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The Quirk

Warmer climate gives cheer
to the makers of British
bubbly. Page 33

Notice to
Readers

The Wall Street Journal
Europe won’t publish
Thursday in observance of
the Ascension Thursday
holiday. News and updates
are available at
europe.WSJ.com

SEC finds no ‘single cause’ of market dive
U.S. regulators said they

haven’t found evidence of a
“single cause” of last week’s
market plunge, as they estab-
lished a joint advisory com-
mittee to look into the causes
of the drop.

The Securities and Ex-
change Commission and the
Commodity Futures Trading
Commission said in a joint
statement that the advisory
committee will look at emerg-
ing regulatory issues and
place its initial focus on the
factors that contributed to the
nearly 1,000-point dive in the
Dow Jones Industrial Average
last Thursday.

Regulators and exchange
officials faced questioning
Tuesday afternoon from a
House subcommittee looking

into the market plunge. A
number of officials from U.S.
exchanges gave their own
ideas about when trading
should be temporarily halted
to help guard against the sort
of price gyrations that roiled
the markets last Thursday.

In written testimony to the
panel, SEC Chariman Mary
Schapiro said neither the SEC
nor the exchanges have un-
covered evidence of an erro-
neous “fat finger” trade on
that day. “We cannot yet defi-
nitely rule that possibility
out,” she said.

Investigators haven’t
found any unusual trading in
Proctor & Gamble Co.’s
shares, which tumbled during
the market chaos. They also
haven’t found evidence of
hackers or terrorists.

The drop in stocks fol-
lowed closely activity in the

E-mini S&P 500 futures, the
largest stock-futures contract
in the U.S., Ms. Schapiro said.
But she cautioned that the
mini-futures may not have
been a cause of the market
plunge.

Regulators are coordinat-
ing with the exchanges to
come up with unified re-
sponses to market volatility.
The problems in the plunge
may have been exacerbated by
disparate practices among ex-
changes. The New York Stock
Exchange’s hybrid circuit-

breaker model switched to a
temporary slowdown in trad-
ing during the volatility.

The head of transaction
services at Nasdaq OMX
Group Inc. said the exchange
operator supports rules that
would see a 15-minute halt in
trading when the Standard &
Poor’s 500-stock index falls
5%, with a one-hour stoppage
when the S&P 500 falls 10%.

If the S&P 500 fell 20%,
trading would be halted for
the remainder of the day, the
executive, Eric Noll, said, ac-
cording to prepared testimony
he was to give at the hearing.

In separate prepared re-
marks, NYSE Euronext Chief
Operating Officer Larry Lei-
bowitz sought to defend
NYSE’s hybrid circuit-breaker
model, which requires a tem-
porary slowdown in trading.

While the NYSE slowed

trading in more than 1,000
stocks Thursday, electronic
exchanges kept trading with
limited buyers.

Mr. Leibowitz said in his
prepared remarks that the av-
erage time for slowed stock
trades on the NYSE Thursday
was about 40 seconds, and
some were even “resolved in
less than one second.”

While Mr. Leibowitz didn’t
recommend specific levels for
trading halts, he said one area
that needs to be looked at are
amendments to Regulation
NMS. That is an SEC rule that
aims to facilitate electronic
trading in normal market con-
ditions to make sure trades
aren’t routed away from mar-
kets displaying the best
prices.

BY FAWN JOHNSON
AND KARA SCANNELL

Cameron is new prime minister
LONDON—Conservative

Party leader David Cameron
completed a tortuous journey
to become Britain’s prime
minister, even as he sought to
clinch a fragile power-sharing
deal with the country’s No. 3
political party in the wake of
Thursday’s inconclusive elec-
tion.

Five frenetic days after a
general election that resulted
in a so-called hung Parlia-
ment—in which no party holds
a majority—Mr. Cameron’s To-
ries were on the verge of a
power-sharing deal with the
Liberal Democrat Party
headed by Nick Clegg.

The 43-year-old Mr. Cam-
eron became prime minister
after the incumbent, Labour
Party leader Gordon Brown,
abandoned his own party’s
hopes of making a coalition
deal with the Liberal Demo-
crats.

Shortly after 6 p.m., the
men executed Britain’s care-
fully choreographed change-
of-power ritual, in which Mr.
Brown visited the queen to re-
sign and Mr. Cameron fol-
lowed shortly thereafter to as-
sume power.

The move returns the To-
ries to the premiership for the

Please turn to page 9

BY ALISTAIR MACDONALD
AND LAURENCE NORMAN

Britain’s incoming prime minister, David Cameron, and his wife, Samantha, wave in front of 10 Downing St. on Tuesday, after the incumbent, Gordon Brown, resigned.
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Solid U.K. auction belies gilt tensions
Breathe a sigh of relief—but not

for too long.
Investors on Tuesday soaked up

£2.25 billion ($3.36 billion) of U.K.
government bonds at auction, the
first since last Thursday’s general
election delivered no conclusive re-
sult. But economic, political and
market tensions remain high.

Next week’s 10-year gilt auction
may provide a sterner test.

With political paralysis continu-
ing, there had been some jitters
about Tuesday’s sale. In the end, de-
mand of £5.55 billion emerged, giv-
ing a bid-to-cover ratio of 2.47
times, the third-highest for a con-
ventional gilt auction this year.

True, the yield on the bond,
which matures in 2027, has risen by
a steep 0.19 percentage point since
the end of last week, to about 4.47%.
But much of this was because of the
unwinding of a flight-to-safety bid in
the wake of the giant euro-zone res-
cue package announced over the
weekend; even so, investors are still

in risk-averse mode, helping gilts
continue to catch a bid.

The 10-year auction may be-
different.

On the one hand, their bench-
mark status makes them an inher-

ently liquid, attractive instrument.
On the other, they might lack natu-
ral buyers: too long a maturity for
banks looking for liquidity buffers,
too short for U.K. pension funds
looking to match long-term liabili-

ties. That makes achieving a stable
political outcome in the next few
days vital.

So far, the gilt market has held
its on the outcome of the election;
instead, it has been sterling that has
been the main vehicle for investor
sentiment.

But an unstable outcome,
whether an unwieldy coalition or
some kind of minority government,
would be anathema for a gilt market
seeking clarity on spending cuts and
tax increases to reduce the budget
deficit.

Even a stable coalition will need
to be careful to avoid the risk of a
credit-rating downgrade.

Politicians shouldn’t assume
Tuesday’s good gilt auction result
means they have time on their side
or that markets will accept a weak
government.

The U.K. plans to sell £165 billion
of gilts in the next 11 months. It can’t
take investor support for granted.

—Richard Barley

British Airways’ shares: The good value is striking

Time has come
for the Chinese
to act on rates

This is Unite’s last throw of the
dice. The trade union representing
British Airways’ Heathrow-based
cabin crew won strong backing from
its members for four rolling five-day
strikes in May and June after a sev-
en-day strike in March. But inves-
tors can be reasonably confident the
union stands little chance of stop-
ping management’s cost-cutting
plans and is unlikely to damage the
airline’s long-term business.

The strikers have never enjoyed
public support. Missing your flight
or ending up stranded because of
ash from a volcano in Iceland is one
thing. Doing so because BA staff are
resisting the austerity typical at
other struggling flag carriers, and
companies in general, is quite an-
other. Besides, the strikers aren’t

protesting over pay and conditions,
since on most major issues, BA and
Unite have found common ground
since March. Instead, the union is
walking out over BA’s scaling back of
noncontractual benefits for the
March strikers, an unlikely basis for
forcing management to back down.

For BA, the prize is recurring an-
nual cost savings of £50 million
($74.3 million), which far outstrips
the likely strike costs, originally es-
timated by BA at £7 million a day
but likely to have fallen below
£5 million. BA has fine-tuned its con-
tingency planning by recruiting re-
placement crew, borrowing other
carrier’s planes and getting commit-
ments from staff at Gatwick and
London City airports to work as nor-
mal. Nor is the strike likely to inflict

lasting damage on BA’s business. For
airlines, “soft product,” including
on-board facilities and services, isn’t
as important as it used to be.

Carriers’ offerings have become
commoditized across first, business
and economy classes, visible in mea-
sures like SkyTrax’s airline ratings.
Price, choice of airport, departure
time and reliability are now the key
criteria for passengers—hence the
significance of BA’s merger with Ibe-
ria and antitrust immunity for its al-
liance with American Airlines.

BA shares have fallen 13% in the
past two months and now trade at
3.9 times forecast 2011 earnings be-
fore interest, taxes, depreciation and
amortization, a 30% discount to the
sector. That presents a buying op-
portunity. —Matthew Curtin

The direction of China’s economy
is set. The question troubling inves-
tors is whether policy makers have
set their course, too.

With consumer-price inflation
rising to 2.8% in April, real interest
rates have moved further into nega-
tive territory: China’s interest rate
on deposits is 2.25%. More inflation
is in the pipeline. The producer-
price index rose 6.8% year-to-year in
April, up from 5.9% in March. Higher
manufacturing costs should eventu-
ally feed through to consumers.

The latest housing-market data
add to fears of overheating, with
prices up nearly 13% year-to-year
across 70 of China’s larger cities.
New bank lending was up, too, with
$113.3 billion more in loans pumped
into the economy in April—back to
around the average monthly level
during 2009’s credit bonanza.

Against this backdrop, Beijing’s
tightening measures to date are in-
adequate. Some have had little time
to work, including last month’s re-
strictions on home buying and a re-
cent increase in the percentage of
deposits banks must place with the
central bank. The danger is that pol-
icy makers will wait too long to take
more decisive action, looking for to-
temic moments such as inflation
moving above the 3% mark, rather
than acting sooner to prevent even
more rapid price rises.

Raising interest rates is compli-
cated in China by fears of hot-money
inflows as the difference between
Chinese and U.S. interest rates wid-
ens. But markets are clearly expect-
ing some action, though recent vola-
tility indicates uncertainty over the
timing. Shares in Shanghai slid
nearly 2% Tuesday, to their lowest
mark in nearly a year, on expecta-
tions Beijing can’t wait much longer
to tighten. The time for those expec-
tations to be fulfilled has arrived.

—Andrew Peaple

Gilt complex
December 2027 Treasury gilt yields

Source: Thomson Reuters
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Now we have a true test of leadership

As the EU
belatedly
responded to the
threat of a
spreading currency
crisis and the U.K.

struggled to find a new prime
minister, Oxford University’s Said
Business School staged a
conference on “The Future of
Leadership.”

The timing could not have been
more apposite, although it was
intended to mark the 70th
anniversary of the start of
Winston Churchill’s first
premiership—incidentally, at the
helm of a coalition
government—rather than the
leadership crises in Europe.

While above ground London’s
Cabinet Office was the scene of
frantic comings and goings as
embarrassing attempts to broker a
coalition wore on, below ground
some 50 people gathered to
discuss leadership in the rooms
where Churchill had operated back
in 1940. In the Cabinet War
Rooms, where no mobile phone or
Internet signal could penetrate to
bring distracting news from the
political battlefront,
representatives of business,
politics, the public sector, the
media and the military were led
by Oxford academics in an effort
to try to define what is needed for
modern leadership and how it
might be nurtured.

That the issue was worthy of
debate was not in doubt. A survey
of Oxford M.B.A. students had
found that a hefty majority of
them thought that there was a
major vacuum in leadership today.
More than three-quarters (76%)
said this was the case in politics
and society generally and 82%
thought it was the case in
international relations.

Interestingly, business emerged
as having stronger leadership,
with 41% identifying it as having a
leadership vacuum. One
explanation advanced for this was

that business rewards good
leadership far better than other
fields.

It is certainly the case that
political leaders, at least while in
office, do not command salaries
in line with those of senior
executives in business although,
as Tony Blair has ably
demonstrated, their capacity for
post-office earning may be sky
high. However, the majority of

voters probably would not be keen
on having leaders whose main
motivation was financial.

Even in business, where
significant riches may reward
effective leadership, a fervent
desire to make money may
militate against good leadership.
But the gathering was clear about
what constituted obstacles to
good leadership in every sector.
Repeated reference was made to
the deleterious emphasis on short-
term rather than long-term
measures of success and the
“goldfish bowl” in which modern
leaders have to operate and which
deters many from taking high-
profile roles. The British, in
contrast with those in the United

States, still regarded any failure as
fatal to a career rather than a
potentially useful learning
experience for a would-be leader.

Today’s leaders labor in a very
different world to that which
Churchill inhabited. They have to
be able to think global as well as
national and to cope with the
changes that science and
technology are spreading at a
rapid rate, particularly in
communications.

Yet the qualities that constitute
a good leader are really very little
changed from 70 years ago. The
consensus of the meeting was that
good leaders needed to have
moral courage; they needed to be
prepared to take risks; and they
needed passion. (One academic
thought the latter a fine idea for a
post-graduate course: “advanced
passion” would surely attract
plenty of students.)

One business leader who was
particularly vociferous on the
need for passion in a leader
remarked that he had watched the
debates between the three
potential future prime ministers
of the U.K. and been struck by the
lack of real passion any of them
exhibited.

The cliche tells us that leaders
are born rather than made, but
part of the purpose of the War
Rooms discussion was to debate
whether leadership could be
taught. There was a view that it
could certainly be nurtured and
techniques that aid leadership

could be imparted. One crucial
one was the ability to evaluate
risks. Another important
technique to aid leaders was, said
one of the Oxford contingent, a
focus on ranking values as an aid
to thinking strategically. It was
not only the bishop present who
made reference to values.
“Leaders need to have a vision
they can sell,” declared one
member of the group. “So it has
to be a vision which is morally
justifiable.”

An ability to manage in a crisis
is vital. Equally, a thick skin is

essential for a leader, a view
expressed by one former FTSE
chairman and endorsed by many
others in the room. And while
such a carapace cannot be bought,
the techniques for dealing with
criticism can be taught.
Sometimes that criticism will be
unjust but on other occasions, it
will be justified. That leaders have
to listen was a recurrent theme
throughout the proceedings.

Oxford’s Said school is intent
on continuing with its exploration
of leadership and will be
establishing an academy to help
develop the next generation of
leaders. It may be the case that
political parties should consider
sending some of their bright
young things to benefit from such
an institution.

The unseemly haggling that
has gone on in the U.K. in recent
days as the three main parties
tried to cobble together a
coalition has not shown political
leadership at its finest. With the
public already disenchanted with
politicians, perceptions will not
have been enhanced by the horse-
trading that has taken place in the
quest for power.

Now, however, the country has
a new prime minister in David
Cameron. He faces a looming
financial crisis on a frightening
scale. This is a true test of
leadership.

Unless he moves hard and fast
against the deficit, the markets
will pass a very early judgment on
his leadership and it will not be
flattering. It will also be
irreparable.

Winston Churchill’s old Cabinet War Rooms housed a very modern conference.
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which Winston Churchill
inhabited.

