (Multiutilities)
Astrazeneca 3,252,287 2,925 -0.86 0.5 15.5
U.K. (Pharmaceuticals)
Diageo 3,130,782 1,060 -0.93 -2.2 25.8
U.K. (Distillers & Vintners)
Barclays 55,038,607 285.90 -0.94 3.6 0.8
U.K. (Banks)

Latest,
in local STOCK PERFORMANCE

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

GlaxoSmithKline 5,254,820 1,164 -0.94% -11.8% 12.6%
U.K. (Pharmaceuticals)
Siemens 3,388,985 71.98 -0.99 12.1 34.7
Germany (Diversified Industrials)
BNP Paribas 7,175,280 42.69 -1.01 -23.6 -7.1
France (Banks)
France Telecom 11,881,041 15.27 -1.10 -12.4 -4.7
France (Fixed Line Telecommunications)
Assicurazioni Generali 7,898,936 14.13 -1.12 -24.9 -9.3
Italy (Full Line Insurance)
Telefonica 30,117,352 15.27 -1.13 -21.8 0.5
Spain (Fixed Line Telecommunications)
Banco Santander 65,473,874 7.46 -1.17 -35.4 -1.9
Spain (Banks)
Roche Holding 1,577,821 160.00 -1.17 -9.0 12.4
Switzerland (Pharmaceuticals)
L.M. Ericsson Telephone Series B 11,390,080 79.65 -1.18 20.9 14.1
Sweden (Communications Technology)
ABB Ltd. 7,722,506 19.22 -1.18 -3.6 13.5
Switzerland (Industrial Machinery)
Tesco 11,672,320 407.10 -1.25 -4.9 12.6
U.K. (Food Retailers & Wholesalers)
Deutsche Bank 5,598,402 46.40 -1.34 -6.1 -1.7
Germany (Banks)
AXA 9,869,404 12.34 -1.56 -25.4 -12.7
France (Full Line Insurance)
Iberdrola 26,003,844 5.06 -1.58 -24.2 -15.0
Spain (Conventional Electricity)
Societe Generale 6,589,194 31.00 -1.85 -36.7 -23.5
France (Banks)
Sanofi-Aventis 6,218,386 48.01 -1.94 -12.8 3.7
France (Pharmaceuticals)
Banco Bilbao Vizcaya Argentaria 41,046,477 7.54 -2.00 -40.8 -10.5
Spain (Banks)
BHP Billiton 10,693,066 1,735 -2.03 -13.0 16.1
U.K. (General Mining)
GDF Suez 5,867,779 24.56 -2.03 -18.9 -9.7
France (Multiutilities)
Rio Tinto 9,037,151 3,052 -2.05 -10.0 26.3
U.K. (General Mining)

Sources: Thomson Reuters

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 35.10 $24.32 0.15 0.62%
Alcoa AA 27.20 10.51 -0.33 -3.04
AmExpress AXP 10.30 37.71 -0.70 -1.82
BankAm BAC 150.20 14.83 -0.52 -3.39
Boeing BA 5.60 60.11 -1.04 -1.70
Caterpillar CAT 8.10 55.83 -1.93 -3.34
Chevron CVX 10.80 71.35 0.07 0.10
CiscoSys CSCO 46.90 22.76 -0.19 -0.85
CocaCola KO 9.10 50.80 -0.47 -0.92
Disney DIS 13.40 33.04 -0.65 -1.93
DuPont DD 7.30 34.09 -0.32 -0.93
ExxonMobil XOM 25.80 59.30 -0.23 -0.38
GenElec GE 65.40 15.41 -0.30 -1.91
HewlettPk HPQ 14.50 45.24 -0.81 -1.76
HomeDpt HD 19.90 31.55 -0.60 -1.87
Intel INTC 60.70 20.31 -0.64 -3.04
IBM IBM 5.90 124.13 -1.15 -0.92
JPMorgChas JPM 39.20 36.72 -0.90 -2.39
JohnsJohns JNJ 12.70 58.00 -0.01 -0.02
KftFoods KFT 10.60 28.32 -0.19 -0.67
McDonalds MCD 9.20 66.75 0.05 0.07
Merck MRK 12.90 33.31 0.14 0.42
Microsoft MSFT 69.30 25.29 -0.50 -1.94
Pfizer PFE 63.40 14.52 -0.24 -1.59
ProctGamb PG 11.90 60.62 -0.18 -0.30
3M MMM 5.60 74.74 -1.36 -1.79
TravelersCos TRV 5.30 48.27 -0.34 -0.70
UnitedTech UTX 7.70 63.22 -1.92 -2.95
Verizon VZ 15.00 27.08 -0.13 -0.48

WalMart WMT 18.60 50.74 0.34 0.67

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

BP 216 –30 114 117

Technip 98 –5 18 11

Merck 93 –1 3 ...

Lanxess 133 –1 –2 4

Vedanta Res 586 ... 16 9

Inv AB 79 ... –1 –8

Allied Domecq 80 ... ... –2

Glaxosmithkline 46 ... ... –5

Clariant 130 ... 1 –2

Astrazeneca 49 ... ... –5

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

TUI 845 27 50 –49

UPC Hldg 695 28 64 18

Valeo 232 29 39 –1

C de Aho Vlncia Castlln
Alicnte Bcaja 627 29 53 1

Gas Nat 230 30 56 10

Caja de Ahorros del
Mediterraneo 675 31 37 –68

Rep Austria 106 31 37 20

Iberdrola 207 36 54 –4

Hellenic Rep 805 43 117 –149

Sol Melia 767 48 36 16

Source: Markit Group

BLUE CHIPS � BONDS
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California tests tea party
Movement finds challenges in replicating smaller-market wins

The raucous and costly Republi-
can primary races in California and
Nevada, like those in other states,
attest to the tea-party movement’s
rising influence. But Tuesday’s votes
in the two states will be the first big
test of the movement’s promise and
limits—and offer clues to its nation-
wide strength this fall.

In Nevada, voters are poised to
deliver an upset in the race for the
GOP Senate nomination, as tea-
party favorite Sharron Angle leads
her establishment-supported rival in
recent polls.

The pride of the California tea
party, Chuck DeVore, has failed to
catch fire in the Republican Senate
race to challenge Democratic Sen.
Barbara Boxer. On Tuesday, polls
suggest he will finish well behind
Carly Fiorina, a wealthy former
Hewlett-Packard Co. chief executive
endorsed by the GOP establishment.

The California and Nevada pri-
maries illustrate a potential weak-
ness of the tea-party movement:
The bigger and more complex the
stage, the more money and organi-
zation the movement needs. It has
little of either now.

Tea-party activists, in their cru-
sade to reduce government spend-
ing and taxation, have notched three
victories so far this year. But all oc-
curred in small-turnout, low-cost
Senate races: a state-convention
vote in Utah, a primary in Kentucky
and a special election in Massachu-
setts, although other factors were
also at play there. Nevada, with its
population of 2.6 million, promises
to provide the next victory in this
category.

In California, with a population
nearing 40 million, the movement
has had trouble sustaining itself
without adequate resources. That
suggests some populist candidates
may face challenges in the general
election, which draws far more vot-
ers than primaries and requires
more money for advertising.

“We are 14 months old as an or-
ganization,” said Steve Brandau, co-
ordinator of the Central Valley Tea
Party in California. “We’re not quite
as effective as we want to be all
over, but by the 2012 election we
will be a force to contend with.”

Political experts say the tea
party could still sway the California
vote. The movement has already
forced establishment candidates
such as Ms. Fiorina to stake out
more-conservative positions. And a
populist candidate could yet win
Tuesday if voter turnout is low and
tea-party activists vote in dispro-
portionately high numbers.

In Nevada, Ms. Angle garnered
just 5% support in April polls. But
with the backing of groups such as
the Tea Party Express and anti-tax
Club for Growth, she grabbed the
lead by late May. The GOP governor,
Jim Gibbons, is also surging on tea-
party support, despite a series of
ethics scandals that prompted many
in the Republican establishment to
abandon him.

By contrast, California’s Mr. DeV-
ore seemed the perfect embodiment
of the tea-party mantra. A state as-
semblyman known for his outspoken
stance on limited government, he
ran billboards depicting himself be-
side the U.S. Constitution and the
motto “Support and Defend.”

Yet Mr. DeVore has consistently
trailed Ms. Fiorina in polls. In recent

weeks, she even picked up the sup-
port of voters who consider them-
selves tea-party members. This
comes despite her more-liberal
stances on issues such climate
change.

Mr. DeVore, in an interview Fri-
day, wasn’t ready to concede defeat.
But he said the race shows the reali-
ties facing the movement in a state
like California. “The issue is there
are so many more of them in Cali-
fornia,” he said of tea-party mem-
bers, “and there is no central lead-
ership like there would be in a
smaller state. But it’s the nature of
California, where one-eighth of the
country lives and [which] is very di-
verse.”

Analysts credit Ms. Fiorina’s
edge to her spending power. As of
May 19, she had spent $6.7 million
in her largely self-funded campaign,
versus $2.1 million by Mr. DeVore
and $1.7 million by Tom Campbell,
an ex-congressman who is a social
moderate.