What’s
News

THE WALL STREET JOURNAL EUROPE
(ISSN 0921-99)

Stapleton House, 29 - 33 Scrutton Street,
London, EC2A 4HU

SUBSCRIPTIONS, inquiries and address changes to:
Telephone: +44 (0) 207 309 7799. Calling time from
8 a.m. to 5 p.m. GMT. E-mail: subs.wsje@dowjones.com.
Website: www.services.wsje.com
ADVERTISING SALES worldwide through Dow Jones
International. Frankfurt: 49 69 9714280; London: 44 207
842 9600; Paris: 331 40 17 17 01.
Printed in Belgium by Concentra Media N.V. Printed in
Germany by Dogan Media Group / Hürriyet A.S. Branch
Germany. Printed in Switzerland by Zehnder Print AG Wil.
Printed in the United Kingdom by Newsfax International
Ltd., London. Printed in Italy by Telestampa Centro Italia
s.r.l. Printed in Spain by Bermont S.A. Printed in Ireland
by Midland Web Printing Ltd. Printed in Israel by The
Jerusalem Post Group. Printed in Turkey by GLOBUS
Dünya BasInevi.
Registered as a newspaper at the Post Office.
Trademarks appearing herein are used under license from
Dow Jones & Co. ©2010 Dow Jones & Company. All
rights reserved. Editeur responsable: Patience Wheatcroft
M-17936-2003.
Registered address: Boulevard Brand Whitlock, 87, 1200
Brussels, Belgium

europe.WSJ.com
FREE daily access for every reader
First time users please register at:

wsj.com/accesstoday
Once registered, redeem future

daily codes at:
wsj.com/accessrenew

Today’s code is: EUROPE-XBR-814

Wednesday - Thursday, May 12 - 13, 2010 THE WALL STREET JOURNAL. 35

i i i

Autos

n Toyota returned to the black in
the quarter ended March 31, post-
ing a net profit of 112.2 billion yen
($1.2 billion) and said it expects
net profit to surge this year, pre-
senting a bullish outlook despite
being weighed down by its mas-
sive global recall.

i i i

Aviation

n EasyJet posted a narrower net
loss of £58.9 million ($87.5 mil-
lion) for the six months ended
March 31, but the U.K. budget air-
line said it was cutting profit tar-
gets for the year because of the
disruption to air travel caused by
the volcanic ash cloud from Ice-
land. It cut its profit expectations
to between £100 million and £150
million from previous guidance of
£175 million to £200 million.

n Balli Aviation, which in Febru-
ary pleaded guilty to conspiracy in
the illegal export of Boeing 747
aircraft to Iran, was ordered by a
U.S. judge to pay a $2 million fine.
The subsidiary of U.K.-based Balli
Group was also placed on proba-
tion for five years.

i i i

Conglomerates

n Vivendi, the French company
that owns Universal Music and
French mobile operator SFR, said
its first-quarter net profit rose
21% to €598 million ($889 mil-
lion), driven mainly by its video-
game and telecoms operations.

i i i

Consumer products

n Church & Dwight, the maker of
Arm & Hammer products and Tro-
jan condoms, said its first-quarter
earnings rose 28% to $80 million
as the U.S. company reported im-
proved sales and margins. Con-
sumers have been spending again
on branded household goods,
though companies have had to en-
tice them with lower prices, heavy
advertising and new products.

i i i

Energy

n OPEC said global oil demand
was likely to grow more than pre-
viously expected in 2010, as
China’s resilient economy offsets
persistent fears over some Euro-
pean countries. The cartel said it
expects global crude consumption
to grow by about 950,000 barrels
a day, about 50,000 barrels a day
higher than its forecast in last
month’s report. It is most signifi-
cant upgrade OPEC has made
since the beginning of the year.

n Chesapeake Energy outlined a
series of steps to raise up to $5
billion over the next two years to
reduce debt and attain an invest-
ment-grade rating, including in-
vestments from Singapore’s Te-
masek and a Chinese
private-equity firm.

n JA Solar swung to a first-quar-
ter net profit of 262.1 million yuan
($38 million), as the solar-cell
maker saw revenue rise. The com-
pany has benefited from the Chi-
nese government’s support for so-
lar energy. A number have solar
companies have reported much
stronger results for the latest
quarter, after being battered last
year by tight credit, high invento-
ries and slowing construction.

i i i

Entertainment

n Terra Firma raised £105 mil-
lion ($156 million) to stave off a
bank foreclosure on EMI Group,
giving the private-equity firm le-
verage in its battle with Citigroup
over the music company’s fate.
EMI has until Friday to inform
Citi that it has come up with the
cash necessary to stave off default
in mid-June.

n Playboy is going 3-D for its
June edition. The magazine will
come with 3-D glasses readers can
wear to see a blurry Hope Dwo-
raczyk pop into focus. “What
would people most like to see in
3-D?” asked Playboy founder Hugh
Hefner. “Probably a naked lady.”

i i i

Financial services

n AIG and Prudential are in talks
to revise the composition of their
$35.5 billion deal for AIG’s largest
Asian life-insurance business. The
talks come as Prudential looks for
ways to appease U.K. regulators’
concerns about its capital position
so that it can move forward with
a share sale to raise cash.

n Bob McCann, the head of UBS’s
Wealth Management Americas di-
vision, told investors that he plans
to turn the business around by re-
ducing attrition among financial
advisers, continuing to cut costs,
boosting adviser revenue and ex-
panding the lending side of the
business. The division was hurting
from structural problems when
McCann, the former Merrill Lynch
brokerage head, took over the
business in October.

i i i

Food and beverages

n Carlsberg swung to a first-
quarter net profit of 471 million
Danish kroner ($81 million),
helped by improved results in key
regions, as well as a gain of 390
million kroner related to a new
accounting rule on acquisitions.
The brewer said strong margin
improvement in Northern and
Western Europe and Asia was to

some extent offset by margin
weakness in Eastern Europe fol-
lowing a big Russian tax increase.

n Starbucks, in a counterattack
against lower-priced fast-food ri-
vals, is rolling out second coffee
brand Seattle’s Best Coffee, aimed
at virtually every retail corner of
the U.S., from high-end restau-
rants to convenience stores to
vending machines.

i i i

Hotels

n InterContinental, the world’s
largest hotel operator by number
of rooms, said its first-quarter
profit doubled to $54 million as
the return of business travelers to
high-end hotels drove its first
positive revenue performance in
18 months. The U.K.-based com-
pany, which counts Holiday Inn
and Crowne Plaza among its
brands, expects the improving
trends to move into the midscale
sector later in the year.

i i i

Mail and logistics

n Deutsche Post said its net
profit surged 85% to €1.75 billion
($2.25 billion) in the first quarter,
boosted by a €1.4 billion gain re-
lated to the sale of Deutsche Post-
bank. The German mail and logis-
tics giant said it saw a
“continuing recovery of the world
economy and rising transport vol-
umes” and “substantial growth in
DHL” through new customers.

i i i

Pharmaceuticals

n Merck plans to file five new
drug applications this year, but
the U.S. company said it ended de-
velopment in its first stab at a fol-
low-on biologic drug, illustrating
the risks of this emerging field.
Follow-on biologics are new ver-
sions of existing biotech drugs,
which are derived from living cells
as opposed to the chemicals at the
core of most traditional drugs.

n Ranbaxy Laboratories posted a
first-quarter net profit of 9.61 bil-
lion rupees ($213 million), helped

by foreign-exchange gains, exclu-
sive sales of a generic herpes
medicine in the U.S. and a spike in
other operating income. That
compared with a net loss in the
year-earlier period, when the In-
dian drug maker had a big foreign
exchange loss.

i i i

Property

n Land Securities, the U.K.’s larg-
est real-estate investment trust, is
expected to sign a joint-venture
deal to develop its “Walkie Talkie”
skyscraper project in the City of
London by the summer, a person
familiar with the matter said.
Land Securities put the develop-
ment on hold in 2007, just before
the credit crunch caused property
values to plummet, but it is now
looking to benefit from a pickup
in demand for space.

i i i

Retail

n Wal-Mart appointed Andy
Clarke as the new president and
CEO of U.K. supermarket chain
Asda. Clarke, 46, is Asda’s chief
operating officer and takes up the
role with immediate effect. The
move follows Andy Bond’s deci-
sion last month to step down after
five years as president and CEO to
become chairman of Asda’s execu-
tive board, a new, part-time role.

n Fossil’s earnings more than
doubled in the first quarter to
$35.9 million as the U.S.-based
watch and fashion-accessories re-
tailer had record results. The com-
pany has benefited from strong
wholesale shipments in its home
market and better-than-expected
same-store sales.

i i i

Technology

n Nokia shook up its business or-
ganization and management for
the second time in less than a
year, underscoring the struggle
the world’s largest mobile phone
maker has to gain the upper hand
in the premium smart-phone mar-
ket. Rick Simonson, the respected
head of the mobile-phones unit,

will retire from his full-time du-
ties, though he will stay on as se-
nior adviser to the company.

n Intel predicted its business will
grow sharply over the next few
years, driven by an expansion into
new markets as well as surprising
strength in the computer business.
CEO Paul Otellini told analysts
that earnings per share and reve-
nue should grow at a combined
average annual growth rate in the
“low double-digits” over the next
few years—about double the chip
maker’s recent growth rate.

n Toshiba said its 2006 acquisi-
tion of nuclear-power company
Westinghouse is starting to pay
off, with projections calling for an
increase in orders and revenue.

n Hitachi returned to the black in
quarter ended March, recording a
net profit of 4.38 billion yen ($47
million) thanks to a sharp recov-
ery in consumer electronics and
automotive systems. The Japanese
company said it is now on its way
to posting its first full-year net
profit in five years.

i i i

Telecommunications

n Telefónica launched a €5.7 bil-
lion ($7.3 billion) offer for the 50%
stake that Portugal Telecom owns
in Brasilcel, in the Spanish com-
pany’s second attempt in less than
a year to boost its presence in
Brazil. The unsolicited bid was
unanimously rejected by the board
of the Portuguese telecommunica-
tions company.

i i i

Utilities

n E.ON reported a 7.3% drop in
first-quarter net profit to €2.28
billion ($2.9 billion), as the Ger-
man utility was hit by a €900 mil-
lion charge on recently divested
U.S. power and gas operations.

BUSINESS WATCH

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

A visitor looks at assault rifles on display during the Special Operation Forces Exhibition, or Sofex, at King Abdullah I Airbase in Amman, Jordan.

Reuters

Jordan hosts big defense-industry trade show
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Church is responsible
for scandal, pope says

Pope Benedict XVI on Tuesday
called on the Roman Catholic
Church to take responsibility for its
crisis of sexual-abuse allegations
against priests, dismissing claims
that the scandal had been whipped
up in order to discredit the church.

“The greatest persecution of the
church doesn’t come from enemies
on the outside but is born from the
sin within the church,” Benedict XVI
said, according to Vatican radio. Re-
sponding to a question about the
“suffering” of the church amid alle-
gation of sexual abuse of minors,
the pontiff placed the blame for the
scandal squarely on the church and
called for “purification.”

The pope’s comments were his
strongest since the emergence this
year of hundreds of allegations of
sexual abuse and cover-ups across
Europe, and indicated a growing
recognition of the crisis engulfing
the Catholic Church. The scandal
has already driven people away
from the church, threatening Bene-
dict XVI’s central aim of reviving its
membership, particularly in Europe.

Earlier this year, Benedict XVI
held silent on the crisis, leaving a
vacuum that other Vatican officials
and prominent Vatican clerics filled
with controversial statements. The
pope’s personal preacher, the Rev.

Raniero Cantalamessa, used a Good
Friday sermon on April 2 to liken
scrutiny of the church to the perse-
cution of Jews. The Vatican’s
spokesman disassociated the Vati-
can from the sermon.

Two days later, Cardinal Angelo
Sodano, dean of the College of Car-
dinals, stood before Pope Benedict
during Easter Mass in St. Peter’s
Square and dismissed scrutiny of
the pope as “petty gossip.” Victims
of priestly sex abuse were outraged.

Pope Benedict broke his silence
on April 15 when Vatican Radio pub-
lished a papal address to advisers,
calling on the church to “do pen-
ance” in the face of “at-
tacks”—though without explicitly
mentioning sex abuse.

Days later on a flight to Malta,
the pope told reporters how the
church had been “wounded” by “our
sins,” without specifying those sins.

Later in his trip to Malta, he met
with sex-abuse victims behind
closed doors at the Vatican Em-
bassy. Returning to the Vatican, the
pope recounted the Malta meeting
to pilgrims in St. Peter’s Square. “I
shared with them their suffering,
and emotionally prayed with them,
assuring them of church action,” he
said.

Pope Benedict traditionally takes
questions on foreign trips from
traveling reporters. On the flight to
Portugal on Tuesday, the pope re-
sponded to a question about the
sex-abuse crisis, saying the church’s
internal struggle to confront it was
“terrifying.”

The church, the pope said, “has a

deep need to re-learn penance, to
accept purification, to learn, on one
hand, forgiveness, but also the need
for justice,” Vatican Radio said.

The pope did not say whether
any Vatican policies led to the
abuse. The Vatican is currently fac-
ing a handful of lawsuits filed in the
U.S. alleging that its actions and
policies allowed instances of child-

hood sex-abuse by Catholic priests
to take place.

To date, the Vatican hasn’t been
found liable in U.S. courts; the ma-
jority of sex-abuse-related suits in
the U.S. have been against individual
bishops and dioceses.

—Ashby Jones and
Margherita Stancati

contributed to this article.

BY STACY MEICHTRY

Pope Benedict XVI blesses a baby during a welcome ceremony in Lisbon

A
ge

nc
e

Fr
an

ce
-P

re
ss

e/
G

et
ty

Im
ag

es

The pope’s comments were
his strongest since the
emergence of allegations of
priestly sexual abuse.

Louis Vuitton is proud to support The Climate Project.

Three exceptional journeys. One historic game.
Café Maravillas, Madrid.
Follow Pelé, Zidane and Maradona on louisvuittonjourneys.com
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i i i

Europe

n David Cameron became Brit-
ain’s prime minister after Gordon
Brown tendered his resignation to
Queen Elizabeth. Cameron will
head what seems likely to be a co-
alition between his center-right
party and the Liberal Democrats.
Brown’s resignation broke a post-
election political stalemate five
days after the Conservatives
emerged from last week’s general
election as the largest party but
without a majority.

n Germany’s cabinet approved
the country’s contribution of up to
€147.6 billion ($188.8 billion) to a
massive €750 billion EU-IMF bail-
out for European countries on the
verge of a default.

n A sharp rise in U.K. industrial
production in March, boosted in
part by a weaker pound, could
lead to an upward revision in
first-quarter economic growth,
data showed. The Office for Na-
tional Statistics said manufactur-
ing output rose 2.3% on a month-
to-month basis in March—the big-
gest increase since July 2002.

n Pope Benedict called on the
Catholic Church to take responsi-
bility for the sex-abuse crisis, dis-
missing claims that the scandal
was part of an “outside” campaign
to discredit the church. Benedict
has departed from the public re-
sponse taken by some Vatican of-
ficials. Instead, the pontiff placed
the blame for the scandal squarely
on the shoulders of the Church
and called for “purification,”
promising the Church would take
action to protect children and
make abusive priests face justice.

n Europe’s air-traffic coordinator
said it is no longer designating
buffers around volcanic ash cloud
no-fly zones because experts are
able to monitor the dispersion.

n Russia outlined a shift to a
more pragmatic foreign policy in
confidential report, aimed at
building closer ties with the U.S.
and Europe to help modernize its
outdated industries. The program
detailed a shift away from the
more confrontational line the
Kremlin had taken in past years. It
singled out the Obama Adminis-
tration for praise for its more-co-
operative approach to Moscow.

n The IMF said it may boost its
forecast for Russian economic
growth in 2010, as the country en-
joys growing foreign reserves and
suffers little contagion from con-
cerns about European nations’
sovereign debt.

n Russian Prime Minister Vladi-
mir Putin traveled to the Siberian
coalmine where 38 miners were
buried and feared dead. The death
toll from the two explosions that
hit the mine rose to 52 and pros-
pects of finding any survivors
nearly three days after the blasts
were dimming.

n Baltasar Garzón, the high-pro-
file Spanish judge who indicted
Augusto Pinochet and Osama bin
Laden, is seeking a leave of ab-
sence as he awaits trial on
charges of abuse of authority in a
domestic case, an official said.

n Supporters of Albania’s Social-
ist Party blocked main roads in
nine cities to press a demand for
an election recount in areas they
claim the vote was rigged by

Prime Minister Sali Berisha’s Dem-
ocratic Party.

n Italian Premier Silvio Ber-
lusconi, who was embroiled in a
sex scandal last year, and his wife
agreed to a separation ahead of
divorce, Italian news media said.

i i i

U.S.

n Federal regulators established
a joint advisory committee to look
into the causes of last week’s mar-
ket plunge. The SEC and the Com-
modity Futures Trading Commis-
sion said the advisory committee
will look at numerous emerging
regulatory issues and place its ini-
tial focus on the factors that con-
tributed to the 1,000-point dive in
the Dow Jones Industrial Average
on Thursday.

n Senators grilled executives of
the three main companies con-
nected with the Gulf of Mexico oil
spill, who pointed fingers at each
other in Senate testimony. Sena-
tors pressed executives from BP,
the well’s owner; Transocean, the
rig owner; and Halliburton, a ma-
jor drilling operations contractor,
for answers on what went wrong.
n The Interior Department plans
to split the Minerals Management
Service, which currently ensures
the safety of oil drilling, into two
divisions, one focusing on gather-
ing royalties from oil and gas
companies and another focused on
safety inspections.

n More U.S. workers quit their
jobs than were laid off in March,
the second month in a row, indi-
cating growing confidence that
more posts are available to them
in a slowly recovering job market.

n Federal regulators are consid-
ering new rules on the wireless-
phone industry, which would re-
quire carriers to alert consumers
if they have gone over their
monthly data or text-message al-
lotments. The potential proposal
is similar to rules recently enacted
in the EU on wireless companies
that require carriers to send a text
message to subscribers who are
racking up roaming charges or
getting close to their plan’s roam-
ing limit.

n The New York Attorney Gen-
eral filed a civil suit against Ivy
Asset Management and two of its
former senior officers, claiming
they learned a series of “disturb-
ing facts” about Bernard Madoff’s
investment firm but “hid the
truth” from clients whom they ad-
vised about investing with Madoff.

i i i

Americas

n Venezuela’s legislature intro-
duced a sweeping bill aimed at
tightening currency-trading rules
to reduce speculation and "pre-
serve the value" of the bolivar,
which has plunged 27% this year.
The bill would toughen already-
strict rules on trading by putting
the central bank in charge of de-
ciding who can take part in the
free-floating currency market.

i i i

Asia

n Benigno Aquino III edged
closer to becoming the next Phil-
ippine president, bolstering finan-
cial markets and drawing atten-
tion to the way the country is still
dominated by a small group of
family dynasties.

n In Thailand, chances of a nego-
tiated settlement to the political
standoff looked bleaker as the
prime minister said he would no
longer offer protesters a compro-
mise, including an early election.

n Afghan President Hamid Karzai
and U.S. Secretary of State Hillary
Clinton attempted to publicly put
differences between their govern-
ments behind them at the begin-
ning of a summit in Washington.

n In China, the rise in prices of
housing and consumer goods ac-
celerated in April, data showed,
signaling that containing inflation
and asset bubbles remains a chal-
lenge even as the nation’s eco-
nomic growth moderates.

n Japan’s finance minister, Naoto
Kan, pledged to keep new debt is-
suance in the next fiscal year from
topping this year’s level, signaling
his resolve to slow the country’s
debt binge amid widespread con-
cern over public borrowing in in-
dustrialized countries.

n Pakistanti textile workers ral-
lied, calling for a ban on yarn and
cotton exports, as a global cotton
shortage has forced some textile
factories into bankruptcy.

i i i

Middle East

n Iraqi forces beefed up check-
points, conducted house-to-house
searches and searched through
cars looking for suspects behind a
devastating string of attacks
across the country that killed 119
people Monday.

n Egypt’s government extended
the country’s controversial emer-
gency law for two years, saying it
would limit its use, a promise dis-
missed by human-rights activists
who warned the law would con-
tinue to be used to suppress dis-
sent. The emergency law has been
in place since the 1981 assassina-
tion of then-President Anwar Sa-
dat by Islamic militants.

i i i

Africa

n Ten pirates released from a
Russian warship 300 miles out to
sea may have drowned, according
to Russian officials and their pi-
rate colleagues, raising fears of re-
taliation against other vessels ply-
ing East African waters. The
pirates were nabbed last week af-
ter they hijacked the Moscow
University, a Liberian-flagged,
Russian-operated oil tanker sailing
off the Somali coast.

n In South Africa, the movement
of commodities and fuel may be
halted after a second labor union
said it would join a strike by thou-
sands of workers at the country’s
freight rail, ports and pipelines.

i i i

Australia

n The country’s treasurer,
Wayne Swan, forecast that the
government’s budget would return
to surplus three years sooner than
expected and before any other
major advanced economy, helped
by global demand for its key com-
modity exports.

WORLD WATCH

WSJ.com
To read more about these items,
and for all the latest breaking
news, go to WSJ.com/WorldIn the eastern Indian state of Bhubaneshwar, a beach was coated with oil that was spilled when a ship carrying coal from Indonesia collided with a motorboat.

The area is the nesting site for millions of endangered Olive Ridley turtles, which live in warm waters and were once slaughtered en masse for meat and leather.

Associated Press

In India, an oil spill threatens nesting site for endangered turtles
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Carriers chafe
at flight limits
as airports close

BRUSSELS—As clouds of ash
from an Icelandic volcano continue
to disrupt European aviation, air-
lines are attacking regulators over
their analysis of the threat and deci-
sions to close airspace.

The chief executive of Irish na-
tional carrier Aer Lingus Group PLC
Tuesday called the computer model
used to track the ash clouds “inac-
curate,” and two major airline asso-
ciations said their members were
losing faith in the British office sup-
plying European governments with
data on the clouds.

A spokeswoman for the Volcanic
Ash Advisory Center in London, part
of the British Met Office, defended
the center’s analysis and modeling.
“It’s a proven and internationally
endorsed model,” she said.

The dispute is flaring as national
regulators in Spain, Portugal, Mo-
rocco and Turkey on Tuesday closed
airports or airspace due to high ash
concentrations, causing flight delays
and cancellations.

At the crux of the dispute is a
question fundamental to commercial
aviation: What level of risk is ac-
ceptable for passengers, airlines and
governments? It is an issue carriers
face daily, assessing potential
threats ranging from thunderstorms
to birds. Safety experts say there
are no documented cases of passen-
ger fatalities due to engine failure
from ash.

In a potential step toward
greater flexibility on the issue, the
European Union’s European Aviation

Safety Agency on Tuesday held a
conference call with engine makers
and others in an effort to raise the
allowable concentration of volcanic
ash for commercial flights. The cur-
rent limit was set very conserva-
tively last month when Europe’s air-
space shut for five days.

The question of acceptable risk
will also be central to discussions
Wednesday in Paris, where the
United Nations’ International Civil
Aviation Organization will hold a
meeting to start setting new global
guidelines for operating amid volca-
nic dust.

ICAO’s previous guidance—estab-
lished after jetliners flew near
erupting volcanoes in the 1980s and
nearly crashed—was that pilots
should avoid all ash plumes, without
exceptions.

But while erupting volcanoes
pose an occasional threat, some
level of volcanic ash is almost con-
stantly in the atmosphere. Long be-
fore eruptions of Iceland’s Eyjafjal-
lajokull volcano last month
prompted authorities to close 80%
of Europe’s airspace, carriers and
engine makers had recognized that
minor encounters with volcanic
ash—typically unnoticed by pi-
lots—caused extra wear on aircraft
engines.

Desert sand, which is less abra-
sive than most volcanic ash, can sig-
nificantly shorten the life an aircraft
engine, and manufacturers mandate
tighter inspection regimes for
planes and helicopters operating in
the Middle East and similar regions.

The U.S. Federal Aviation Admin-
istration, which deals with volca-

noes in Alaska and on the West
Coast, advises against flying near
ash clouds, but leaves operational
decisions largely up to individual
airlines.

Because the rule has always been
to avoid volcanic ash, little real-
world data exist on its effect for use
in building analytical models, safety
officials say.

Under ICAO rules, aviation offi-
cials had little choice but to close
airspace on April 15, said David Mc-
Millan, director general of Eurocon-
trol, which oversees air traffic
across 38 European countries. “It
was the precautionary principle at
work,” Mr. McMillan said in an in-
terview.

European airspace reopened af-
ter transport officials from the EU,
member states and Eurocontrol
agreed with engine makers on an
acceptable concentration of ash: 200
milligrams per cubic meter of air.

Since then, areas of airspace
have been briefly shut by national
authorities when the Volcanic Ash
Advisory Center in London said con-
centrations exceeded the agreed-
upon level.

Now, European airlines are ques-
tioning the VAAC’s data and attack-
ing governments for not consis-
tently matching responses to the
actual threat.

“Airlines have lost confidence in
the VAAC as the sole source of in-
formation for government decisions
on airspace closure,” said Ulrich
Schulte-Strathaus, secretary general
of the Association of European Air-
lines.

The International Air Carrier As-
sociation, which represents charter
airlines, said in a statement: “Air-
lines are losing faith in this method-
ology.”

Mr. Schulte-Strathaus called for
collection of more data on ash in
the atmosphere, greater use of ex-
perience from other regions such as
the U.S., and more standardized ap-
plication of existing European rules.
“The data isn’t being interpreted
consistently,” he said.

In France, for example, the civil-
aviation authority has worked with
Air France-KLM SA to conduct sev-
eral test flights. “It allows us to con-
firm there is no ash residue in the
zone,” said an Air France spokes-

man. France has kept its airspace
open while Spain shut Barcelona
Airport, not far from France, based
on VAAC data.

“We believe volcanic-ash predic-
tions thousands of miles away from
the original eruption need to be
treated differently,” said Aer Lingus
Chief Executive Christoph Mueller in
a statement.

The Met Office spokeswoman
said the model is constantly ad-
justed based on new data. First de-
veloped in 1986 to track a cloud of
radioactive dust from the explosion
of the Chernobyl nuclear reactor in
the former Soviet Union, the model
has been frequently revised and im-
proved, she said.

Input for the model today comes
from Iceland’s reporting of volcanic
activity, satellite images, radar, envi-
ronmental-test aircraft and a laser
system that can judge air density,
the spokeswoman said.

The VAAC puts these data
through its model to produce maps
that show where ash concentrations
are expected over following hours to
exceed the limit set by engine mak-
ers.

BY DANIEL MICHAELS
AND ANDY PASZTOR

Canceled flights stalled Europe-bound travelers Tuesday in Tenerife, one of the Canary Islands.

A
ge

nc
e

Fr
an

ce
-P

re
ss

e/
G

et
ty

Im
ag

es

In internal report, Russia shifts Westward
MOSCOW—In a confidential re-

port, Russia outlined a shift toward
a more pragmatic foreign policy
aimed at building closer ties with
the U.S. and Europe to help modern-
ize its outdated industries.

The program detailed a shift
away from the more confrontational
line the Kremlin had taken in past
years. It singled out the Obama ad-
ministration for praise for its more
cooperative approach to Moscow.

A Russian official confirmed the
authenticity of the document, which
was addressed to President Dmitry
Medvedev by Foreign Minister Ser-
gei Lavrov. It was first reported
Monday by Russian Newsweek,
which ran the document’s full text
on its website.

A Kremlin spokesman said the
program, dated February, hasn’t
been officially approved. But some
elements, such as a deal with the
U.S. to reduce nuclear weapons,
have already been implemented. Its
spirit was reflected Sunday, when
U.S. and European troops for the
first time marched alongside Rus-
sian forces during Moscow’s annual
military parade marking the end of
World War II.

“It’s a document that reflects the
mainstream in today’s Russian polit-

ical leadership,” said Dmitry Trenin,
director of the Carnegie Moscow
Center.

The report also includes insights
into Moscow’s relationships with
former Soviet republics. It calls for
taking advantage of the global fi-
nancial crisis to acquire industrial
and energy assets in the Baltics, Be-
larus, Ukraine and Central Asia—all
areas where Russian influence is a
sensitive political issue.

On many issues, the Kremlin
hasn’t lined up completely with the
West. On a visit to Syria on Tuesday,
Mr. Medvedev suggested Moscow
might be interested in nuclear-en-
ergy deals there. The U.S. has op-
posed any nuclear cooperation with
Syria until Damascus allays interna-
tional concerns a suspected nuclear-
weapons program destroyed by an
Israeli strike in 2007.

On the issue of Iran’s nuclear
ambitions, U.S. officials say Russia
has largely come around to support-
ing Washington’s efforts to tighten
sanctions on Tehran. But the report
leaked Monday names Iran as a po-
tential flash point for renewed con-
flict with the West in the event of a
military strike against Iranian nu-
clear facilities, which Moscow
staunchly opposes.

The report details a foreign-pol-
icy approach Mr. Medvedev called

for during his annual address to
parliament in November. Saying
that “puffing up our cheeks” was
pointless, he declared then that for-
eign policy should aim to help mod-
ernize Russia’s underdeveloped
economy.

In a cover letter to the report,
Mr. Lavrov calls for creating “alli-
ances of modernization” with Euro-
pean countries to attract needed
technology and wrote that “It is
necessary to find opportunities to
use American technological poten-

tial.” The report named Germany,
France, Italy and Spain as Russia’s
closest partners in Europe.

Though the document includes
traditional denunciations of U.S. am-
bitions to maintain global domi-
nance, it hails the Obama adminis-
tration for its “transformational
potential” in relations with Russia.
President Barack Obama has sought
to revive ties with Moscow, drop-
ping many initiatives that had irked
the Kremlin, including plans for
missile-defense systems in Poland

and the Czech Republic and staunch
support for leaders in Georgia, and
previously Ukraine, who took an an-
ti-Russian stance.