Still, Ms. Fiorina called the
movement “incredibly important”
after an appearance in Bakersfield
Saturday. “You can’t be winning
without that support from the tea
party,” she said.

The movement has influenced
Ms. Fiorina and former eBay Inc.
CEO Meg Whitman, who is aiming
for the governor’s office, to stake
out more-conservative positions.
But both appear to have safe polling
leads, with Ms. Whitman and Ms.
Fiorina leading their closet oppo-
nents by 26 and 15 percentage
points, respectively, in a Field Poll
released during the weekend.

—Tamara Audi and
John R. Emshwiller

contributed to this article.

BY STU WOO
AND JIM CARLTON

The tea-party movement has influenced Republican California candidates Meg Whitman, top, and Carly Fiorina, bottom.

Given his
political condition,
Senate Majority
Leader Harry Reid
was always going
to have to win ugly

in his race for re-election this
year, if he was to win at all.

And thanks to a remarkable
Republican brawl heading into
Tuesday’s primary in Nevada, the
GOP just might be giving him a
chance to do exactly that.

It’s hard to overstate the
political perils facing the Senate’s
top Democrat as he seeks his fifth
term. Polls show a majority of his
state’s citizens have an
unfavorable view of Sen. Reid.
Until recently, he lost hypothetical
poll match-ups against his
principal potential Republican
foes. National Republicans have
put a giant bull’s eye on his back.

In short, Harry Reid is the
latest in a long line of prominent
senators from center-right
states—Tom Daschle of South
Dakota, Wyche Fowler of Georgia,
Jim Sasser of Tennessee—whose
roles as leaders of the national
Democratic party caused them big
problems back home. As it
happens, all those other
gentlemen were eventually beaten
by Republicans in Senate races.

“I think Reid is just incredibly
vulnerable, just amazingly
vulnerable,” says Whit Ayres, a
Republican pollster who recently
conducted focus groups with
Nevada voters. “The only question
is whether Republicans nominate a
strong challenger.”

Ah, there’s the rub for the GOP.
Like just about everything else
this political cycle, Tuesday’s
primary election in Nevada isn’t
going as planned. It may end up
crowning neither of the two
candidates originally considered
Reid’s strongest general-election
foes. Instead, the Republican
nominee may well be a candidate
most analysts once would have
considered, at best, the third
strongest person to face Harry
Reid.

The conventional wisdom about
who’s strongest could well be all
wrong, of course, as so much
conventional wisdom is this year.
Still, the picture for now suggests
Harry Reid is either very lucky or
very good—or both.

Heading into Tuesday’s
primary, polls suggest Nevada
Republicans are most likely to
nominate Sharron Angle, a tea-
party favorite and former state
legislator who couldn’t win the
Republican nomination for
Nevada’s Second Congressional
District back in 2006.

She started the year with a
mere $146,000 in campaign cash on
hand, and running well behind
establishment favorite and former
state party chairwoman Sue
Lowden, as well as businessman
Danny Tarkanian, thought to be the
favorite of the tea-party crowd.

Then things started to happen.
Sen. Reid’s camp, sensing that Ms.
Lowden was the strongest
potential challenger, started going
after her. She played into the

assault with an ill-advised
comment suggesting that the
health-care economy might
deteriorate to the point where
people might have to barter for
health care in the way voters’
grandparents might “bring a
chicken to the doctor”—an
innocent aside that took on
mythical proportions.

Meantime, anti-establishment
fervor began to grow, making Ms.
Lowden’s status as former state
party leader as much liability as
asset. She’s gone from a candidate
who beat Sen. Reid by 13 points in
a hypothetical match-up in
February to one who was a point
behind him in a new survey by
Mason-Dixon and the Las Vegas
Review-Journal released Sunday.

Meantime, a big chunk of the
tea-party movement decided to
ride the candidacy of Ms. Angle
rather than Mr. Tarkanian (the son
of a legendary basketball coach),
and ride it hard. The Tea Party
Express, a group that backs
conservative, small-government
candidates, announced over the
weekend that it has pumped
$500,000 into the Angle campaign.
Bottom line:

In the new poll, Ms. Angle has
an eight-point lead over Mr.
Tarkanian, and a nine-point lead
over Ms. Lowden. In the same poll
she beats Mr. Reid by three
percentage points.

That’s just fine for Reid
partisans, for Ms. Angle is the
most controversial of the three
potential Republican nominees
and the one easiest to portray as
outside the mainstream. That’s
because she’s suggested at various
times abolishing the federal tax
code, privatizing Social Security
for younger Americans and
eliminating the Education
Department.

In short, the very positions
that make her most exciting to the
tea-party movement make her
easier to attack and caricature in a
general election. At least that’s the
Democrats’ suspicion.

And Sen. Reid will have ample
resources on hand to paint his
kind of picture of the general-
election race. As of mid-May, he’d
raised $17.9 million for this
campaign cycle, and had $9
million of that still on hand.

“His only strategy is to make
his opponent an unacceptable
alternative,” says veteran
Republican strategist Ed Rollins,
who has endorsed Ms. Lowden.
Imagine voters are shopping for a
new car, he says, and “what Mr.
Reid has to do is flatten the tires,
put a few dents in the side and
spill some coffee on the seat.”

Of course, maybe voters are so
angry they will go for an
unconventional, even dented
option this year. Either way, a
great political story is unfolding.

[ Capital Journal ]

BY GERALD F. SEIB

Republican brawl gives
‘vulnerable’ Reid a chance

Like just about everything
else this political cycle,
Tuesday’s primary election in
Nevada isn’t going as
planned.

Associated Press(top); Getty Images (bottom)
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Andfs. Espanya EU EQ AND 06/04 EUR 10.44 -25.0 -3.8 -17.8
Andfs. Estats Units US EQ AND 06/04 USD 14.00 -6.8 10.3 -13.9
Andfs. Europa EU EQ AND 06/04 EUR 6.83 -13.0 3.6 -16.2
Andfs. Franca EU EQ AND 06/04 EUR 8.49 -12.8 2.8 -17.2
Andfs. Japo JP EQ AND 06/04 JPY 489.28 -4.3 3.9 -18.0
Andfs. Plus Dollars US BA AND 06/04 USD 9.18 -2.7 7.0 -6.2
Andfs. RF Dolars US BD AND 06/04 USD 11.61 1.6 9.4 0.8
Andfs. RF Euros EU BD AND 06/04 EUR 10.94 1.1 12.5 0.8
Andorfons EU BD AND 06/04 EUR 14.67 1.2 12.3 -0.3
Andorfons Alternative Premium OT OT AND 04/30 EUR 99.25 0.3 6.6 -6.5
Andorfons Mix 30 EU BA AND 06/04 EUR 9.49 -0.7 14.0 -6.9
Andorfons Mix 60 EU BA AND 06/04 EUR 8.92 -3.8 11.7 -13.7

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 05/27 USD 316261.90 15.2 74.7 12.6

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 06/07 EUR 9.27 1.1 -0.8 -3.0
DJE-Absolut P GL EQ LUX 06/07 EUR 209.29 2.2 12.6 -6.3
DJE-Alpha Glbl P EU BA LUX 06/07 EUR 174.68 -2.0 6.9 -6.0
DJE-Div& Substanz P GL EQ LUX 06/07 EUR 219.40 2.0 17.0 -3.0
DJE-Gold&Resourc P OT EQ LUX 06/07 EUR 193.64 13.7 26.3 1.3
DJE-Renten Glbl P EU BD LUX 06/07 EUR 136.24 4.3 10.0 6.2
LuxPro-Dragon I AS EQ LUX 06/07 EUR 147.72 -6.5 14.2 1.6
LuxPro-Dragon P AS EQ LUX 06/07 EUR 143.43 -6.7 13.7 1.1
LuxTopic-Aktien Europa EU EQ LUX 06/07 EUR 16.52 -6.7 6.7 -3.0
LuxTopic-Pacific AS EQ LUX 06/07 EUR 18.79 14.7 47.5 0.8

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 06/07 JPY 9985.03 0.7 NS NS
Prosperity Return Fund B EU BD LUX 06/07 JPY 8873.84 -10.2 NS NS
Prosperity Return Fund C EU BD LUX 06/07 USD 87.37 -9.4 NS NS
Prosperity Return Fund D EU BD LUX 06/07 EUR 108.59 11.2 NS NS
Renaissance Hgh Grade Bd A JP BD LUX 06/07 JPY 9937.26 0.4 NS NS
Renaissance Hgh Grade Bd B EU BD LUX 06/07 JPY 8759.28 -11.1 NS NS
Renaissance Hgh Grade Bd C EU BD LUX 06/07 USD 85.66 -10.3 NS NS
Renaissance Hgh Grade Bd D EU BD LUX 06/07 EUR 105.20 8.1 NS NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 06/04 EUR 21.76 -10.5 -11.7 -36.7
MP-TURKEY.SI OT OT SVN 06/04 EUR 40.18 15.7 63.7 4.9