“The overall climate is better
than it has been since the time of
Perestroika,” said Vyacheslav
Nikonov, a foreign-policy analyst
and frequent Kremlin adviser. “Rus-
sia has started to react to the more
cooperative policy from the West.”

He and other analysts noted that
the Kremlin’s new approach bears
some risks, especially as Moscow re-
asserts its influence in the former
Soviet Union.

Mr. Nikonov noted that Mr. Med-
vedev’s focus on weaning Russia’s
economy from its dependence on oil
and other natural resources and
stimulating high-technology indus-
tries mandated the Westward focus.
“The sources of modernization and
innovation are in the West, not the
East,” he said.

Though the report notes Mos-
cow’s partnership with China and
other major developing countries, it
gives much more attention to ties
with the U.S. and Europe. The report
also says that after several years of
military buildup, the Kremlin aims
to reduce defense spending as a
share of the economy.

—Ira Iosebashvili
contributed to this article.

BY GREGORY L. WHITE

Russian President Dmitry Medvedev, center, arriving in Turkey on Tuesday.
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Climate cheers British bubbly makers

T HE ENGLISH invented spar-
kling wine in the 17th cen-
tury, but failed to profit

from it because their cold, dank
summers yielded crummy grapes.
Three decades later, a French
monk named Dom Pérignon
adapted the idea and devised a
winning tipple, Champagne.

The Brits are starting to claw
back some ground. In January, a
little-known bubbly from the U.K’s
Nyetimber Estate was crowned
“world’s best sparkling wine” at a
prestigious taste-off in Italy, de-
feating a dozen Champagnes, in-
cluding Roederer, Bollinger and
Pommery. Last year, when Britain
hosted the G-20 meeting, another
effervescent Nyetimber was
served to President Barack
Obama, Germany’s Angela Merkel
and President Nicolas Sarkozy of
France.

English bubbly is on the rise
partly due to better winemaking
techniques. But some vintners say
they’re being helped by another,
unexpected factor: a warming cli-
mate. Official data indicate that
the past 10 years were the warm-
est on record globally. In England,
this led to plumper and riper
grapes most seasons, especially
for sparkling wines. The number
of vineyards in the U.K. jumped to
416 in 2008 from 363 in 2000, ac-
cording the trade group English
Wine Producers.

“Just 20 years ago, it was re-
ally difficult to make good wine in
cooler climate areas,” says Gre-
gory Jones, who studies the effect
of climate change on the global
wine industry at Southern Oregon
University. “Now it’s not such a
challenge.”

With the help of warmer sum-
mers, “some of the risk of making
sparkling wine here is gone,” says
Mike Roberts, founder and chief
winemaker of the Ridgeview es-
tate here, about 70 kilometers
south of London. “We have every-
thing going for us to out-Cham-
pagne Champagne.”

Last year, the fifth-hottest on
record, Ridgeview’s grapes rip-
ened two weeks earlier than
usual, allowing for the harvest to
be brought in before the onset of
wet October weather. Mr. Roberts

and other English winemakers say
2009 was one of the best growing
seasons they’ve seen.

Most connoisseurs insist that
no sparkling wine can match the
range, finesse and flavor of Cham-
pagne, made only in the Cham-
pagne region of northeastern
France. Yet English fizz is burst-
ing a bit of France’s bubble.

Mr. Roberts’ wines have won
dozens of prizes, including a gold
and silver medal at Effervescents
du Monde, an international com-
petition held in France. Another
Ridgeview sparkler, blanc de
blanc, was served at a 2006 bash
to mark Queen Elizabeth’s 80th
birthday.

Many English still wines, in-
cluding white and rosé varieties,
have been considered thin and
acidic. As the climate has warmed,
they’ve benefited as well, becom-
ing less acidic and more fruity.
English reds still struggle, partly
because those grapes need a much
hotter climate to ripen well.

Sparkling wines have improved
most, because England’s warmer,
drier summers now yield juicier
grapes with more flavors—while
still remaining cool enough to cre-
ate the racy acidity so vital to a
fizzy wine.

The Romans introduced wine-
making to England after invading
in 43 A.D. In the mid-1600s, Eng-
lish scientist Christopher Merret
discovered that adding sugar to
finished wine led to a second fer-
mentation and yielded a fizzy
wine. Later, Dom Pérignon came
up with the idea of making spar-
kling wine with bubbles by blend-
ing grapes from different vine-
yards—a key development that
gave French makers the sparkling
advantage.

France’s annual output of
Champagne, some 320 million
bottles, is much larger than the
1.4 million bottles of fizz England
makes each year. Still, representa-
tives of big Champagne houses
such as Louis Roederer (maker of
Cristal), Pol Roger and Duval-Le-
Roy have toured England, scoping
out vineyard sites—and their
smaller new rivals.

Roger Begault, export director
of Champagne house Duval-LeRoy,
founded in 1859, acknowledges
that several English sparkling
wines are “pleasant and well

made.” A few years ago, a Duval-
LeRoy envoy surveyed southern
England to consider starting up
vineyards there. Still, he insists,
“Champagne only comes from
Champagne!”

Rising temperatures have
helped France’s Champagne mak-
ers, too. But if the trend contin-
ues, lower-end bubbly could be
challenged, at least on price. Eng-
lish bottles today can cost any-
where from $27 to $37, roughly
the same as non-vintage Cham-
pagne, and far less than the spe-
cial vintages bottled in outstand-
ing years.

The U.K. is the biggest im-
porter of Champagne in the world,
and today demand for domestic
fizz is picking up. Of the 3.1 mil-
lion bottles of U.K. wine produced

in 2009, about 45% were of the
sparkling variety, according to an
estimate by English Wine Produc-
ers. In 2005, only 20% of domestic
bottles produced were bubbly.

Waitrose, the grocery store
chain that commands a 61% mar-
ket share for English wines, has
its own vineyard. A separate vine-
growing project has sprung up
about 20 kilometers from London.
One local grower is planning a
tiny vineyard in the heart of the
city, outside Kings Cross Station.

Plumping up the market hasn’t
been easy. In the early 1990s,
when Mr. Roberts of Ridgeview
approached a bank for a loan to
start his winery, he was rejected.
“The bank manager said, ‘You
must be mad,’ ” recalls Mr. Rob-
erts.

Using his own funds plus a
loan, Mr. Roberts planted the first
vines in 1994 and enlisted three
consultants—including two from
Champagne. He decided to make
sparkling wine because southern
England has a chalky soil similar
to Champagne, and is only 140 ki-
lometers to the north.

All of Ridgeview’s products are
named Merret, a nod to the 17th-
century scientist. Since 1996,
when the vineyard produced
20,000 bottles, production has
grown nearly tenfold.

BY GAUTAM NAIK
Ditchling, England

Bloomberg News

Mike Roberts, at Ridgeview in 2007, says making wine is easier now. “We have everything going for us to out-Champagne Champagne.”

WSJ.com
ONLINE TODAY: See a video about
Ridgeview Estate’s award-winning
bubbly at WSJ.com/PageOne.
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EUROPE’S DEBT CRISIS

Bailout sets stage for EU fiscal union
BRUSSELS—Europe’s pool of

bailout money, €750 billion ($955
billion) deep, appears for now to
have prevented the crisis that began
in Greece from tearing apart the 16-
nation euro zone.

Now for the tougher question:
Can Europe find a way to stop fiscal
crises—those born of overspending
and undertaxing—in the future?

As Germany’s cabinet Tuesday
agreed to send the country’s bailout
contribution of up to €123 billion to
parliament for approval, Monday’s
euphoric rally in European financial
markets petered out. European stock
markets and the euro slipped.

Prices of bonds from govern-
ments in Southern Europe continued
to rise, however, moving their bor-
rowing costs somewhat closer to
those of Germany. That signaled that
investors view bonds of these coun-
tries as less risky than even a few
days ago.

One reason for the market cau-
tion: The open question over
whether the bailout will put fresh
impetus behind long-dormant no-
tions that the European Union itself
should have a greater hand in the
budgetary affairs of its members. So
far, says Marco Annunziato of Uni-
Credit Group: “We have not yet seen
any credible strengthening of the
euro zone’s fiscal rules.”

To that end, the bloc’s executive
arm, the European Commission, will
propose new rules on Wednesday
that would let authorities in Brus-
sels assess national budgets before
they are passed by parliaments, a
big step toward joint administration
of fiscal policy.

Such centralization has long been
anathema to many nations, who
view the public purse as the sacred
and exclusive domain of sovereign
countries. But the woes of Greece
may have forced their hand; the cap-
ital markets on which Greece has re-
lied to fund epochs of deficit spend-
ing have fled in the face of its poor
fiscal management, denting the
common currency along the way.

“What the markets want is very
clear,” says Guy Verhofstadt, a for-
mer Belgian prime minister and cur-
rent member of the European Parlia-
ment who is one of the Continent’s

leading federalists. “What they want
is that the European Union gets
more grip on this, or you cannot
have a coherent monetary union.”
That view has been widely echoed
by economists.

The €750 billion bailout plan rep-
resents “a step towards replacing
peer pressure with peer control in
the context of fiscal surveillance,”
analysts at Moody’s wrote on Tues-
day. “A strengthening of the institu-
tional fiscal framework in Europe ...
would be credit-positive for the re-
gion as a whole.”

Since the first rumblings of the
Greece crisis, proponents of a
tighter fiscal embrace have seized
the opportunity.

The EC reanimated its efforts to
give its statistical authority, Euro-
stat, greater powers to scrutinize
countries’ financial reporting. A sim-
ilar effort was rejected by the EU’s
finance ministers several years ago,
but times have changed and it ap-
pears to have support now.

Herman Van Rompuy, the EU
president, decided last week to ac-
celerate the work of a task force

looking to strengthen “policy coordi-
nation.”

Resistance to closer fiscal coordi-
nation comes from national capitals,
particularly Berlin. Germany is
proud of its relative fiscal rectitude,
and it is deeply reluctant to take ad-
vice on financial administration
from others.

German officials reacted furi-
ously earlier this year when French
Finance Minister Christine Lagarde
suggested the Germans should
spend more in order to reduce im-
balances within the euro zone that
see money pouring into Germany
from other countries.

“Budget laws are a national re-
sponsibility,” German Finance Minis-
try spokesman Michael Offer told re-
porters Tuesday. “In Germany,
naturally, it’s in our own best inter-
est, and we have historical prece-
dent, for national jurisdiction over
budget law. And we want to keep
that independence.”

But Germany is in a tricky spot.
Chancellor Angela Merkel has been
harshly critical of Greece’s budget
overruns. “Germany has a very diffi-

cult psychological process to get
through,” says Fabian Zuleeg of the
European Policy Centre, a Brussels-
based think tank. Tougher rules are
needed to stabilize the euro and
bring confidence to the monetary
union, he says. But that can be done
only by introducing “rules that will
apply to all countries in the euro
zone,” including Germany.

Germany, for its part, prefers a
list of new regulations, including
tougher penalties for breaking the
EU’s Stability and Growth Pact,
which limits annual deficits to 3% of
gross domestic product. Germany
also seeks harsh savings and re-
structuring measures for countries
that tap the bailout fund, and new
regulations on derivatives and
short-selling.

Germany’s exposure to the euro-
zone bailout fund could however
lead Berlin to rethink its opposition
to stricter budget oversight, if not to
fiscal collaboration. It may conclude
that relinquishing some control over
its own budget is a price worth pay-
ing if Berlin gains supervision over
the finances of other members in re-

turn.
The EC’s proposals will involve

examining member countries’ bud-
gets before they are voted on by
parliaments. It isn’t clear whether
the final legislation would permit
actually blocking budgets—a step
that could involve serious constitu-
tional challenges in many coun-
tries—or providing an advisory as-
sessment only.

The second major piece of the
proposal is expected to create a sort
of European Monetary Fund, making
permanent the loan-making bailout
mechanism established this week,
which has a life span of three years.

The commission will also push
for tougher enforcement of the Sta-
bility and Growth Pact. Countries
have violated its limits to debts and
deficits almost with impunity since
the euro’s creation a decade ago.
“We need much stronger governance
so we don’t end up in exactly the
same crisis in the future,” says Mr.
Zuleeg. But “the fundamental ques-
tion is one of political will.”

—Patrick McGroarty
contributed to this article.

BY CHARLES FORELLE

Source: Eurostat
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IMF’s reach spreads to Western Europe
WASHINGTON—Within a month,

the International Monetary Fund
has moved from a euro-zone pariah
to an essential institution whose
blessing is necessary for euro-zone
countries that need rescue pack-
ages.

“Only weeks ago, there was seri-
ous question of what the role of the
IMF would be in the euro zone,”
said the IMF’s deputy managing di-
rector, John Lipsky. “That role has
now been clarified.”

The European Union and its eu-
ro-zone members said on Sunday
that any future bailout would occur
only in the “context of joint EU/IMF
support,” and would require the IMF
to approve a program of “strong
conditionality,” according to an
agreement by EU finance ministers.

That is IMF lingo for saying that
the IMF would have to approve any
loan for a troubled EU country and
would require that a borrower adopt

tough economic policies to get its
house in order. The IMF and EU
would then jointly police the loan to
see that those conditions were be-
ing met before more money is dis-
bursed.

“This is a template that will be
used in the future,” Mr. Lipsky said.

A powerful IMF role was a prior-
ity of U.S. Treasury Secretary Timo-
thy Geithner, who lobbied his Euro-
pean counterparts during lengthy
phone calls that IMF participation
would give a European stabilization
plan “credibility,” said a participant.
Over the weekend, European minis-
ters agreed to increase what was
initially conceived as a €100 billion
($127 billion) contribution by the
IMF to €250 billion.

The Europeans and the U.S.
wanted to announce an overall num-
ber that was so large it would con-
vince markets there were sufficient
funds to handle any problem with
European sovereign debt. In the
end, the Europeans said they would

chip in €500 billion and announced
that the IMF would add another
€250 billion. In dollars, the total
was about $1 trillion.

“The $1 trillion number seems to
be well-defined eye-catching num-
ber to stop a panic,” said former
IMF senior official Esward Prasad,
who is now a researcher at the
Brookings Institution in Washing-
ton.

But Mr. Lipsky said that the IMF
hadn’t made a €250 billion commit-
ment to European nations—and
couldn’t because it only doles out
money after individual countries ask
for help.

No euro-zone nation, other than
Greece, has applied for an IMF loan.
“We were trying to give an idea of
scale without being excessively pre-
cise,” he said. He called the €250
billion figure “illustrative.”

During the weekend, Mr. Prasad
met with officials from the Group of
20 industrial and developing nations
in Toronto who were debating eco-

nomic policies ahead of a G-20 lead-
ers’ meeting in June. While repre-
sentatives of the G-20 nations,
which include India, China, Brazil
and South Africa, were broadly sup-
portive of IMF’s efforts to help Eu-
rope—a big export market for devel-
oping nations—the scale of the aid
is bound to deepen the divisions in
the IMF between rich countries and
poor, he said.

For decades, poor countries have
complained that the IMF makes
harsh demands of poor countries
when they need to borrow, but
doesn’t press rich countries hard to
change policies that can produce
crises. In hallway conversation at
the G-20 session, “there was signifi-
cant concern about whether this
was another example of unbalanced
treatment between advanced coun-
tries and emerging markets,” Mr.
Prasad said.