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 06/04 EUR 14.45 8.1 32.3 1.8
Parex Eastern Europ Bd EU BD LVA 06/04 USD 15.84 8.2 35.7 5.7
Parex Russian Eq EE EQ LVA 06/04 USD 20.45 4.8 29.7 -20.2

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 06/04 EUR 125.34 3.4 24.1 NS
Pictet-Asian Eq (ExJpn)-I USD OT OT LUX 06/07 USD 156.66 -10.6 9.9 -14.0
Pictet-Asian Eq (ExJpn)-P USD OT OT LUX 06/07 USD 148.55 -11.0 9.0 -14.7
Pictet-Biotech-P USD OT OT LUX 06/03 USD 265.92 -6.0 -0.1 -10.4
Pictet-CHF Liquidity-P OT OT LUX 06/04 CHF 124.17 0.0 0.0 0.4
Pictet-CHF Liquidity-Pdy OT OT LUX 06/04 CHF 93.37 0.0 0.0 0.4
Pictet-Conv. Bonds-P EUR OT OT LUX 06/04 EUR 101.44 NS NS NS
Pictet-Digital Comm-P USD OT EQ LUX 06/04 USD 113.91 -2.5 18.9 -3.1
Pictet-Eastern Europe-P EUR EU EQ LUX 06/04 EUR 353.32 12.4 59.5 -11.2
Pictet-Emerging Markets-P USD GL EQ LUX 06/07 USD 471.11 -11.7 14.0 -17.5
Pictet-Eu Equities Sel-P EUR EU EQ LUX 06/04 EUR 402.81 -1.3 18.4 -12.3
Pictet-EUR Bonds-P EU BD LUX 06/04 EUR 398.45 3.6 8.5 5.7
Pictet-EUR Bonds-Pdy EU BD LUX 06/04 EUR 292.18 3.6 8.5 5.7
Pictet-EUR Corporate Bonds-P EU BD LUX 06/04 EUR 152.07 2.8 14.0 8.1
Pictet-EUR Corporate Bonds-Pdy EU BD LUX 06/04 EUR 103.09 2.8 14.0 8.1

Pictet-EUR High Yield-P EU BD LUX 06/04 EUR 151.86 3.9 31.1 4.2
Pictet-EUR High Yield-Pdy EU BD LUX 06/04 EUR 83.24 3.9 31.1 4.2
Pictet-EUR Liquidity-P EU MM LUX 06/04 EUR 136.06 0.1 0.4 1.5
Pictet-EUR Liquidity-Pdy EU MM LUX 06/04 EUR 96.73 0.1 0.3 1.5
Pictet-EUR Sovereign Liq-P OT OT LUX 06/04 EUR 102.42 0.0 0.1 NS
Pictet-EUR Sovereign Liq-Pdy OT OT LUX 06/04 EUR 99.93 0.0 0.1 NS
Pictet-Europe Index-P EUR EU EQ LUX 06/04 EUR 99.25 -1.7 19.4 -9.6
Pictet-European Sust Eq-P EUR EU EQ LUX 06/04 EUR 131.81 -1.0 20.5 -9.4
Pictet-Glo Emerging Debt-P USD GL BD LUX 06/04 USD 250.08 2.8 16.3 10.8
Pictet-Glo Emerging Debt-Pdy USD GL BD LUX 06/04 USD 162.41 2.8 16.3 10.8
Pictet-Greater China-P USD AS EQ LUX 06/07 USD 306.01 -12.9 4.2 -10.4
Pictet-Indian Equities-P USD EA EQ LUX 06/07 USD 343.58 -4.7 14.5 -1.8
Pictet-Japan Index-P JPY JP EQ LUX 06/07 JPY 8397.30 -5.5 -4.9 -22.0
Pictet-Japanese Eq 130/30-P JPY JP EQ LUX 06/04 JPY 4396.56 -0.5 4.7 -19.5
Pictet-Japanese Eq Sel-I JPY JP EQ LUX 06/04 JPY 7662.04 -1.1 1.3 -23.4
Pictet-Japanese Eq Sel-P JPY JP EQ LUX 06/07 JPY 7169.78 -4.6 -3.2 -24.9
Pictet-MENA-P USD OT OT LUX 06/06 USD 45.08 0.5 NS NS
Pictet-Pac (ExJpn) Idx-P USD AS EQ LUX 06/04 USD 244.21 -10.6 18.9 -10.1
Pictet-Piclife-P CHF CH BA LUX 06/04 CHF 796.99 0.8 10.5 -0.4
Pictet-Premium Brands-P EUR OT EQ LUX 06/04 EUR 76.05 16.4 49.6 6.0
Pictet-Russian Equities-P USD OT OT LUX 06/04 USD 62.34 -3.2 39.1 -22.2
Pictet-Security-P USD GL EQ LUX 06/03 USD 101.17 1.6 22.1 0.4
Pictet-Small Cap Europe-P EUR EU EQ LUX 06/04 EUR 471.68 4.2 25.9 -9.3
Pictet-Timber-P USD OT OT LUX 06/04 USD 97.94 -8.1 18.2 NS
Pictet-USA Index-P USD US EQ LUX 06/04 USD 86.93 -4.1 14.1 -10.9
Pictet-USD Government Bonds-P US BD LUX 06/04 USD 529.68 4.3 5.8 5.3
Pictet-USD Government Bonds-Pdy US BD LUX 06/04 USD 378.73 4.3 5.8 5.3
Pictet-USD Liquidity-P US MM LUX 06/04 USD 131.01 0.0 0.2 0.9
Pictet-USD Liquidity-Pdy US MM LUX 06/04 USD 84.83 0.0 0.2 0.9
Pictet-USD Sovereign Liq-P OT OT LUX 06/04 USD 101.54 0.0 0.0 NS
Pictet-USD Sovereign Liq-Pdy OT OT LUX 06/04 USD 100.04 0.0 0.0 NS
Pictet-Water-P EUR GL EQ LUX 06/04 EUR 135.09 9.0 26.1 -3.6
Pictet-World Gvt Bonds-P USD GL BD LUX 06/07 USD 159.96 -3.1 2.6 1.9
Pictet-World Gvt Bonds-Pdy USD GL BD LUX 06/07 USD 129.72 -3.1 2.6 1.9

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 06/03 USD 13.85 3.0 31.5 1.3
Japan Fund USD JP EQ IRL 06/04 USD 16.40 3.2 8.3 -3.3
Polar Healthcare Class I USD OT OT IRL 06/03 USD 12.38 -4.3 14.8 NS
Polar Healthcare Class R USD OT OT IRL 06/03 USD 12.34 -4.4 14.4 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 05/31 USD 10.51 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 06/02 USD 134.56 5.7 58.5 4.7

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
ACTION FRANCE A OT OT IRL 06/03 EUR 658.40 -6.9 11.6 -13.9
CORE EUROZONE EQ B OT OT IRL 06/03 EUR 778.73 -6.4 12.8 -12.7
EURO FIXED INCOME A EU BD IRL 06/03 EUR 1314.50 5.6 15.2 4.0
EURO FIXED INCOME B EU BD IRL 06/03 EUR 1407.18 5.9 15.9 4.6
EUROPEAN SMALL CAP A EU EQ IRL 06/03 EUR 1274.92 6.2 28.7 -10.3
EUROPEAN SMALL CAP B EU EQ IRL 06/03 EUR 1369.11 6.4 29.5 -9.8
EUROZONE AGG A EUR EU EQ IRL 06/03 EUR 651.00 -0.7 19.6 -11.5
EUROZONE AGG B EUR EU EQ IRL 06/03 EUR 937.93 -0.5 20.3 -10.9
GBL REAL EST SEC B OT EQ IRL 06/03 USD 901.31 -2.5 24.5 -16.1
GLB REAL EST SEC A OT EQ IRL 06/03 USD 872.04 -2.7 23.8 -16.6
GLB REAL EST SEC EH A OT EQ IRL 06/03 EUR 799.72 -0.6 23.8 -15.9
GLB REAL EST SEC SH B OT EQ IRL 06/03 GBP 75.54 -0.3 24.9 -15.9
GLB STRAT YIELD A EU BD IRL 06/03 EUR 1659.97 3.3 24.6 5.1
GLB STRAT YIELD B EU BD IRL 06/03 EUR 1780.74 3.5 25.3 5.7
GLOBAL BOND A EU BD IRL 06/03 EUR 1295.08 17.2 28.3 15.3
GLOBAL BOND B EU BD IRL 06/03 EUR 1382.76 17.5 29.2 16.0
GLOBAL BOND EH A GL BD IRL 06/03 EUR 1455.03 5.8 17.1 6.6
GLOBAL BOND EH B GL BD IRL 06/03 EUR 1548.30 6.1 17.8 7.3
JAPAN EQUITY A JP EQ IRL 06/03 JPY 11309.70 -2.8 -2.6 -19.7
JAPAN EQUITY B JP EQ IRL 06/03 JPY 12085.13 -2.6 -2.0 -19.2
PAC BASIN (X JPN) A AS EQ IRL 06/03 USD 2122.81 -7.1 18.5 -6.3
PAC BASIN (X JPN) B AS EQ IRL 06/03 USD 2271.30 -6.9 19.2 -5.7
PAN EUROPEAN EQUITY A EU EQ IRL 06/03 EUR 970.28 0.8 23.4 -10.1
PAN EUROPEAN EQUITY B EU EQ IRL 06/03 EUR 1036.77 1.0 24.2 -9.6
US EQUITY A US EQ IRL 06/03 USD 860.05 -1.4 18.6 -11.2
US EQUITY B US EQ IRL 06/03 USD 923.13 -1.2 19.3 -10.7
US SMALL CAP EQUITY A US EQ IRL 06/03 USD 1371.86 6.4 27.0 -8.1
US SMALL CAP EQUITY B US EQ IRL 06/03 USD 1473.42 6.7 27.8 -7.6