More galling to the poor coun-
tries, he said, was that the IMF may
tap loans made by India, China, Bra-

zil and other developing countries
to finance smaller European coun-
tries that run into trouble—even
though European nations have re-
sisted changes in IMF voting struc-
ture that would give big emerging
markets a larger say in the IMF.

“That issue will come roaring
back,” Mr. Prasad said, once the eco-
nomic situation in Europe settles
down.

But Mr. Lipsky said such an in-
terpretation was mistaken. Until re-
cently, Germany, France and other
euro-zone nations refused to con-
sider loans from the IMF, arguing
that the IMF loans were for devel-
oping countries, not wealthy Euro-
pean ones. Scrapping that view puts
wealthy nations and developing
ones on more similar footing, he
said.

“Perhaps if there is a stigma [to
borrowing from the IMF],” said Mr.
Lipsky, “it’s a positive stigma of en-
hancing the reputation” of a country
that turns to the IMF for help.

BY BOB DAVIS
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Fulham manager Roy Hodg-
son has performed a minor mir-
acle in taking his team from
the brink of Premier League rel-
egation to a major European fi-
nal in the space of two years.

In tonight’s Europa League
final, Mr. Hodgson’s side faces
Atlético Madrid, the 6/5 favorite
to win the match in 90 minutes
with Boylesports. Fulham is a
best-priced 14/5 with Betdaq.

Atlético, like Fulham, hasn’t
had the best of seasons do-
mestically—the Spanish side is
currently ninth in La Liga with
just one game to play—but has
looked strong throughout this
competition.

Diego Forlán was outstand-
ing in both legs of the semifinal
against Liverpool and scored
the extra-time away goal at
Anfield that carried his side
through to tonight’s match in
Hamburg. The Argentinian is a
decent bet to score at any time
tomorrow, at 6/4 with Paddy
Power.

As for the result, it looks
certain to be tight. Quique Sán-
chez Flores’s team is stronger,
but since a remarkable come-
back from a 3-1 first leg deficit
against European giant Juven-
tus in the round of 16, Fulham
has look destined for Europa
success.

A penalty shootout could be
on the cards, but back Fulham
outright at 7/5 with Blue
Square or 888sport.

Bodog offers 15/8 for chair-
man Mohamed Al-Fayed to
hoist the trophy aloft on the
field during the ensuing celebra-
tions.

Tip of the day

9

Source: RFU.com
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Spanish teams eye breakaway
Row over TV revenue threatens to create a schism between the country’s leading clubs

After successfully running away
with Spain’s league championship
this season, turning the title race
into a straight shootout between the
country’s top two football teams,
now Barcelona and Real Madrid
could break away from the league
altogether.

Spain’s two biggest clubs are
among the teams calling for the Pri-
mera Division to follow the example
of rival European leagues and split
from Spain’s second tier Segunda
Division in a row over television
revenue that threatens to create a
schism between the country’s lead-
ing contenders.

The teams in favor of breaking
away from the Spanish football
league, known as the LFP, agreed at
a Monday meeting in Madrid to ini-
tiate official talks over separating
the top two divisions. Some of Eu-
rope’s leading leagues have split in
the past: The Premier League split
from the Football League in England
back in 1992, while the Italian top-
flight, Serie A, will officially sepa-
rate from Serie B in July.

Barcelona and Real Madrid were
among the 11 teams to have re-
quested the meeting, which lasted
several hours and concluded with 15
of the 20 Primera Division clubs
voting in favor of a breakaway. A se-
ries of meetings will begin after
June 21 to hammer out the details
before the start of the 2010-2011
season this fall.

“The Primera Division clubs have
decided to initiate a debate aimed at
creating new rules of organization
and development exclusively for the
Primera Division which will allow it
to compete in the same conditions
as the big European leagues, where
the Primera and Segunda Divisions
are separated,” an LFP statement
said. “The new system of organiza-
tion and development will allow a
much more attractive and better-
run competition.”

While the statement also said
mechanisms would be established to
control club’s finances, most observ-
ers acknowledge that this proposed
agreement isn’t so much about re-
structuring Spanish football but
about distributing television reve-
nue.

Unlike the top leagues in Eng-
land, France, Germany and Italy,
which sell their broadcast rights
collectively, Spanish football allows
teams to negotiate television deals

individually. By bargaining sepa-
rately, Barcelona and Real Ma-
drid—the country’s strongest
teams—collect roughly half of the
€520 million ($ 665 million) a year
that the league generates from
broadcasters. The rest of the coun-
try’s professional clubs, many of
which are in dire financial trouble,
are left to fight for the remainder.

That situation has created a gulf
between Spain’s elite teams, under-
scored by current standings: Barça
is in first with 96 points, with Real
second at 95. Valencia is in third, 28
points adrift and closer to 15th-
place Zaragoza than the top two.
Assuming both Real and Barcelona
win their final games this weekend,
the gap over the third-place team
will be the largest since 1928.

“There is an imbalance at the top
of the Spanish league with Real Ma-
drid and Barcelona possessing all
the hype and all the money,” said
Alex Fynn, a football consultant who
advised the English Football Associ-
ation over the creation of the Pre-
mier League.

In an effort to redress that im-

balance, 27 of Spain’s top-42 teams
reached an agreement of their own
at the LFP’s general assembly this
week, asking the Spanish govern-
ment to regulate the sale of televi-
sion rights and introduce legislation
forcing clubs to negotiate broadcast
deals collectively, said Carlos Cam-
pos, the league’s general secretary.

Yet the clubs behind the push for
a breakaway league are likely to re-
sist any attempt to create a more
equitable distribution of television
revenue. Barcelona director Joan Ol-
iver says the club is “radically” op-
posed to any attempt to alter its
business model—a structure that
has seen Spain’s top two clubs be-
come the richest in the world, ac-
cording to accounting firm Deloitte
LP’s annual review of football fi-
nances.

The current impasse has raised
the prospect of Spain’s poorer
teams going on an unprecedented
strike, leaving the Primera and Se-
gunda divisions with eight teams
each next season. Although the
players union staged a walkout in
1984, football clubs themselves have

never gone on strike.
Without the money earned from

the sale of broadcast rights—both
Barcelona and Real Madrid are mid-
way through seven-year deals with
the Spanish broadcaster Mediapro-
duccion SL valued at roughly €1 bil-
lion each—the two clubs would fall
behind Manchester United in Delo-
itte’s rankings.

“The benefit to Real and Barce-
lona is so huge they will not negoti-
ate collective rights,” says Guillem
Balague, a Spanish football analyst.
“It is very difficult to convince them
and the domestic league is affected
by it. As long as they have individ-
ual rights they are very strong in
Europe.”

But Mr. Fynn believes the coun-
try’s elite clubs will eventually be
forced to adopt a fairer system.
“The current system is unfair and
unwise,” he said. “You cannot mea-
sure a country’s football strength by
two clubs. Spanish football, and by
extension the Spanish national
team, would be stronger with a
more equitable distribution of tele-
vision money.”

BY JONATHAN CLEGG

Barcelona defender Lionel Messi vies for the ball with Real Madrid’s Raul Albio of Real Madrid on April 10.
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Businesses back England’s World Cup bid
LONDON—England’s bid to stage

the football World Cup in 2018 has
been welcomed by the leaders of
some of Britain’s biggest companies.

In a letter to The Wall Street
Journal, 34 of the country’s top
businessmen have publicly backed
the bid to stage the tournament,
which, according to some estimates,
could boost the British economy by
more than £3 billion ($4.5 billion).

England’s efforts to stage the
World Cup are set to advance Friday
when David Beckham presents world
football’s governing body, the Fé-
dération Internationale de Football
Association, with the country’s offi-
cial bid book—a 1,752-page docu-
ment outlining the precise details of

its plans to host the tournament.
The backing from leading figures

such as Willie Walsh, chief executive
of British Airways PLC, Sam Laid-
law, chief executive of U.K. utility

Centrica PLC, and Vittorio Collao,
chief executive of mobile operator
Vodafone Group PLC, gives a timely
boost to England’s ambitions to
stage the World Cup, winning over a
rival bid from Russia and joint bids

by Spain and Portugal as well as the
Netherlands and Belgium.

The letter was also signed by ex-
ecutives and managing directors
from companies including marketing
giant WPP PLC, Jaguar-Land Rover,
U.K. grocer William Morrison Super-
markets PLC, as well as Alan Sugar,
technology entrepreneur, Martin
Whitmarsh, team principal of the
McLaren Formula One team, and
Goldman Sachs’s head of global
economic research, Jim O’Neill.

The commercial and business as-
pects of England’s bid are seen as
key strengths and the letter high-
lights that the country’s stadiums
and infrastructure would make the
it a safe commercial bet for FIFA
following World Cups in South Af-
rica and Brazil.

“We have one of the most so-
phisticated and experienced spon-
sorship and hospitality markets any-
where in the world,” the letter says.
“While our media infrastructure and
time zone provides unparalleled glo-
bal exposure, maximization of rights
value and activation opportunities
for partners.” It also highlights a re-
port by auditing firm Pricewater-
houseCoopers, which estimates that
the World Cup would generate a net
economic impact of £3.2 billion to
the British economy, as well as cre-
ating “additional revenue and jobs
in the run-up and beyond.”

England 2018 hopes to receive
another boost when Princes William
and Harry host a reception for
FIFA’s executive committee during
this summer’s World Cup.

BY JONATHAN CLEGG

Commercial and business
aspects of England’s bid are
seen as key strengths.
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Miss France pageant takes ugly turn
Longtime organizer, fed up with new risqué format, sparks feud with her plans to create a rival competition

PARIS—For over half a century
the Miss France beauty pageant was
a bastion of French dignity and chic.
Now things are getting ugly.

Miss France’s organizer Genev-
iève de Fontenay has broken with
television-production company En-
demol NV, saying that the introduc-
tion of bikinis and leaked porno-
graphic pictures has turned the
pageant raunchy. She is organizing
a rival pageant in an effort to re-
store respectability to the competi-
tion.

“Miss France was an image that
symbolized a good upbringing and
intelligence,” Ms. de Fontenay said
recently on French television. “Not
a self-exhibiting slut.”

Last month, the conflict between
Ms. de Fontenay and Endemol came
to a head, and the production com-
pany fired off an email to the local
organizations, asking them to pick
sides.

On Monday, both sides claimed
victory. Endemol said 17 of 32 re-
gions were on its side, but Xavier de
Fontenay, Ms. de Fontenay son, said
his mother had a majority.

Endemol, which is partly owned
by Italian Prime Minister Silvio Ber-
lusconi’s Mediaset SpA, also said
that it will sue Ms. de Fontenay for
breaking a noncompetition clause in
her contract if she follows through
with plans for her own pageant. A
Mediaset spokeswoman declined to
comment on the results of the re-
gional poll, while Ms. de Fontenay
didn’t respond to requests for com-
ment.

The 77-year-old Ms. de Fontenay
has presided over the Miss France
contest since 1954, becoming inex-
tricably linked with the event.
Known as “the lady in the hat,” she
is renowned for never appearing in
public without a black-and-white
headpiece and a thick smearing of
scarlet lipstick.

In 2002, she sold the Miss
France brand to Endemol, the com-
pany behind international reality TV
hits such as Big Brother and Ex-
treme Makeover, for several million
euros. She stayed on as a consultant
and hostess for the national tele-
vised event, organizing contests
from Lille, in the industrial north, to
Nice, on the Mediterranean coast.

Under Ms. de Fontenay’s owner-
ship, the shows were a relatively
dignified affair featuring presenta-
tions—in evening wear, regional
costumes and one-piece swimsuits.

Contestants had to wear their hair
tied up in a bun.

Now, the two-hour show features
more music and dance perfor-
mances. The contestants wear
skimpy bikinis and let their tousled
locks flow. Despite the racier for-
mat, audience levels for the show
have fallen to 7.9 million from 9.3
million viewers in the past five
years, according to Mediametrie, a
French company that measures TV
ratings.

“The contestants have become
showgirls in a musical rather than
ambassadors for their regions,” says
Dominique Vilain-Allard, a delegate
who organizes local beauty contests
in the northern France pageant re-
gion Artois-Hainaut.

Part of the problem is that real-
ity TV has turned the Miss France
pageant into an audition for future

TV roles. Elodie Gossuin, Miss
France 2001, was a finalist in a
2004 reality TV show and is now a
small-screen presenter. Ms. Gossuin
signed on to the reality TV show to
get a media exposure that is differ-
ent from a beauty pageant.

“It was an opportunity I couldn’t
refuse,” says Ms. Gossuin, who re-
mains a loyal beauty-queen recruiter
for Ms. de Fontenay.

Lately, Miss France has been
plagued by scandal. In 2007, less
than two weeks after Valérie Bègue
was crowned Miss France, a maga-
zine published erotic photos of her
taken before the pageant—a viola-
tion of Miss France rules.

Scantily clad, Ms. Begue ap-
peared licking the contents of a yo-
gurt pot and floating in a pool on a
wooden crucifix. Ms. de Fontenay
called for her to step down and,

though she kept her title, she was
barred from representing France in
the Miss Universe and Miss World
contests.

Last December, Miss Paris, Kelly
Bochenko, was stripped of her
crown three weeks after participat-
ing in a Miss France pageant when
risqué photos of her naked and her
legs akimbo appeared in a maga-
zine. The following month, Ms. Bo-
chenko was cast in one of Endemol’s
most successful reality shows, Ce-
lebrity Farm, where minor celebri-
ties work with animals on an Afri-
can ranch.

Ms. Bochenko’s new gig proved
the tipping point for Ms. de Fon-
tenay, according to her son, who
headed the Miss France company
for nearly 30 years under her own-
ership.

In February, she filed a com-

plaint with a French employment
tribunal claiming that she felt un-
able to fulfill her contract as a con-
sultant with Endemol. A hearing is
scheduled for October.

Mr. de Fontenay said he is in
constant contact with his mother,
and that he could help her on her
new, rival pageant. “There certainly
won’t be any bikinis,” he said of the
new contest.

Nothing less than the image of
France is at stake, according to Ms.
de Fontenay’s court of loyal pageant
organizers. “When a Miss France ar-
rives in a French village, it’s like a
presidential visit,” says François
Kathia Schlosser, who runs the Al-
sace pageant in eastern France.
“People expect a nice girl, not some-
thing out of Playboy.”

—Margherita Stancati in Rome
contributed to this article.

BY CHRISTINA PASSARIELLO
AND MAX COLCHESTER

Geneviève de Fontenay, left, with Malika Menard as she is crowned Miss France 2010 in Nice in December. Ms. de Fontenay is now organizing a rival pageant.
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Embattled Spanish judge seeks leave of absence
MADRID—The high-profile Span-

ish judge who indicted Augusto Pi-
nochet and Osama bin Laden is
seeking to take a leave of absence as
he awaits trial on charges of abuse
of authority in a domestic case, a
court official said Tuesday.

Judge Baltasar Garzón has ac-
cepted an offer for a seven-month
assignment as an adviser at the In-
ternational Criminal Court in The
Hague, said the official at the Na-
tional Court, where Mr. Garzón
works.

Mr. Garzón, 54 years old, isn’t

resigning, and his departure won’t
affect the case against him in Spain
for having launched a probe of
Spanish Civil War atrocities that
were covered by an amnesty, the of-
ficial said on condition of anonymity
in line with court policy.

Mr. Garzón denies any wrongdo-
ing and says the probe was legiti-
mate. If convicted, he faces removal
from the National Court for up to 20
years.

The transfer is a way to dodge
the almost certain suspension that
Mr. Garzón would face once his trial
starts some time over the next few
months.

Mr. Garzón received a job offer
at the International Criminal Court
from Luis Moreno-Ocampo, an Ar-
gentine who is its chief prosecutor,
the official said.

A Spanish judicial oversight
board has to decide whether to
grant Mr. Garzón the leave of ab-
sence.

Mr. Garzón was indicted last
month by a Supreme Court judge on
charges he knowingly overstepped
the bounds of his jurisdiction by
launching in 2008 a probe of the ex-
ecution or disappearance of more
than 100,000 civilians at the hands
of supporters of Gen. Francisco

Franco during the 1936-39 war and
in the early years of the Franco dic-
tatorship.

The Association for the Recovery
of Historical Memory, a group that
backed Mr. Garzón in his efforts to
probe atrocities, said the judge has
been reduced to “a political refugee
in The Hague.”

The association said his depar-
ture is probably part of a deal to
spare Mr. Garzón from actually go-
ing on trial.

Mr. Garzón also is under investi-
gation in two other cases: one in-
volving money that a Spanish bank
paid to sponsor human-rights semi-

nars he gave while on sabbatical in
New York a few years ago, and an-
other in connection with jailhouse
wiretaps he ordered as part of a
corruption probe.

The judge has been assigned to
the National Court since 1988, and
earned a reputation as a tireless
sleuth as he took on big cases rang-
ing from corruption and drug traf-
ficking to human-rights abuses dur-
ing Latin American dictatorship and
Islamic terrorism, including the
prosecution of a Spain-based cell
charged with helping prepare the
Sept. 11, 2001, attacks in the United
States.

Associated Press
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C-SUITE: HEALTH

Scientists dispute
the ‘Mozart effect’

LONDON—Listening to Wolf-
gang Amadeus Mozart might
make you feel good, but don’t ex-
pect his music to make you
smarter.

The belief that listening to the
famous Austrian composer from
an early age will boost a person’s
intelligence, also known as the
“Mozart effect,” took off following
a 1993 study by American psychol-
ogist Frances Rauscher. The study
was widely interpreted as credit-
ing Mozart’s music with the abil-
ity to make people smarter.

But researchers at the Univer-
sity of Vienna have found that
Mozart’s music doesn’t really have
any significant effect on improv-
ing people’s IQs. By dissecting 39
international studies conducted on
3,000 individuals over the last 16
years, lead researcher Jakob Pi-
etschnig and his team at the fac-
ulty of psychology discovered that
“listening to Mozart has a very
small effect” on mental abilities.

“The effect after listening to
Mozart did not differ in size from
effects after listening to any other
kind of music like Bach,
Beethoven or Pearl Jam,” Mr. Pi-
etschnig said.

Prof. Rauscher’s study was met
with skepticism among the scien-
tific community from the very
start, because experts were unable
to replicate research that found
that listening to 10 minutes of the
music of the famous composer
would improve student’s perform-
ance in mental tests right away.

But the study didn’t make any
such claims in the first place, says
Prof. Rauscher, who now works at
the University of Wisconsin Osh-
kosh. Newspaper headlines were
partly to blame, she says. “I think
the newspaper headlines, such as
‘Mozart makes the brain hum’
caught people’s attention,” she
says, referring to a New York
Times article. “Unfortunately,
many of these articles did not
specify that the effect was for
spatial-temporal tasks only until
well into the article.”

The study nevertheless kicked
off a mini industry. Many busi-
nesses, including Walt Disney Co.
with its Baby Mozart DVDs, used
the idea to market their products,
further fueling the myth.

What makes the idea of the
Mozart effect to attractive, is that
it promises an easy solution to an
issue many parents worry about,
says Mr. Pietschnig. “These are

things people want to believe in,”
he says. “It’s like a magic bullet
which you put in your child and it
makes him more intelligent.”

But Prof. Rauscher says she
didn’t pick Mozart at random.
“We chose Mozart for several rea-
sons, including that his music con-
tains strong symmetry. There are
multiple motives in the music that
repeat mathematically,” she says.
“This is particularly the case for
the first movement of his Sonata
for 2 pianos K. 448, which we
used in the original 1993 study.”

Yet it’s not only Mozart whose
music we should credit with en-
hancing cognitive skills, says Prof.
Rauscher, who doesn’t have chil-
dren to play Mozart to but has a
parrot who prefers Led Zeppelin.
“Any other music, including pop
or rock, that has similar qualities
would be equally likely to induce
these effects—as long as the lis-
tener enjoys the music. I person-
ally cannot listen to anything
while I am working, although I
know this is not the case for many
people,” she says.

In any case, Prof. Rauchner be-
lieves people should be more
aware of the benefits of listening
to music. “The link between music
and learning is very important.
Our studies consistently find that
children who learn to play a musi-
cal instrument at an early age
score higher on spatial and arith-
metic tasks,” she says.

And as for listening for Mo-
zart, Mr. Pietschnig, the sceptic,
encourages people to do so: “I re-
ally like Mozart’s music. I think
people should listen to his music
but I don’t think it’s right for peo-
ple to get their hopes up thinking
they will be more intelligent
somehow.”

BY JAVIER ESPINOZA

Mozart’s music had been credited with improving cognitive capabilities.

Getty Images

The survival of the fibbest
Researchers examine how a child’s lie is different from an adult’s

Your child tells you he didn’t
eat a cookie despite the tell-tale
crumbs all over his mouth. You
call your boss to say you’re taking
“a sick day,” feigning a cough
while on the phone. You’re both
lying, but is it the same?

Whether we’re 2 years old or
62, our reasons for lying are
mostly the same: to get out of
trouble, for personal gain and to
make ourselves look better in the
eyes of others. But a growing
body of research is raising ques-
tions about how a child’s lie is dif-
ferent from an adult’s lie, and how
the way we deceive changes.

Developmental psychologists
are trying to understand lying
through behavior. Neuroscientists
are tracking which regions of the
brain are activated when we spin
lies. Their results could shed light
on issues from why a tween lies to
your face about breaking a vase to
whether young children can be
trusted to give eye-witness testi-
mony in court. One intriguing new
study suggests that lying may
spring from a completely different
part of the brain in children com-
pared with adults.

What has become clear from
studies including the work of
Kang Lee, a professor at the Uni-
versity of Toronto and director of
the Institute of Child Study, is
that lying is a sign of normal mat-
uration. Parents and teachers who
catch their children lying “should
not be alarmed—and their chil-
dren are not going to turn out to
be pathological liars,” says Dr.
Lee, who has spent the last 15
years studying how lying changes
as kids get older, why some peo-
ple lie more than others as well as
which factors can reduce lying.
“The fact that their children tell
lies is a sign that they have
reached a new developmental
milestone.”

Dr. Lee and Victoria Talwar, a
colleague he often collaborates
with at McGill University, con-

ducted a series of studies in which
they bring children into a lab with
hidden cameras. Children and
young adults age 2 to 17 are en-
ticed to lie by being told not to
peek at a toy—often a plush pur-
ple Barney dinosaur—that is put
behind the child’s back. The test
giver then leaves the room for one
minute, ostensibly to answer a
phone call, giving the child ample
time to peek at the toy. Whether
or not the child sneaks a look is
caught on tape. For young kids,
the temptation to cheat is “tre-
mendous” and 90% peek in these
experiments. Even adolescents
and adults are tempted in similar
situations, says Dr. Lee.

When the test giver returns to
the room, the child is asked if he
or she peeked. At age 2, about a
quarter of children will lie and say
they didn’t. By 3, half of kids will
lie, and by 4, that figure is 90%,
studies show.

This trend continues until kids
are about 15. By that age, nearly
everyone who cheated in the ex-
periment will lie about it. The
good news: The number of liars
begins to decline beyond this age.
By 17, the percentage that lies
drops to about 70%.

Researchers have also exam-
ined why some kids lie more than
others, and have found that it
isn’t related to better moral val-
ues or religious upbringing.
Rather, it’s kids with better cogni-
tive abilities who lie more. That’s
because to lie you also have to
keep the truth in mind, which in-
volves multiple brain processes,
such as integrating several
sources of information and manip-
ulating that information, accord-
ing to Shawn Christ, a neuropsy-
chologist at the University of
Missouri-Columbia.

The ability to lie—and lie suc-
cessfully—is thought to be related
to development of brain regions
that allow so-called “executive
functioning,” or higher order
thinking and reasoning abilities.
Kids who perform better on tests

that involve executive functioning
also lie more.

When it comes to covering up
their lies up, studies show that
kids learn quite young that they
need to disguise their lying, and
very quickly adopt truthful-look-
ing behaviors—like not looking
away when questioned. Dr. Tal-
war’s work has shown that it’s
hard even for a young child’s own
parent to detect when the child is
lying just by looking at the child’s
behaviors. But young kids often
give themselves away verbally, ac-
cording to recent research by Drs.
Lee and Talwar. Kids may say they
didn’t peek at the Barney doll, but
when the experimenter asks,
“What do you think the toy is?”
the children blurt out, “Barney.”
When asked how they knew, many
children then confess.

Starting around five, children
begin to understand that such an
answer gives their deception
away, so they pretend to guess or
come up with better reasons for
why they knew the answer. Even
so, the logic may be flawed. Dr.
Lee recounted how one little girl
asked to place her hand under-
neath a blanket that was over the
toy before she answered the ques-
tion. After feeling the toy but not
seeing it, she said, “It feels purple,
so it’s Barney!” By seven, the ma-
jority of kids can conceal their ly-
ing and cheating very well. “The
time to catch a liar is before eight
years of age,” says Dr. Lee.

So what’s a parent to do after
that? Some studies suggest there
is no long-term effect of parenting
on lying behavior, but the work of
Dr. Talwar and her colleague An-
gela Crossman at the John Jay
College at the City College of New
York shows that a certain type of
parenting style seems to discour-
age lying. They suggest parents
discuss why there are rules
against lying. Also, parents who
point out when kids lie—and also
acknowledge when children come
clean—can foster more truth-tell-
ing, says Dr. Talwar.

BY SHIRLEY S. WANG

THE MOTIVE

THE MOTIVE

Adults lie for “self-preservation”
purposes, but also to be polite and
make others feel better (“No, the roast
wasn’t dry at all”).

REPEAT OFFENDING

REPEAT OFFENDING

GETTING AWAYWITH IT

GETTING AWAYWITH IT

A TOUGH HABIT TO KICK

A TOUGH HABIT TO KICK

Starting as young as 2, children lie to
get out of trouble (“I didn’t break it”)
and to get what they want (“Mommy
lets me drink Coke”).

In experiments, about 25% of 2 year olds
will lie about something they did that
waswrong.By age 15, nearly all of them
will lie to cover a wrong.

Even at 5 or 6, kids learn to hide
behavioral cues, like breaking eye
contact, which might reveal that
they’re lying.

Cognitively advanced kids lie more
frequently. Religion and moral
teachings, like being exposed to moral
stories, don’t appear linked
to frequency of lying.

By age 17, 70% of teens will lie
about a transgression. Lying
appears to decrease in adulthood.

Since telling a lie involves multiple
brain processes, the more developed
frontal regions of adolescent and
adult brains help them keep up their
bluffing.

Many adults don’t even notice when
they lie because they do it so often for
altruistic purposes and may stop
making a distinction between that and
other motives.

ON THE CHART

112
became the phone number
for emergency services

across the European Union in
2008, often alongside

national numbers. Yet 67% of
EU citizens don't know what
emergency number to dial

from another member state.

Source: European Commission survey
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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 377.00 6.50 1.75% 720.50 333.75
Soybeans (cents/bu.) CBOT 966.00 5.00 0.52 1,550.00 821.25
Wheat (cents/bu.) CBOT 493.25 0.50 0.10 1,113.50 460.50
Live cattle (cents/lb.) CME 96.800 0.100 0.10 97.200 83.075
Cocoa ($/ton) ICE-US 2,951 -126 -4.09% 3,515 2,066
Coffee (cents/lb.) ICE-US 136.15 2.00 1.49 180.00 120.10
Sugar (cents/lb.) ICE-US 13.91 -0.27 -1.90 25.03 11.89
Cotton (cents/lb.) ICE-US 80.53 -0.51 -0.63 100.00 51.72
Crude palm oil (ringgit/ton) MDEX 2,505.00 -24 -0.95 3,050 1,503
Cocoa (pounds/ton) LIFFE 2,273 -80 -3.40 2,430 1,585
Robusta coffee ($/ton) LIFFE 1,398 13 0.94 1,618 1,248

Copper (cents/lb.) COMEX 320.65 -2.15 -0.67 369.10 151.00
Gold ($/troy oz.) COMEX 1220.30 19.50 1.62 1,230.00 532.00
Silver (cents/troy oz.) COMEX 1929.40 74.20 4.00 2,154.00 760.00
Aluminum ($/ton) LME 2,056.00 -82.00 -3.84 2,481.50 1,399.50
Tin ($/ton) LME 17,450.00 -500.00 -2.79 19,175.00 12,320.00
Copper ($/ton) LME 6,910.00 -294.00 -4.08 7,970.00 4,322.00
Lead ($/ton) LME 1,995.00 -125.00 -5.90 2,615.00 1,385.50
Zinc ($/ton) LME 2,043.00 -112.00 -5.20 2,659.00 1,443.00
Nickel ($/ton) LME 22,150 -1,100 -4.73 27,590 12,150

Crude oil ($/bbl.) NYMEX 76.37 -0.43 -0.56 142.00 50.66
Heating oil ($/gal.) NYMEX 2.1401 0.0199 0.94 3.6100 1.3825
RBOB gasoline ($/gal.) NYMEX 2.1952 0.0226 1.04 2.4411 1.5130
Natural gas ($/mmBtu) NYMEX 4.225 -0.046 -1.08 10.720 3.971
Brent crude ($/bbl.) ICE-EU 81.65 0.42 0.52 108.79 65.93
Gas oil ($/ton) ICE-EU 682.00 6.25 0.92 1,268.00 472.75

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

Currencies London close on May 11
Per In

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

Argentina peso-a 4.9373 0.2025 3.8910 0.2570
Brazil real 2.2622 0.4420 1.7828 0.5609
Canada dollar 1.2978 0.7705 1.0228 0.9777

1-mo. forward 1.2979 0.7705 1.0228 0.9777
3-mos. forward 1.2981 0.7704 1.0230 0.9775
6-mos. forward 1.2995 0.7695 1.0242 0.9764