n SEB ASSET MANAGEMENT S.A.
www.seb.se
Asset Sele Opp C EUR OT OT NA 06/07 EUR 101.36 2.3 NS NS

n SEB Fund 1
Asset Sele C EUR OT OT LUX 06/07 EUR 14.02 1.1 2.4 9.3
Asset Sele C H-CHF OT OT LUX 06/07 CHF 97.21 1.0 2.0 NS
Asset Sele C H-GBP OT OT LUX 06/07 GBP 98.64 1.2 3.1 NS
Asset Sele C H-JPY OT OT LUX 06/07 JPY 9792.95 1.3 2.4 NS
Asset Sele C H-NOK OT OT LUX 06/07 NOK 113.12 1.7 3.3 NS
Asset Sele C H-SEK OT OT LUX 06/07 SEK 140.47 1.0 2.2 9.5

Asset Sele C H-USD OT OT LUX 06/07 USD 98.50 1.2 2.6 NS
Asset Sele CG-EUR OT OT LUX 06/07 GBP 98.64 -0.3 NS NS
Asset Sele D H-SEK OT OT LUX 06/07 SEK 129.57 1.0 2.2 NS
Choice Global Value -C- GL EQ LUX 06/07 SEK 77.07 0.0 15.0 -13.2
Choice Global Value -D- OT OT LUX 06/07 SEK 71.88 0.0 15.0 -13.2
Choice Global Value -I- OT OT LUX 06/07 EUR 7.14 6.3 30.3 -14.0
Choice Japan Fd -C- OT OT LUX 06/07 JPY 45.34 -3.3 -6.6 -21.9
Choice Japan Fd -D- OT OT LUX 06/07 JPY 40.59 -3.3 -6.6 -21.8
Choice Jpn Chance/Risk -C- OT OT LUX 06/07 JPY 45.89 -9.9 -6.8 -26.4
Choice NthAmChance/Risk -C- OT OT LUX 06/07 USD 3.72 -5.2 12.1 -15.8
Ethical Europe Fd -C- OT OT LUX 06/07 EUR 1.90 -3.0 14.8 -15.0
Europe Fund -C- OT OT LUX 06/07 EUR 2.78 -1.7 17.1 -13.9
Europe Fund -D- OT OT LUX 06/07 EUR 1.48 -1.7 NS NS
Europe Index Fund -C- OT OT LUX 06/07 EUR 3.97 -2.3 18.4 -14.6
Global Chance/Risk Fd -C- OT OT LUX 06/07 EUR 0.65 8.8 28.0 -5.1
Global Fd -C- OT OT LUX 06/07 USD 1.93 -9.3 7.7 -17.2
Global Fd -D- OT OT LUX 06/07 USD 1.20 -9.3 7.7 NS
Nordic Fd -C- OT OT LUX 06/07 EUR 6.06 1.5 16.4 -5.3

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 06/07 USD 6.75 -8.7 10.6 -8.2
Choice Asia ex. Japan -D- OT OT LUX 06/07 USD 1.19 -8.7 10.6 NS
Currency Alpha EUR -IC- OT OT LUX 06/07 EUR 10.28 -0.2 -3.0 -0.9
Currency Alpha EUR -RC- OT OT LUX 06/07 EUR 10.17 -0.3 -3.4 -1.3
Currency Alpha SEK -ID- OT OT LUX 06/07 SEK 91.83 -0.2 -3.2 -3.0
Currency Alpha SEK -RC- OT OT LUX 06/07 SEK 97.77 -0.3 -3.4 -1.3
Generation Fd 80 -C- OT OT LUX 06/07 SEK 8.09 2.2 13.9 -4.5
Nordic Focus SH A OT OT LUX 06/07 EUR 84.71 5.0 36.1 -4.4
Nordic Focus SH B OT OT LUX 06/07 SEK 86.48 5.0 36.1 -4.4
Nordic Focus SH C OT OT LUX 06/07 NOK 83.19 5.0 36.1 -4.4
Russia Fd -C- OT OT LUX 06/07 EUR 9.86 11.6 45.4 -9.8

n SEB Fund 3
Ethical Glbl Index Fd -D- OT OT LUX 06/07 USD 0.70 -14.6 4.6 -16.1
Ethical Glbl lndex Fd -C- OT OT LUX 06/07 USD 0.73 -4.4 9.9 NS
Ethical Sweden Fd -D- OT OT LUX 06/07 SEK 42.97 4.1 29.8 3.1
Index Linked Bd Fd SEK -D- OT OT LUX 06/07 SEK 13.37 4.0 9.4 5.3
Medical Fd -D- OT OT LUX 06/07 USD 2.96 -11.0 10.0 -7.6
Short Medium Bd Fd SEK -D- OT OT LUX 06/07 SEK 8.56 0.0 0.2 1.3
Technology Fd -C- OT OT LUX 06/07 USD 0.20 -5.6 NS NS
Technology Fd -D- OT OT LUX 06/07 USD 2.38 -5.6 17.3 -6.3
U.S. Index Fd -C- OT OT LUX 06/07 USD 1.74 -5.1 13.7 -12.0
U.S. Index Fd -D- OT OT LUX 06/07 USD 1.72 -6.0 12.6 -12.4
World Fd -C- OT OT LUX 06/07 USD 26.05 -8.5 NS NS
World Fd -D- OT OT LUX 06/07 USD 1.94 -10.1 9.9 -13.0

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 06/07 EUR 1.27 -0.1 -0.2 0.2
Short Bond Fd EUR -D- OT OT LUX 06/07 EUR 0.49 -1.3 -1.4 NS
Short Bond Fd SEK -C- OT OT LUX 06/07 SEK 21.96 0.0 0.5 1.5
Short Bond Fd SEK HNWC OT OT LUX 06/07 SEK 11.11 0.1 NS NS
Short Bond Fd SEK HNWD OT OT LUX 06/07 SEK 9.95 -1.9 NS NS
Short Bond Fd USD -C- OT OT LUX 06/07 USD 2.48 -0.4 -0.6 0.0

n SEB Fund 5
Bond Fd SEK -C- NO BD LUX 06/07 SEK 44.10 2.9 6.5 7.8
Bond Fd SEK -D- NO BD LUX 06/07 SEK 12.35 -0.8 2.7 5.9
Bond Fd SEK HNWD OT OT LUX 06/04 SEK 8.93 2.7 NS NS
Corp. Bond Fd EUR -C- EU BD LUX 06/07 EUR 1.31 3.0 15.1 5.3
Corp. Bond Fd EUR -D- EU BD LUX 06/07 EUR 0.97 3.1 15.0 5.3
Corp. Bond Fd SEK -C- NO BD LUX 06/07 SEK 13.06 3.8 17.1 3.8
Corp. Bond Fd SEK -D- NO BD LUX 06/07 SEK 9.50 3.8 17.1 3.8
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 06/07 EUR 106.46 6.5 11.1 7.0
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 06/07 EUR 115.82 6.3 10.6 9.1
Flexible Bond Fd -C- NO BD LUX 06/07 SEK 21.32 -0.1 0.6 3.3
Flexible Bond Fd -D- NO BD LUX 06/07 SEK 11.32 -0.1 0.6 3.3

n SEB Sicav 1
Choice Emerging Mkts Fd -C- OT OT LUX 06/07 USD 2.38 -11.2 10.5 -12.5
Eastern Europe exRussia Fd -C- OT OT LUX 06/07 EUR 2.56 -3.2 21.9 -13.6

n SEB Sicav 2
Choice Asia SmCap exJpn -C- OT OT LUX 06/07 SEK 32.34 0.5 22.0 6.8
Eastern Europe SmCap Fd -C- OT OT LUX 06/07 EUR 3.13 14.3 51.9 -6.1
Europe Chance/Risk Fd -C- OT OT LUX 06/07 EUR 1025.59 -1.1 17.8 -16.2
Listed Private Equity -C- OT OT LUX 06/07 EUR 144.29 12.0 42.9 NS
Listed Private Equity -IC- OT OT LUX 06/07 EUR 87.83 15.4 54.5 NS
Listed Private Equity -ID- OT OT LUX 06/07 EUR 83.99 15.2 53.8 NS
Nordic Small Cap -C- OT OT LUX 06/07 EUR 139.49 3.5 NS NS
Nordic Small Cap -IC- OT OT LUX 06/07 EUR 140.24 3.7 NS NS

n SEB Sicav 3
Asset Sele Defensive EUR -C- OT OT LUX 06/07 EUR 99.47 -0.3 -0.4 NS
Asset Sele Defensive GBP -D- OT OT LUX 06/07 GBP 98.64 -0.3 NS NS
Asset Sele Defensive SEK -A- OT OT LUX 06/07 SEK 78.02 -0.3 -0.2 -14.0
Asset Sele Defensive SEK -C- OT OT LUX 06/07 SEK 99.42 -0.3 -0.6 NS
Asset Sele Defensive SEK -D- OT OT LUX 06/07 SEK 69.79 -0.3 -0.2 -14.0
Asset Sele Defensive USD -C- OT OT LUX 06/07 USD 100.73 -0.2 NS NS
Asset Sele Opp C H NOK OT OT LUX 06/07 NOK 105.20 2.9 NS NS
Asset Sele Opp C H SEK OT OT LUX 06/07 SEK 102.98 2.1 NS NS
Asset Sele Opp D GBP OT OT LUX 06/07 GBP 98.58 2.6 NS NS
Asset Sele Opp IC EUR OT OT LUX 06/07 EUR 104.25 2.3 NS NS
Asset Sele Opp ID H GBP OT OT LUX 06/07 GBP 104.38 2.6 NS NS
Asset Sele Opp ID H SEK OT OT LUX 06/07 SEK 103.63 2.1 NS NS
Asset Sele Original C EUR OT OT LUX 06/07 EUR 102.82 1.4 NS NS
Asset Sele Original D GBP OT OT LUX 06/07 GBP 103.44 1.5 NS NS
Asset Sele Original ID GBP OT OT LUX 06/07 GBP 103.06 1.5 NS NS

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
A company of Amundi Group
Bonds ConvEurope A OT OT LUX 06/03 EUR 31.18 5.1 14.7 2.5
Bonds Eur Corp A OT OT LUX 06/03 EUR 23.28 0.8 7.4 3.6
Bonds Eur Hi Yld A OT OT LUX 06/03 EUR 21.10 2.5 24.9 2.2
Bonds EURO A OT OT LUX 06/04 EUR 41.80 1.8 6.3 6.5
Bonds Europe A OT OT LUX 06/04 EUR 40.29 3.0 6.9 6.8
Bonds US MtgBkSec A OT OT LUX 04/29 USD 24.41 -4.7 11.9 0.0
Bonds World A OT OT LUX 06/03 USD 40.72 -3.0 2.3 2.5
Eq. AsiaPac Dual Strategies A OT OT LUX 06/04 USD 9.42 -9.6 15.5 -10.3
Eq. China A OT OT LUX 06/04 USD 21.12 -12.5 6.2 -8.9
Eq. Concentrated Euroland A OT OT LUX 06/04 EUR 82.60 -11.1 -1.2 -17.7
Eq. ConcentratedEuropeA OT OT LUX 06/04 EUR 25.89 -4.1 11.9 -13.9
Eq. Emerging Europe A OT OT LUX 06/03 EUR 26.58 12.9 49.7 -18.7
Eq. Equities Global Energy OT OT LUX 06/04 USD 14.92 -17.7 -9.2 -27.2
Eq. Euroland A OT OT LUX 06/04 EUR 9.84 -9.2 5.1 -17.3
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 06/03 EUR 142.36 0.9 22.4 -10.1
Eq. EurolandCyclclsA OT OT LUX 06/03 EUR 18.12 1.8 16.3 -11.2
Eq. EurolandFinancialA OT OT LUX 06/04 EUR 8.95 -20.9 -6.9 -24.1
Eq. Glbl Emg Cty A OT OT LUX 06/04 USD 8.20 -15.3 -0.9 -19.8
Eq. Global A OT OT LUX 06/04 USD 25.48 -8.5 11.7 -14.9
Eq. Global Resources A OT OT LUX 06/03 USD 104.41 -4.4 13.1 -17.1
Eq. Gold Mines A OT OT LUX 06/04 USD 32.12 6.0 18.6 4.9
Eq. India A OT OT LUX 06/04 USD 127.36 -2.6 12.1 -0.2
Eq. Japan CoreAlpha A OT OT LUX 06/04 JPY 7439.77 2.6 -0.8 -12.8
Eq. Japan Sm Cap A OT OT LUX 06/04 JPY 1062.26 -0.7 7.5 -13.9
Eq. Japan Target A OT OT LUX 06/07 JPY 1628.18 -0.6 -6.1 -10.4
Eq. Latin America A OT OT LUX 06/03 USD 104.23 -10.3 25.4 -18.0
Eq. US ConcenCore A OT OT LUX 06/03 USD 21.77 -3.7 13.3 -6.4
Eq. US Focused A OT OT LUX 06/04 USD 14.74 -7.1 5.7 -20.5
Eq. US Lg Cap Gr A OT OT LUX 06/03 USD 14.58 -4.4 12.5 -15.6
Eq. US Mid Cap A OT OT LUX 06/04 USD 30.57 2.3 25.6 -10.2
Eq. US Multi Strg A OT OT LUX 06/04 USD 20.18 -5.1 12.4 -15.7
Eq. US Rel Val A OT OT LUX 06/03 USD 20.17 -2.1 20.0 -14.0
Eq. US Sm Cap Val A OT OT LUX 06/03 USD 16.41 2.9 23.7 -16.4
Money Market EURO A OT OT LUX 06/04 EUR 27.44 0.1 0.4 1.8
Money Market USD A OT OT LUX 06/04 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 05/27 USD 874.41 -9.0 -7.6 -30.9
MENA Special Sits Fund OT OT BMU 05/31 USD 1100.19 1.9 6.7 NS
UAE Blue Chip Fund OT OT ARE 05/27 AED 4.92 -7.6 -7.5 -36.6

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

n YMR-N Series
YMR-N Growth Fund OT OT IRL 06/04 JPY 8940.00 -5.5 1.0 -21.9
YMR-N Small Cap Fund OT OT IRL 06/04 JPY 6703.00 -4.4 2.9 -19.6

n Yuki 77 Series
Yuki 77 General JP EQ IRL 06/04 JPY 5692.00 -7.5 -9.9 -26.4

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 06/04 JPY 6465.00 -5.3 -2.1 -22.4
Yuki Chugoku JpnLowP JP EQ IRL 06/04 JPY 7934.00 5.2 -4.7 -19.2

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 06/04 JPY 4410.00 -5.6 -4.1 -27.2
Yuki Hokuyo Jpn Inc JP EQ IRL 06/04 JPY 5087.00 -3.1 -3.5 -22.3
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 06/04 JPY 4867.00 -4.7 1.7 -19.4

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 06/04 JPY 4162.00 -5.8 -4.5 -29.1
Yuki Mizuho Jpn Dyn Gro OT OT IRL 06/04 JPY 4411.00 -5.4 -2.3 -29.0
Yuki Mizuho Jpn Exc 100 OT OT IRL 06/04 JPY 6506.00 -6.7 0.2 -24.5
Yuki Mizuho Jpn Gen OT OT IRL 06/04 JPY 8324.00 -3.4 -2.7 -22.2
Yuki Mizuho Jpn Gro OT OT IRL 06/04 JPY 6003.00 -5.6 -6.5 -23.7
Yuki Mizuho Jpn Inc OT OT IRL 06/04 JPY 7500.00 -1.8 -3.5 -22.8
Yuki Mizuho Jpn Lg Cap OT OT IRL 06/04 JPY 4887.00 -5.8 -4.6 -24.1
Yuki Mizuho Jpn LowP OT OT IRL 06/04 JPY 11614.00 0.5 -5.0 -16.7
Yuki Mizuho Jpn PGth OT OT IRL 06/04 JPY 7359.00 -7.6 -6.4 -26.7
Yuki Mizuho Jpn SmCp OT OT IRL 06/04 JPY 6948.00 -2.6 6.9 -18.4
Yuki Mizuho Jpn Val Sel OT OT IRL 06/04 JPY 5473.00 -3.1 -2.9 -20.8
Yuki Mizuho Jpn YoungCo OT OT IRL 06/04 JPY 2567.00 -5.8 0.1 -26.0

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 06/04 JPY 5244.00 -3.3 -2.7 -23.1

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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NAV —%RETURN—
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

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 06/04 USD 374.23 1.5 39.6 -30.0

Antanta MidCap Fund EE EQ AND 06/04 USD 727.21 2.4 75.0 -36.5

Meriden Opps Fund GL OT AND 06/02 EUR 49.64 -17.3 -39.2 -32.0

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 06/01 USD 34.98 -14.2 -34.2 -26.5

Superfund GCT USD* OT OT LUX 06/01 USD 1907.00 -13.1 -26.5 -21.5

Superfund Green Gold A (SPC) OT OT CYM 06/01 USD 954.06 18.5 1.9 -13.7

Superfund Green Gold B (SPC) OT OT CYM 06/01 USD 860.49 -8.1 -15.4 -16.2

Superfund Q-AG* OT OT AUT 06/01 EUR 6184.00 -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 05/31 EUR 988.63 4.6 4.2 NS

Winton Evolution GBP Cls G OT OT CYM 05/31 GBP 995.77 4.9 4.9 NS

Winton Evolution USD Cls F OT OT CYM 05/31 USD 1252.85 4.5 4.3 0.6

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 05/31 USD 1414.97 3.2 3.2 2.6 -18.0 -7.1
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Kim Jong Il shakes up
North Korean leadership
Moves seen as consolidation of his power before son takes over

SEOUL—North Korean leader
Kim Jong Il shook up his country’s
leadership ranks, a move that ap-
peared part of a broad strategy to
consolidate his power before he
passes control to his son.