Chile peso 673.69 0.001484 530.93 0.001884
Colombia peso 2514.26 0.0003977 1981.45 0.0005047
Ecuador US dollar-f 1.2689 0.7881 1 1
Mexico peso-a 15.9138 0.0628 12.5414 0.0797
Peru sol 3.6132 0.2768 2.8475 0.3512
Uruguay peso-e 24.744 0.0404 19.500 0.0513
U.S. dollar 1.2689 0.7881 1 1
Venezuela bolivar 5.45 0.183504 4.29 0.232848

ASIA-PACIFIC
Australia dollar 1.4158 0.7063 1.1158 0.8963
China yuan 8.6657 0.1154 6.8293 0.1464
Hong Kong dollar 9.8724 0.1013 7.7803 0.1285
India rupee 57.3860 0.0174 45.2250 0.0221
Indonesia rupiah 11541 0.0000866 9095 0.0001100
Japan yen 117.63 0.008501 92.71 0.010787

1-mo. forward 117.60 0.008504 92.68 0.010790
3-mos. forward 117.51 0.008510 92.61 0.010798
6-mos. forward 117.32 0.008523 92.46 0.010815

Malaysia ringgit-c 4.0678 0.2458 3.2058 0.3119
New Zealand dollar 1.7673 0.5658 1.3928 0.7180
Pakistan rupee 106.486 0.0094 83.920 0.0119
Philippines peso 57.113 0.0175 45.010 0.0222
Singapore dollar 1.7548 0.5699 1.3829 0.7231
South Korea won 1439.88 0.0006945 1134.75 0.0008813
Taiwan dollar 40.161 0.02490 31.650 0.03160
Thailand baht 41.005 0.02439 32.315 0.03095

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

Euro zone euro 1 1 0.7881 1.2689
1-mo. forward 0.9998 1.0002 0.7880 1.2691
3-mos. forward 0.9995 1.0005 0.7877 1.2696
6-mos. forward 0.9990 1.0010 0.7873 1.2702

Czech Rep. koruna-b 25.486 0.0392 20.086 0.0498
Denmark krone 7.4417 0.1344 5.8647 0.1705
Hungary forint 275.22 0.003633 216.90 0.004610
Norway krone 7.8395 0.1276 6.1782 0.1619
Poland zloty 4.0173 0.2489 3.1660 0.3159
Russia ruble-d 38.318 0.02610 30.198 0.03312
Sweden krona 9.6796 0.1033 7.6284 0.1311
Switzerland franc 1.4068 0.7108 1.1087 0.9020

1-mo. forward 1.4058 0.7113 1.1079 0.9026
3-mos. forward 1.4039 0.7123 1.1064 0.9038
6-mos. forward 1.4009 0.7138 1.1040 0.9058

Turkey lira 1.9495 0.5129 1.5364 0.6509
U.K. pound 0.8534 1.1717 0.6726 1.4868

1-mo. forward 0.8535 1.1716 0.6727 1.4867
3-mos. forward 0.8536 1.1715 0.6727 1.4865
6-mos. forward 0.8538 1.1713 0.6728 1.4862

MIDDLE EAST/AFRICA
Bahrain dinar 0.4784 2.0905 0.3770 2.6526
Egypt pound-a 7.1096 0.1407 5.6030 0.1785
Israel shekel 4.7736 0.2095 3.7620 0.2658
Jordan dinar 0.8993 1.1119 0.7088 1.4109
Kuwait dinar 0.3678 2.7188 0.2899 3.4499
Lebanon pound 1903.98 0.0005252 1500.50 0.0006665
Saudi Arabia riyal 4.7587 0.2101 3.7503 0.2666
South Africa rand 9.5938 0.1042 7.5607 0.1323
United Arab dirham 4.6607 0.2146 3.6730 0.2723

SDR -f 0.8549 1.1697 0.6737 1.4842

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

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

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

23 EUROPE Stoxx Europe 600 252.93 -1.21 -0.48% -0.1% 22.7%

14 Stoxx Europe 50 2484.01 -14.39 -0.58 -3.7 18.8

27 Euro Zone Euro Stoxx 260.30 -2.19 -0.83 -5.3 15.5

13 Euro Stoxx 50 2730.48 -28.41 -1.03 -7.9 12.6

16 Austria ATX 2486.58 -35.56 -1.41 -0.4 21.6

10 Belgium Bel-20 2483.53 -28.45 -1.13 -1.1 21.2

11 Czech Republic PX 1207.1 -25.7 -2.08 8.0 23.6

22 Denmark OMX Copenhagen 368.18 -1.51 -0.41 16.6 35.2

16 Finland OMX Helsinki 6647.49 -78.68 -1.17 3.0 17.9

15 France CAC-40 3693.20 -27.09 -0.73 -6.2 14.3

13 Germany DAX 6037.71 19.80 0.33% 1.3 24.4

... Hungary BUX 23254.28 -582.72 -2.44 9.6 64.8

21 Ireland ISEQ 3175.82 -41.45 -1.29 6.8 21.6

12 Italy FTSE MIB 20874.65 -96.56 -0.46 -10.2 2.6

19 Netherlands AEX 333.48 -1.76 -0.52 -0.6 30.6

12 Norway All-Shares 417.61 -1.99 -0.47 -0.6 26.7

17 Poland WIG 41453.12 -341.23 -0.82 3.7 37.4

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

13 Portugal PSI 20 7174.10 -161.23 -2.20 -15.2 1.9

... Russia RTSI 1420.54 50.63 3.70% -0.4 45.0

10 Spain IBEX 35 10008.6 -343.3 -3.32% -16.2 8.0

15 Sweden OMX Stockholm 312.10 -3.56 -1.13 4.2 29.3

16 Switzerland SMI 6509.00 27.05 0.42 -0.6 21.8

... Turkey ISE National 100 56461.72 13.72 0.02 6.9 70.9

13 U.K. FTSE 100 5334.21 -53.21 -0.99 -1.5 20.5

24 ASIA-PACIFIC DJ Asia-Pacific 122.28 -1.27 -1.03 -0.6 21.3

... Australia SPX/ASX 200 4547.99 -51.80 -1.13 -6.6 17.3

... China CBN 600 23520.08 -527.59 -2.19 -19.0 3.7

14 Hong Kong Hang Seng 20146.51 -280.13 -1.37 -7.9 17.4

19 India Sensex 17141.53 -189.02 -1.09 -1.9 41.0

... Japan Nikkei Stock Average 10411.10 -119.60 -1.14 -1.3 12.0

... Singapore Straits Times 2857.67 -22.81 -0.79 -1.4 31.2

11 South Korea Kospi 1670.24 -7.39 -0.44 -0.7 19.0

17 AMERICAS DJ Americas 310.55 2.57 0.83 4.7 32.8

... Brazil Bovespa 64911.99 -540.69 -0.83 -5.4 29.1

16 Mexico IPC 32154.70 -122.22 -0.38 0.1 35.7

*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 1.1158 1.6589 1.0064 0.1463 0.0369 0.1806 0.0120 0.2966 1.4158 0.1903 1.0909 ...

Canada 1.0228 1.5207 0.9225 0.1341 0.0339 0.1655 0.0110 0.2719 1.2978 0.1744 ... 0.9167

Denmark 5.8647 8.7196 5.2897 0.7688 0.1942 0.9492 0.0633 1.5589 7.4417 ... 5.7339 5.2562

Euro 0.7881 1.1717 0.7108 0.1033 0.0261 0.1276 0.0085 0.2095 ... 0.1344 0.7705 0.7063

Israel 3.7620 5.5933 3.3932 0.4932 0.1246 0.6089 0.0406 ... 4.7736 0.6415 3.6781 3.3717

Japan 92.7050 137.8338 83.6159 12.1527 3.0700 15.0052 ... 24.6425 117.6334 15.8074 90.6384 83.0869

Norway 6.1782 9.1857 5.5725 0.8099 0.2046 ... 0.0666 1.6423 7.8395 1.0535 6.0405 5.5372

Russia 30.1975 44.8976 27.2369 3.9586 ... 4.8878 0.3257 8.0270 38.3176 5.1491 29.5243 27.0645

Sweden 7.6284 11.3418 6.8804 ... 0.2526 1.2347 0.0823 2.0277 9.6796 1.3007 7.4583 6.8369

Switzerland 1.1087 1.6484 ... 0.1453 0.0367 0.1795 0.0120 0.2947 1.4068 0.1890 1.0840 0.9937

U.K. 0.6726 ... 0.6066 0.0882 0.0223 0.1089 0.0073 0.1788 0.8534 0.1147 0.6576 0.6028

U.S. ... 1.4868 0.9020 0.1311 0.0331 0.1619 0.0108 0.2658 1.2689 0.1705 0.9777 0.8963

Source: Thomson Reuters via WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of May 11, 2010

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.30% 20 ALL COUNTRY (AC) WORLD* 295.22 -4.61% -1.4% 31.1%

2.30 20 World (Developed Markets) 1,153.48 -4.67 -1.3 29.2

2.20 21 World ex-EMU 138.30 -3.90 1.2 31.7

2.20 21 World ex-UK 1,156.77 -4.46 -0.6 29.3

2.90 22 EAFE 1,469.54 -5.33 -7.0 23.9

2.00 18 Emerging Markets (EM) 967.23 -4.16 -2.2 45.9

3.30 16 EUROPE 88.13 7.07 -0.2 26.1

3.50 16 EMU 154.05 -9.59 -14.6 15.0

3.20 17 Europe ex-UK 95.04 7.75 -1.7 23.3

4.20 13 Europe Value 96.29 8.06 -3.2 22.1

2.40 19 Europe Growth 78.27 6.16 2.8 29.9

2.10 28 Europe Small Cap 170.05 6.50 8.2 43.1

2.00 13 EM Europe 297.24 4.07 6.7 55.7

3.30 14 UK 1,596.94 5.10 -0.7 26.6

2.60 24 Nordic Countries 150.51 7.20 10.4 36.3

1.60 13 Russia 699.11 1.63 -6.3 35.8

2.20 21 South Africa 714.15 3.35 1.0 27.6

2.50 19 AC ASIA PACIFIC EX-JAPAN 405.50 -3.33 -2.6 43.6

1.60 -433 Japan 588.04 1.33 3.5 12.9

2.00 18 China 60.82 2.73 -6.2 32.7

0.90 21 India 706.17 3.61 -0.1 58.4

1.20 13 Korea 477.30 1.75 -0.7 27.6

2.50 45 Taiwan 273.32 1.12 -7.6 23.0

1.70 22 US BROAD MARKET 1,297.71 -4.32 4.9 34.9

1.10 107 US Small Cap 1,855.38 -5.21 11.0 46.3

2.40 16 EM LATIN AMERICA 3,914.40 -6.28 -4.9 54.8

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

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

Dow Jones Indexes
Price-to-

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

2.10% Global TSM 2304.42 -0.17% 25.8%

1.85 18 Global Dow 1413.80 0.65% 28.3% 1905.50 -0.51 19.4

2.38 15 Global Titans 50 174.10 0.95 26.5 165.03 -0.22 17.7

2.71 14 Europe TSM 2371.94 -1.62 14.9

2.13 Developed Markets TSM 2238.25 -0.14 24.5

1.84 13 Emerging Markets TSM 4010.87 -0.45 40.0

3.04 19 Africa 50 899.40 0.08 34.5 724.44 -1.08 25.1

6.39 5 BRIC 50 468.90 0.87 41.5 567.31 -0.30 31.6

2.78 58 GCC 40 589.30 -0.35 20.6 476.25 -1.17 12.5

1.73 20 U.S. TSM 12068.10 0.87 31.2

3.02 31 Kuwait Titans 30 -c 203.50 0.09 -0.6

0.07 RusIndex Titans 10 -c 3366.70 -1.91 32.2 5348.38 -3.60 15.8

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

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

2.17% 12 Turkey Titans 20 -c 596.80 0.54% 86.7% 668.03 -0.01% 70.8%

4.50 14 Global Select Div -d 174.60 0.42 43.8 189.62 -0.75 33.7

5.15 15 Asia/Pacific Select Div -d 262.96 -0.97 39.3

3.94 15 U.S. Select Dividend -d 336.98 1.16 30.6

1.74 16 Islamic Market 1953.39 -0.05 24.8

1.98 15 Islamic Market 100 1884.00 1.12 27.5 2046.13 -0.05 18.6

3.57 13 Islamic Turkey -c 1579.30 0.31 59.5 3035.18 -0.25 45.9

2.43 14 Sustainability 886.30 0.44 29.3 949.58 -0.73 20.2

3.35 17 Brookfield Infrastructure 1630.10 1.77 36.9 1972.20 0.59 27.3

0.99 26 Luxury 1058.50 1.60 55.1 1138.81 0.42 44.2

2.00 10 UAE Select Index 261.39 -2.87 12.2

DJ-UBS Commodity 141.60 1.39 15.8 130.52 0.22 7.7

*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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Labour’s longest reign comes to end
Party will regroup in hopes of making a comeback, but it faces internal battle to develop and define new leadership

The longest reign in the British
Labour Party’s history ended Tues-
day, but the party may be hoping it
can mount a swift comeback should
a coalition government falter.

A likely hookup between the
Conservatives and Liberal Demo-
crats is fraught with big ideological
differences and tough choices in-
volving the country’s huge deficit.

“The economy is not so good and
any Tory-Lib Dem coalition may
prove too much of marriage of con-
venience,” said Prof. Mark Wickham-
Jones, in the department of politics
at Bristol University.

But as Labour regroups, it also
has problems of its own. When Gor-

don Brown, prime minister for less
than three years, tendered his resig-
nation to Queen Elizabeth II late
Tuesday, an already split Labour
was pitched into an internal leader-
ship battle, with no clear contender
to take over.

Labour’s “capacity to self-de-
struct shouldn’t be underestimated,”
said Prof. Wickham-Jones.

The party leaves office after 13
years that saw a monumental boom
and bust, leaving the next govern-
ment with the task of tackling the
debts accrued through both.

The party’s slide has been years
in the making—rooted in divisions
over the Iraq war, an internal split,
a deep recession and an electorate
restless for change.

Tuesday’s result marks the sun-
set of an era in British politics that
began in 1997, when Tony Blair and
Mr. Brown ushered in a movement
known as New Labour. They aimed
to use the pro-business, pro-markets
policies of the right to raise tax rev-
enue for reformed public services,
shedding many of the socialist prin-
ciples that had made Labour un-
electable for almost 20 years.

Aided by a booming financial
sector and debt-fueled consumer
and government spending, the U.K.
enjoyed an unprecedented period of
growth. But many of the factors that
set up the boom led to its bust,
when the U.K. became one of the
biggest victims of a credit crunch
that would plunge it into the longest

postwar recession.
Mr. Brown clawed back some re-

spect with a widely admired per-
formance in bailing out the coun-
try’s banks, and keeping
unemployment and home reposses-
sions low. But the effort was expen-
sive for the Treasury.