North Korea’s official media said
Monday that Mr. Kim installed his
brother-in-law to a role considered
the country’s second-most-powerful.
He also named a longtime family
confidant to what is in effect the No.
3 position, the premiership.

That represents North Korea’s
highest-level leadership shuffle
since the beginning of this year, a
period in which 11 prominent mem-
bers of the regime have died, been
replaced or been shuffled out of
view, according to a count by the
website NK Leadership Watch.

The meaning of the moves is
subject to speculation, as is much of
the trickle of official news out of the
secretive and authoritarian North.
The appointments didn’t appear to
be a direct response to the sinking
of a South Korean warship in March,
analysts said. The North’s announce-
ment didn’t mention the ship, the
Cheonan, or the subsequent standoff
with Seoul, which has accused the
North of sinking it.

“There was no discussion about
the Cheonan stuff,” said Kim Young-
soo, a professor at Sogang Univer-
sity in Seoul. “It was more focused
on internal politics and administra-
tion.”

Yet in a broader sense, analysts
have seen Pyongyang’s leadership
shuffle and the Cheonan sinking as
components of Mr. Kim’s strategy to
rein in disorder and rally North Ko-
reans around its military before
what they believe is his plan to hand
power to his third son, Kim Jong
Eun. Since the North Korean leader

suffered a stroke-like episode in Au-
gust 2008, the country has tested
missiles and a nuclear device, a se-
ries of provocations analysts believe
are meant to rally the country. They
speculate that the North’s alleged
sinking of the Cheonan was a con-
tinuation of this effort.

North Korea’s frayed relations
with South Korea have cut off an
important source of income, forcing
it to rely more heavily on China,
which is under international pres-
sure to rein in the North.

Pyongyang has also been coping
with protests, hunger and deaths
since the government’s apparently
unsuccessful attempt late last year
to manage economic reform. Pyong-
yang’s issuance of new currency and
closure of markets in December
backfired, causing the regime to
look for people who could take
blame away from Mr. Kim.

Those efforts resulted in shake-
ups in several lower positions Mon-
day, said Professor Kim Young-soo,
noting the use of the term “recall”
in the North’s official announce-
ment.

“In North Korea, when the re-
gime ‘recalls’ an official, it means
the person wrongly implemented
policies and should take responsibil-
ity for it,” said Mr. Kim. “So the re-
called officials, not Kim Jong Il, are
publicly blamed for their failed han-
dling of the administration.”

Monday’s announcement by
North Korean official media said Mr.
Kim named Jang Song Taek, who is
married to Kim Jong Il’s younger
sister, as vice chairman of the Na-
tional Defense Commission, North
Korea’s highest state body. Analysts
have considered Mr. Jang the sec-
ond-most-powerful person in the
country in recent years, a role certi-
fied with Monday’s posting.

Kim Jong Il is chairman of the

Defense Commission, his only offi-
cial title.

The leader also named longtime
family confidant Choe Yong Rim to
the premiership, a position that is
nominally the second in command
but that analysts believe ranks be-
low the job he gave to his brother-
in-law. Mr. Choe succeeds Kim Yong
Il, whose travels overseas gave him
more contact with foreign leaders
than even Kim Jong Il. The two
Kims aren’t related.

Mr. Kim personally presided over
a parliamentary session where the
changes were approved. The meet-
ing was special because it was the
second time parliament met this
year; it usually meets once. Mr. Kim
didn’t attend its regularly scheduled
meeting in early April.

This year has seen several other
changes in Pyongyang’s inner circle.
Last week, a close associate of Mr.
Kim’s, Ri Je Gang, died in a car acci-
dent one day after attending an art
performance with Mr. Kim. Mr. Ri,
who was 80, held a high-ranking job
in the ruling Korean Workers’ Party.
His influence was believed to trail
only that of Mr. Kim and his
brother-in-law.

Mr. Ri was active in promoting
heir apparent Kim Jong Eun and had
been close to his late mother. It isn’t
known whether Mr. Ri was a candi-
date for the premiership. His death
has fueled speculation that he may
have been deliberately killed in a
power struggle, but analysts note
that if that were the case, it is un-
likely his passing would have been
announced in North Korea’s state
media.

The high-level death followed the
disappearance earlier this year of
another official, Pak Nam Gi, who
some South Korean media reports
said was executed for the country’s
economic-reform mess.

Mr. Jang has been seen since
2007 as Mr. Kim’s closest aide, and
is believed to play a key role in ral-
lying support among the country’s
elite for Kim Jong Eun to succeed
the dictator.

Mr. Jang, who is 64 years old
and whose background is in political
operations of the regime, was ap-
pointed just last year to the Defense
Commission.

“Kim wants to keep more tight
grip on party elites and people by
giving more power to Jang,” says
Cheong Seong-chang, director of in-
ter-Korean studies at the Sejong In-
stitute, a private think tank in Seoul.

Mr. Jang becomes one of four
vice chairmen of the 11-person com-
mission, though he is the one clos-

est to Kim Jong Il.
The new premier, Mr. Choe, 81,

has been associated with the ruling
Kim family for decades. He served
as a confidential secretary to Mr.
Kim’s father, Kim Il Sung, who
started North Korea in 1948 and led
it until his death in 1994. He most
recently served as chief secretary of
the Pyongyang City Committee of
the Korean Workers’ Party and, in
recent months, attended numerous
public functions with Kim Jong Il,
including a trip to the remote city of
Hamhung and the opening of an in-
door swimming pool in Pyongyang.

Mr. Choe was economic planning
minister in the 1980s, mining minis-
ter in the 1990s and chief prosecu-
tor in Pyongyang earlier this decade.

BY JAEYEON WOO

North Korean leader Kim Jong Il, center, presides over parliament Monday.
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Turkey’s handling of Gaza affair sparks rift
Turkey, united in its reaction to

last week’s events when Turkish citi-
zens on a Gaza-bound ship were
killed by Israeli defense forces, is di-
viding over the government’s han-
dling of the affair and the role of the
Islamist charity that organized the
aid convoy.

Opposition politicians and some
newspaper columnists have ex-
pressed concern that the govern-
ment has been riding public anger at
Israel’s actions. That, they say, puts
at risk Turkey’s delicate balance be-
tween East and West and allows the
charity, the Humanitarian Relief
Foundation, or IHH, to have a hand
in determining the nation’s political
agenda.

“The [European Union] and the
U.S. consider Hamas as a terrorist
organization. We should be careful,”
Kemal Kilicdaroglu, head of the main
opposition Republican People’s
Party, told Turkish NTV television
Monday, referring to the support the
IHH and Turkey’s government have
shown to Hamas. He also demanded
the government release communica-
tions with Israel prior to the inci-

dent, suggesting it let the flotilla
proceed despite knowing that vio-
lence was likely.

Prime Minister Recep Tayyip Er-
dogan dismissed Mr. Kilicdaroglu as
an Israeli “advocate,” in remarks to
reporters over the weekend. The
government denies it is shifting
away from the West and says it
sought to persuade the IHH against
taking the convoy to Gaza, but was
unable to stop an independent orga-
nization.

IHH leaders on Monday re-
sponded to a growing number of
media reports finding that the Is-
raeli commandos resorted to live
fire only after three of their soldiers
were captured and several were
stabbed by activists armed with
clubs and knives.

Two doctors aboard the Mavi
Marmara said at the charity’s Istan-
bul headquarters that activists were
shot and killed before any soldiers
were captured. Ercan Kayrak said
the Israelis shot percussion gre-
nades onto the ship while those on
deck were in the midst of their
morning prayers, followed quickly
by shooting live ammunition.

“Our friends tried to hit the sol-

diers once they saw that their
friends were shot,” said Dr. Kayrak.
An IHH executive on board said the
Israeli soldiers fired live rounds as
they rappelled down ropes from the
helicopters. Israel has said its com-
mandos initially used only paintball
guns.

On Sunday, Israel Prime Minister
Benjamin Netanyahu said Israel had
evidence that dozens of the activists
on the Marmara “boarded separately
in a different city, organized sepa-

rately, equipped [themselves] sepa-
rately and went on deck under dif-
ferent procedures. In effect, they
underwent no checks. The clear in-
tent of this hostile group was to ini-
tiate a violent clash with IDF sol-
diers.” Mr. Netanyahu offered no
evidence.

Asked about those claims at a
joint news conference with Syria
President Bashar al-Assad Monday,
Mr. Erdogan said of Israel: “They lie
like a lie-making machine, they al-

ways do it.” He also described
Hamas as “resistance fighters,” and
said Hamas, which rules Gaza, had
agreed for Ankara to mediate in
talks with its rival Fatah, which runs
the Palestinian Authority in the
West Bank. Mr. Assad was in Istan-
bul for a Eurasian summit that
starts Tuesday.

Mr. Erdogan continued to raise
the temperature of Turkey’s dispute
with Israel over the weekend. In a
speech in Bursa, a city about 80 ki-
lometers south of Istanbul, Mr. Er-
dogan said the world now perceives
“the swastika and the Star of David
together.”

Skepticism concerning the IHH
version of events on the Mavi Mar-
mara appears to have accelerated as
a result of unexpected criticism of
the IHH’s actions from influential
Turkish spiritual leader Fethullah
Gülen, in an interview last week
with The Wall Street Journal. Ana-
lysts saw the intervention by a fig-
ure venerated by many in the gov-
ernment as a warning that the storm
of anti-Israeli feeling risked getting
out of hand.

—Erkan Oz
contributed to this article.

BY MARC CHAMPION

WORLD NEWS

IHH leader Bulent Yildirim, center, at an Istanbul airport on Thursday.
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 06/04 USD 9.74 -6.1 11.7 -13.7
Am Blend Portfolio I US EQ LUX 06/04 USD 11.50 -5.9 12.5 -13.1
Am Growth A US EQ LUX 06/04 USD 28.32 -9.3 11.3 -7.7
Am Growth B US EQ LUX 06/04 USD 23.71 -9.7 10.2 -8.6
Am Growth I US EQ LUX 06/04 USD 31.50 -9.0 12.2 -6.9
Am Income A US BD LUX 06/04 USD 8.53 3.6 16.9 7.0
Am Income A2 US BD LUX 06/04 USD 19.74 3.7 16.9 7.0
Am Income B US BD LUX 06/04 USD 8.53 3.3 16.0 6.2
Am Income B2 US BD LUX 06/04 USD 16.96 3.4 16.1 6.2
Am Income I US BD LUX 06/04 USD 8.53 3.9 17.5 7.7
Am Value A US EQ LUX 06/04 USD 8.05 -5.6 7.0 -12.1

Am Value B US EQ LUX 06/04 USD 7.38 -6.0 6.0 -13.0
Am Value I US EQ LUX 06/04 USD 8.70 -5.2 7.9 -11.4
Emg Mkts Debt A GL BD LUX 06/04 USD 15.55 2.6 20.9 8.4
Emg Mkts Debt A2 GL BD LUX 06/04 USD 20.66 2.7 21.0 8.5
Emg Mkts Debt B GL BD LUX 06/04 USD 15.55 2.3 19.8 7.4
Emg Mkts Debt B2 GL BD LUX 06/04 USD 19.81 2.3 19.8 7.4
Emg Mkts Debt I GL BD LUX 06/04 USD 15.55 2.9 21.5 9.0
Emg Mkts Growth A GL EQ LUX 06/04 USD 30.97 -10.6 16.8 -16.0
Emg Mkts Growth B GL EQ LUX 06/04 USD 26.13 -11.0 15.6 -16.8
Emg Mkts Growth I GL EQ LUX 06/04 USD 34.45 -10.3 17.8 -15.3
Eur Growth A EU EQ LUX 06/04 EUR 7.22 2.7 16.8 -11.3
Eur Growth B EU EQ LUX 06/04 EUR 6.46 2.2 15.6 -12.2
Eur Growth I EU EQ LUX 06/04 EUR 7.90 3.0 17.9 -10.6
Eur Income A EU BD LUX 06/04 EUR 6.75 4.7 26.2 6.9
Eur Income A2 EU BD LUX 06/04 EUR 13.50 4.9 26.4 6.9
Eur Income B EU BD LUX 06/04 EUR 6.75 4.4 25.4 6.2
Eur Income B2 EU BD LUX 06/04 EUR 12.52 4.6 25.5 6.2
Eur Income I EU BD LUX 06/04 EUR 6.75 5.0 26.7 7.4
Eur Strat Value A EU EQ LUX 06/04 EUR 8.00 -6.2 10.5 -19.2
Eur Strat Value I EU EQ LUX 06/04 EUR 8.22 -5.9 11.4 -18.5
Eur Value A EU EQ LUX 06/04 EUR 8.63 -6.2 11.5 -15.5
Eur Value B EU EQ LUX 06/04 EUR 7.91 -6.5 10.5 -16.4
Eur Value I EU EQ LUX 06/04 EUR 10.00 -5.8 12.4 -14.8
Gl Balanced (Euro) A EU BA LUX 06/04 USD 13.70 -0.3 14.5 -8.7
Gl Balanced (Euro) B EU BA LUX 06/04 USD 13.29 -0.7 13.5 -9.6
Gl Balanced (Euro) C EU BA LUX 06/04 USD 13.58 -0.4 14.2 -9.0
Gl Balanced (Euro) I EU BA LUX 06/04 USD 13.98 -0.1 15.3 -8.1
Gl Balanced A US BA LUX 06/04 USD 15.49 -6.0 8.9 -11.3
Gl Balanced B US BA LUX 06/04 USD 14.66 -6.4 7.7 -12.2
Gl Balanced I US BA LUX 06/04 USD 16.11 -5.7 9.6 -10.7
Gl Bond A US BD LUX 06/04 USD 9.46 4.1 13.8 6.7

Gl Bond A2 US BD LUX 06/04 USD 16.67 4.1 13.8 6.7
Gl Bond B US BD LUX 06/04 USD 9.46 3.7 12.7 5.6
Gl Bond B2 US BD LUX 06/04 USD 14.54 3.7 12.7 5.6
Gl Bond I US BD LUX 06/04 USD 9.46 4.3 14.4 7.3
Gl Conservative A US BA LUX 06/04 USD 14.45 -1.6 8.8 -3.5
Gl Conservative A2 US BA LUX 06/04 USD 16.65 -1.7 8.8 -3.5
Gl Conservative B US BA LUX 06/04 USD 14.45 -2.1 7.7 -4.5
Gl Conservative B2 US BA LUX 06/04 USD 15.75 -2.1 7.7 -4.5
Gl Conservative I US BA LUX 06/04 USD 14.53 -1.3 9.8 -2.7
Gl Eq Blend A GL EQ LUX 06/04 USD 10.20 -12.5 4.8 -23.1
Gl Eq Blend B GL EQ LUX 06/04 USD 9.53 -13.0 3.7 -23.8
Gl Eq Blend I GL EQ LUX 06/04 USD 10.80 -12.2 5.7 -22.4
Gl Growth A GL EQ LUX 06/04 USD 37.05 -11.6 6.7 -23.0
Gl Growth B GL EQ LUX 06/04 USD 30.79 -12.0 5.6 -23.7
Gl Growth I GL EQ LUX 06/04 USD 41.28 -11.3 7.5 -22.3
Gl High Yield A US BD LUX 06/04 USD 4.33 3.4 30.4 6.3
Gl High Yield A2 US BD LUX 06/04 USD 9.58 3.5 30.5 6.2
Gl High Yield B US BD LUX 06/04 USD 4.33 2.9 29.0 5.0
Gl High Yield B2 US BD LUX 06/04 USD 15.34 3.1 29.3 5.2
Gl High Yield I US BD LUX 06/04 USD 4.33 3.6 31.2 7.0
Gl Thematic Res A OT OT LUX 06/04 USD 13.36 -9.3 16.2 -9.4
Gl Thematic Res B OT OT LUX 06/04 USD 11.63 -9.8 14.9 -10.3
Gl Thematic Res I OT OT LUX 06/04 USD 14.94 -9.1 17.0 -8.6
Gl Value A GL EQ LUX 06/04 USD 9.65 -13.4 3.3 -23.2
Gl Value B GL EQ LUX 06/04 USD 8.83 -13.8 2.3 -23.9
Gl Value I GL EQ LUX 06/04 USD 10.29 -13.2 4.1 -22.6
India Growth A OT OT LUX 06/04 USD 127.18 0.2 NS NS
India Growth AX OT OT LUX 06/04 USD 111.31 0.3 29.3 1.8
India Growth B OT OT NA 06/04 USD 132.65 -0.2 NS NS
India Growth BX OT OT LUX 06/04 USD 94.74 -0.1 28.0 0.8
India Growth I EA EQ LUX 06/04 USD 115.60 0.6 30.0 2.2

Int'l Health Care A OT EQ LUX 06/04 USD 125.93 -8.4 11.5 -7.6
Int'l Health Care B OT EQ LUX 06/04 USD 105.76 -8.8 10.3 -8.6
Int'l Health Care I OT EQ LUX 06/04 USD 138.06 -8.1 12.4 -6.9
Int'l Technology A OT EQ LUX 06/04 USD 105.07 -4.8 22.9 -10.2
Int'l Technology B OT EQ LUX 06/04 USD 90.65 -5.2 21.6 -11.1
Int'l Technology I OT EQ LUX 06/04 USD 118.21 -4.5 23.9 -9.4
Japan Blend A JP EQ LUX 06/04 JPY 5787.00 -3.9 -2.2 -22.8
Japan Growth A JP EQ LUX 06/04 JPY 5490.00 -6.5 -5.4 -24.2
Japan Growth I JP EQ LUX 06/04 JPY 5669.00 -6.2 -4.6 -23.6
Japan Strat Value A JP EQ LUX 06/04 JPY 6068.00 -0.8 1.9 -21.6
Japan Strat Value I JP EQ LUX 06/04 JPY 6250.00 -0.5 2.7 -21.0
Real Estate Sec. A OT EQ LUX 06/04 USD 13.28 -7.5 16.7 -16.9
Real Estate Sec. B OT EQ LUX 06/04 USD 12.08 -7.9 15.4 -17.7
Real Estate Sec. I OT EQ LUX 06/04 USD 14.32 -7.1 17.6 -16.2
Short Mat Dollar A US BD LUX 06/04 USD 7.29 1.6 11.9 -1.3
Short Mat Dollar A2 US BD LUX 06/04 USD 9.95 1.6 11.9 -1.3
Short Mat Dollar B US BD LUX 06/04 USD 7.29 1.4 11.4 -1.7
Short Mat Dollar B2 US BD LUX 06/04 USD 9.89 1.5 11.5 -1.7
Short Mat Dollar I US BD LUX 06/04 USD 7.29 1.8 12.5 -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 06/04 GBP 7.69 -6.6 14.9 -6.1
Andfs. Borsa Global GL EQ AND 06/04 EUR 6.08 -6.6 9.8 -16.1
Andfs. Emergents GL EQ AND 06/04 USD 15.53 -10.5 14.3 -13.2
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Leading 10 Performers
FUND FUND LEGAL % Return in $US **
RATING * NAME FUND MGM'T CO. CURR. BASE YTD 1-YR 2-YR 5-YR

3 CAAM Invest Crédit Agricole USDLuxembrg 3.20 37.20 19.27 10.22
VaR 20 USD I Asset Management

5 Standard Standard Life EURLuxembrg -2.21 16.40 9.96 NS
Life GS Euro Ext Dur A Investments

3 Parvest Euro BNP Paribas EURLuxembrg -9.80 -2.97 -1.74 NS
Long Term Bond C

5 S ERSTE-SPARINVEST EURAustria -12.24 -4.03 -4.17 NS
Waldviertel Bond A KAG

4 AustroMündelRent Sparkasse EURAustria -11.69 -4.05 -4.30 3.29
A Oberösterreich Kag m.b.H.

3 Allianz Allianz Global EURGermany -12.69 -4.13 -4.15 3.03
PIMCO Euro Rentenfonds A EUR Investors KAG mbH

4 RT Vorsorge Ringturm EURAustria -11.17 -4.13 -4.09 3.70
Rentenfonds A Kapitalanlageges.m.b.H.

5 BAWAG P.S.K. BAWAG P.S.K. EURAustria -11.53 -4.39 -3.74 4.18
Gemeindefonds A Invest GmbH

5 EasyETF BNP Paribas-AXA EURFrance -12.47 -4.50 -2.24 NS
iBoxx Liquid Sovereigns Long

4 Schoellerbank Schoellerbank EURAustria -11.83 -4.51 -4.14 3.34
Vorsorgefonds A Invest AG

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
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MARKETS

European stocks slide into the red
The euro hits lowest level against dollar since March 2006; key indexes’ losses are narrower than in Asia

European stocks fell, extending
losses late in the session as U.S.
stocks gave up early gains because
of concern that the sovereign-debt
crisis might thwart the global eco-
nomic recovery.

The euro recovered after hitting
its lowest level against the dollar
since March 2006, while gold prices
rose and oil inched lower.

Stocks briefly turned positive,
boosted by stronger-than-antici-
pated German factory orders and
healthy U.S. stock futures, but the
gains were short-lived as investors
focused on the potential for debt
contagion. Despite the Hungarian
government’s attempts to reassure
the market that its budget is sus-
tainable, fears of another Greek-
style crisis weighed on sentiment.

The pan-European Stoxx 600 in-
dex closed down 0.7% at 242.71,
ending in the red for a second ses-

sion. The U.K.’s FTSE 100 index fell
1.1% to 5069.06, its fifth loss in six
sessions.

France’s CAC-40 index closed
down 1.2% at 3413.72 and Germany’s
DAX lost 0.6% to 5904.95.

Greece’s ASE index fell 5.5% to
1403.92, closing at its lowest level in
12 years.

Shares had fallen much more
sharply in Asia. In Tokyo, the Nikkei
Stock Average of 225 companies fell
3.8% to 9520.80, its biggest decline
since March 2009, as investors wor-
ried about how the weak euro would
affect Japanese exports.

In New York, the Dow Jones In-
dustrial Average declined 115.48
points, or 1.2%, to settle at 9816.49.

Basic-resource stocks bore the
brunt of the selling across Europe.
ArcelorMittal fell 3%, while Ka-
zakhmys lost 4%.

Among individual stocks, BP re-
mained in the spotlight Monday, re-
versing earlier gains to end down

0.7% after Goldman Sachs down-
graded the stock to “neutral” from
“buy” to reflect the financial and
reputational damage from the Gulf
of Mexico oil spill. Also adding
pressure to the shares was news

from the U.S. Coast Guard that the
U.S. would be dealing with the spill
for another four to six weeks.

The company’s shares had risen
on news that its latest effort to stop
the oil leak was succeeding. Inves-
tors have increasingly turned to the

Swiss currency because of its per-
ceived safety and because of Swit-
zerland’s prospects for growth.

On Tuesday, investors will watch
for German industrial-production
data, while in the U.S., Goldman
Sachs is due to release a report on
chain-store sales.

Better-than-expected German
data helped the euro to stabilize
against the dollar. Monday after-
noon in New York, the euro was at
$1.1922, up from $1.1878 earlier, but
down from $1.1966 late Friday. Ster-
ling was at $1.4469, from $1.4476.
The dollar was at 91.65 yen from
91.69 yen and at 1.1631 Swiss francs
from 1.1617 francs.

The euro fell against the franc,
hitting 1.3850 francs, its weakest
level ever, before rebounding to
1.3866 francs.

Investors have increasingly
turned to the Swiss currency be-
cause of its perceived safety and be-
cause of Switzerland’s prospects for

economic growth.
Crude oil for July delivery fell

seven cents a barrel to $71.44 on the
New York Mercantile Exchange. On
Nymex’s Comex division, June gold
closed up 1.9%, or $23.10 per ounce,
at $1,239.30.

In major market action: Among
the advancers in Europe, Adidas
shares added 2%.

Deutsche Bank upgraded the Ger-
man sportswear group to “buy”
from “hold,” saying a combination
of strong operating performance
and favorable exchange rates should
result in higher profits.

Shares of Finmeccanica rose
0.2%. Boeing said it will submit an
entry to build the next generation of
U.S. presidential helicopters with
AugustaWestland, a unit of Finmec-
canica.

Grifols declined 8.5% after it
said that it will buy biotechnology
firm Talecris Biotherapeutics for
$3.4 billion in cash and stock.

BY MICHELE MAATOUK

The euro fell to 1.3850 Swiss
francs, its lowest level ever,
before rebounding. Investors
have increasingly turned to
the Swiss currency because
of its perceived safety.

AgBank sticks to IPO target
An Agricultural Bank of China

Ltd. executive affirmed the lender’s
plans to raise $20 billion to $30 bil-
lion in its planned initial public of-
fering, amid signs that China’s am-
bitious fund-raising effort for its
state lenders is starting to encoun-
ter headwinds.

Analysts have said in recent days
that the offering by Agricultural
Bank of China, or AgBank, could fall
short of expectations that it would
break the record for the largest IPO
set by Industrial & Commercial
Bank of China Ltd., which raised
$22 billion in 2006.

The analysts, who have examined
a preliminary prospectus from Ag-
Bank submitted to regulators Friday,
say it now looks more likely to raise
around $18 billion in the offering,
slated for mid-July. That estimate is
based on the number of shares Ag-
Bank said in the prospectus that it
is likely to issue, which was smaller
than expected, and on weakening

valuations for China’s listed banks.
On Monday, an AgBank executive

said the bank has seen strong inter-
est in its IPO during investor road-
shows, and that it may bring in
overseas sovereign-wealth funds as
strategic investors. The executive
said the bank is sticking to its target
of $20 billion to $30 billion.

AgBank, China’s third-biggest

lender by assets, plans a dual list-
ing in Shanghai and Hong Kong.

China’s benchmark stock index
has fallen 23% this year over wor-
ries about Europe’s sovereign debt
and that Beijing may clamp down
too hard on its economy. In Shang-
hai, Industrial & Commercial Bank
of China is down 22%, while Bank of
China Ltd. has fallen 16%.

By Dinny McMahon in
Beijing and Yvonne Lee in

Hong Kong

Source: WSJ research

Better days
Price-to-book ratio of China’s major banks at IPO

Price-to-book ratio

1.95 2.18 2.23 4.8 1.6
Date of IPO
October 2005 June 2006 October 2006 May 2007 July 2010

(Estimate)

(Forecast)
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