Labour notched many gains dur-
ing its 13-year tenure. Since 1997,
overall crime has fallen 36%, accord-
ing to the British Crime Survey.
There were improvements in some
public services, such as trimming
notoriously long waiting lists for
treatment at the country’s National
Health Service. In Northern Ireland,
Mr. Blair helped negotiate an end to
fighting between Catholics and Prot-
estants. In addition, London trans-

ferred powers to Northern Ireland,
Scotland and Wales in what was
widely seen as a success.

But such spending also meant
that Britain entered its recession
with debts.

In the 2010-11 fiscal year, the
U.K.’s public spending as a share of
gross domestic product is forecast
to be 48.1%, up from 39.9% in 1997.
Out of 28 comparable economies
surveyed by the Institute of Fiscal
Studies, the U.K. has moved from
having the 22nd-largest proportion
of GDP spent publicly in 1997 to
sixth-largest in 2010.

It now has the biggest budget
deficit of the major economies,
about 12% of GDP, a legacy the new
government will have to pay down.

BY ALISTAIR MACDONALD

May 1997: Labour's Tony Blair becomes U.K. prime
minister in landslide victory, ending 18 years of
Conservative rule.

April 1998: Mr. Blair helps broker historic peace
agreement in Northern Ireland.

June 2001: With the economy growing, Mr. Blair
re-elected by wide margins.

September 2001: Terrorists attack the U.S.; Mr. Blair
subsequently backs U.S. invasion of Afghanistan.

March 2003: Mr. Blair backs U.S.-led invasion of
Iraq, which quickly becomes a political liability for
Labour.

September 2004: Protesters storm Parliament in
opposition to Labour's proposed ban on fox
hunting.

May 2005: Mr. Blair re-elected again, but
Labour's majority in Parliament shrinks.

July 2005: Terrorist bombings of London's
transit system kill dozens.

June 2007: Facing low approval ratings and
internal party pressure, Mr. Blair resigns, handing
power to Gordon Brown.

High and low points of the Labour Party's 13-year reign

Tony Blair celebrates Labour’s election victory in 1997 A British airlift in Iraq, 2003 Gordon Brown announces his resignation
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Source: WSJ research

September 2007: Mortgage lender Northern
Rock requires rescue by Bank of England, in
harbinger of financial crisis.

October 2008: Mr. Brown unveils bailout of
several big U.K. banks, serving as a model for
U.S. and other government rescues.

April 2010: Mr. Brown asks the queen to
dissolve Parliament and call national elections.

BRITISH ELECTION

‘Triangle’ eased process
LONDON—A low-key army of civil

servants helped the U.K.’s main polit-
ical parties navigate through a murky
constitutional maze for which there
is no legal map as they jockeyed to
form a government in recent days.

This mass of bureaucrats is re-
sponsible for tasks that include ev-

erything from advising party negoti-
ators on constitutional issues—in a
country that doesn’t have a codified
written constitution—to making
sure that the queen is available
should the outgoing prime minister
need to resign, as Gordon Brown did
Tuesday, or an incoming leader re-
quire her formal blessing to form a
new government.

The task of keeping the queen in-
formed of the progress of negotia-
tions between parties in an election
like this one, where there was no
clear winner, falls to a triumvirate
of top officials known as “the golden
triangle.” It is led by cabinet secre-
tary Sir Gus O’Donnell, the country’s
top civil servant, who liaises with
the private secretaries for both the
queen and prime minister.

With no one party having se-
cured a majority of seats in Parlia-
ment, the leader of the Conserva-
tives, David Cameron, and of the
ruling Labour Party, Mr. Brown,
spent the past few days trying to
woo the third-largest group, the Lib-
eral Democrats, to form an alliance.

In the U.K., where such electoral

outcomes are rare and no written
laws exist to govern the process, the
civil service acts as traffic cop.

On Friday, as it became clear
that no party had won, Mr. Brown
asked Sir Gus, the cabinet secretary,
to provide support to the parties in-
volved in negotiations.

In recent days, teams of civil ser-
vants have been providing factual
information on policy proposals, ad-
vice on constitutional issues and lo-
gistical support for the meetings.
Talks between senior Conservative
and Liberal Democrat officials took
place at the Cabinet Office building,
which is home to the civil service
that coordinates policy and strategy
across government.

“They’re facilitating. They’re not
actively negotiating,” says Vernon
Bogdanor, a professor of govern-
ment at Oxford University, of the
role of civil servants. Unlike in the
U.S., British civil servants are non-
party political appointments and are
required to serve whatever govern-
ment is in place.

What happens in the event of a
U.K. hung Parliament is dictated by

constitutional convention. To clarify
procedures, Sir Gus in February
published a document pulling to-
gether conventions and practice for
the first time.

Rules had existed, but “they ex-
isted in the British way,” says Mr.
Bogdanor, who helped draft the man-
ual. “The establishment know what
they are, but most people don’t.”

The manual states that where no
party wins a majority, the incum-
bent prime minister gets first shot
at forming a government. If he re-
signs, Parliament then directs the
queen to name the successor, based

on the person best able to command
support within the lower house.

The civil service also plays a key
role in keeping the queen informed
of progress of discussions between
the parties.

As part of the golden triangle,
Sir Gus remains in close contact
with Christopher Geidt, the queen’s
private secretary and a former
United Nations adviser to the Bal-
kans. The third official is the perma-
nent secretary to the prime minis-
ter’s office, Jeremy Heywood, a
former banker and previously an ad-
viser to Tony Blair.

BY CASSELL BRYAN-LOW

Gordon Brown, right, with Sir Gus O’Donnell. in February.
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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 1.02 99.88% 0.01% 1.42 0.75 0.87

Eur. High Volatility: 13/1 1.40 98.10 0.01 1.92 1.11 1.25

Europe Crossover: 13/1 4.97 100.11 0.05 6.05 3.95 4.38

Asia ex-Japan IG: 13/1 1.07 99.67 0.01 1.48 0.87 1.00

Japan: 13/1 1.10 99.51 0.01 1.35 0.85 1.02

Note: Data as of May 10

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

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

Merger Arbitrage -1.02% -0.82% 2.3% 0.4% 6.1%

Event Driven -1.08 -0.93 3.0 1.7 13.7

Equity Long/Short -1.42 -0.99 4.6 3.6 9.5

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

Tracking
credit
markets �
dealmakers

Follow the markets
throughout the day with
updated stock quotes,
news and commentary at
WSJ.com.
Also, receive email alerts
that summarize the day’s
trading in Europe and Asia.
To sign up, go to
WSJ.com/Email
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Dow Jones Industrial Average P/E: 16
LAST: 10748.26 t 36.88, or 0.34%

YEAR TO DATE: s 320.21, or 3.1%

OVER 52 WEEKS s 2,279.15, or 26.9%

Note: Price-to-earnings ratios are for trailing 12 months
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Stoxx Europe 50: Tuesday's best and worst...

Previous
close, in STOCK PERFORMANCE

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

Nestle S.A. Switzerland Food Products 8,562,797 52.65 2.23% 4.9% 31.6%

Siemens Germany Diversified Industrials 5,680,050 74.99 2.03 16.8 45.6

Daimler AG Germany Automobiles 7,337,027 38.66 1.70 3.8 48.1

Bayer AG Germany Specialty Chemicals 7,298,052 47.44 1.02 -15.2 23.9

SAP AG Germany Software 5,572,638 35.65 0.55 8.0 21.6

Telefonica Spain Fixed Line Telecommunications 60,952,349 15.94 -7.33% -18.3 7.5

Banco Santander Spain Banks 99,066,958 9.18 -3.33 -20.5 27.4

Banco Bilbao Vizcaya Argentaria Spain Banks 66,750,769 9.50 -3.06 -25.4 9.7

ArcelorMittal France Iron & Steel 12,096,891 28.17 -2.78 -12.5 44.1

Iberdrola Spain Conventional Electricity 42,843,384 5.67 -2.74 -14.9 -6.5

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

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

ENI 49,591,655 16.56 0.55% -7.0% -4.1%
Italy (Integrated Oil & Gas)
Royal Dutch Shell A 9,288,523 22.15 0.50 5.0 22.7
U.K. (Integrated Oil & Gas)
Roche Holding 2,028,022 165.60 0.36 -5.8 17.4
Switzerland (Pharmaceuticals)
RWE AG 4,460,081 59.75 0.29 -12.1 1.6
Germany (Multiutilities)
Deutsche Telekom 27,178,938 8.82 0.20 -14.3 6.0
Germany (Mobile Telecommunications)
Unilever 7,497,801 22.84 0.20 0.4 33.5
Netherlands (Food Products)
British American Tobacco 4,550,799 2,071 0.12 2.7 22.1
U.K. (Tobacco)
Astrazeneca 3,436,852 2,852 0.05 -2.0 10.1
U.K. (Pharmaceuticals)
Assicurazioni Generali 12,302,415 15.68 -0.19 -16.7 -7.4
Italy (Full Line Insurance)
GlaxoSmithKline 7,099,673 1,185 -0.25 -10.2 12.4
U.K. (Pharmaceuticals)
UBS 19,049,062 16.45 -0.30 2.5 1.5
Switzerland (Banks)
E.ON AG 12,290,929 25.24 -0.32 -13.7 3.4
Germany (Multiutilities)
BASF SE 5,336,487 43.57 -0.40 0.2 48.1
Germany (Commodity Chemicals)
Novartis 6,380,084 53.75 -0.46 -4.9 25.2
Switzerland (Pharmaceuticals)
GDF Suez 6,270,353 25.73 -0.52 -15.0 -2.2
France (Multiutilities)
ABB Ltd. 10,416,509 20.53 -0.58 3.0 21.8
Switzerland (Industrial Machinery)
BP PLC 55,833,676 545.50 -0.67 -9.1 5.5
U.K. (Integrated Oil & Gas)
Sanofi-Aventis 5,505,125 51.27 -0.68 -6.9 16.9
France (Pharmaceuticals)
Diageo 5,010,518 1,087 -0.73 0.3 25.2
U.K. (Distillers & Vintners)
Total S.A. 10,797,563 39.94 -0.73 -11.3 -2.3
France (Integrated Oil & Gas)

Latest,
in local STOCK PERFORMANCE

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

Credit Suisse Group 8,848,868 47.89 -0.95% -6.5% 6.5%
Switzerland (Banks)
Allianz SE 4,127,062 82.23 -0.96 -5.6 8.8
Germany (Full Line Insurance)
Nokia 27,204,616 8.70 -1.14 -2.5 -15.4
Finland (Telecommunications Equipment)
Deutsche Bank 8,650,067 51.07 -1.20 3.3 25.8
Germany (Banks)
Barclays 74,791,412 325.40 -1.27 17.9 21.2
U.K. (Banks)
Tesco 21,441,749 415.20 -1.33 -3.0 17.8
U.K. (Food Retailers & Wholesalers)
France Telecom 12,537,809 15.92 -1.42 -8.7 -6.5
France (Fixed Line Telecommunications)
BG Group 6,982,866 1,054 -1.45 -6.1 -3.9
U.K. (Integrated Oil & Gas)
L.M. Ericsson Telephone Series B 16,181,643 78.20 -1.51 18.7 17.1
Sweden (Communications Technology)
HSBC Holdings 42,421,627 661.40 -1.52 -6.7 18.2
U.K. (Banks)
UniCredit 685,945,868 1.94 -1.52 -13.3 8.7
Italy (Banks)
Vodafone Group 101,949,044 136.85 -1.55 -4.8 10.8
U.K. (Mobile Telecommunications)
BHP Billiton 11,736,659 1,949 -1.74 -2.3 31.9
U.K. (General Mining)
AXA 18,474,873 14.15 -1.77 -14.4 12.0
France (Full Line Insurance)
ING Groep 46,589,719 6.75 -1.83 -2.2 12.6
Netherlands (Life Insurance)
Societe Generale 6,728,606 39.80 -1.98 -18.7 14.1
France (Banks)
Rio Tinto 8,045,432 3,296 -2.14 -2.8 42.4
U.K. (General Mining)
BNP Paribas 9,350,037 51.88 -2.32 -7.2 16.1
France (Banks)
Intesa Sanpaolo 271,396,936 2.34 -2.50 -25.6 -8.1
Italy (Banks)
Anglo American 6,580,469 2,678 -2.71 -1.2 72.2
U.K. (General Mining)

Sources: Thomson Reuters

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 28.70 $25.64 -0.03 -0.12%
Alcoa AA 35.70 12.13 -0.46 -3.65
AmExpress AXP 11.60 43.33 0.24 0.56
BankAm BAC 181.10 17.16 -0.14 -0.81
Boeing BA 6.20 71.42 0.42 0.59
Caterpillar CAT 7.00 66.07 -0.62 -0.93
Chevron CVX 10.70 79.70 -0.19 -0.24
CiscoSys CSCO 50.20 25.96 -0.17 -0.65
CocaCola KO 10.70 53.61 -0.43 -0.80
Disney DIS 18.00 35.76 0.47 1.33
DuPont DD 8.90 38.10 -0.14 -0.37
ExxonMobil XOM 27.60 64.46 -0.33 -0.51
GenElec GE 79.60 18.00 -0.04 -0.22
HewlettPk HPQ 16.30 48.42 -0.68 -1.38
HomeDpt HD 21.70 35.63 0.34 0.96
Intel INTC 99.50 22.28 -0.27 -1.20
IBM IBM 6.00 126.89 0.62 0.49
JPMorgChas JPM 48.80 41.55 -0.40 -0.95
JohnsJohns JNJ 10.00 64.67 -0.08 -0.12
KftFoods KFT 12.00 30.37 -0.15 -0.49
McDonalds MCD 6.30 70.48 -0.10 -0.14
Merck MRK 23.00 33.51 -0.74 -2.16
Microsoft MSFT 60.10 28.88 -0.06 -0.21
Pfizer PFE 51.00 17.01 0.01 0.06
ProctGamb PG 11.50 62.37 -0.05 -0.08
3M MMM 4.40 85.04 -0.93 -1.08
TravelersCos TRV 4.40 49.78 -0.31 -0.62
UnitedTech UTX 5.60 73.13 0.09 0.12
Verizon VZ 21.10 28.40 -0.21 -0.73

WalMart WMT 18.70 52.46 -0.12 -0.23

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

Hellenic Rep 583 –371 –144 219

NXP 974 –248 186 128

Bco Comercial Portugues 399 –169 26 219

Rep Portugal 265 –167 –19 114

Bco Espirito Santo 434 –164 39 242

Grohe Hldg 862 –158 157 –32

TUI 743 –151 52 90

Vedanta Res 445 –132 –3 –1

Codere Fin Luxembourg 687 –123 83 62

Wind Acquisition Fin 550 –111 30 37

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

Roche Hldg 42 –3 4 4

Cadbury Hldgs 29 –2 3 –2

Elisa 93 –2 3 2

Skandinaviska Enskilda
Banken 113 –2 8 12

Smiths Gp 81 –2 10 13

Lagardere Societes 186 –2 6 8

Kdom Norway 20 –2 2 2

Gallaher Group 44 –2 3 4

Rep Finland 28 –2 ... 5

Novartis 40 –1 1 1

Source: Markit Group

BLUE CHIPS � BONDS

Europe, Middle East & Africa: Bank revenues from equity capital markets

Behind every IPO,
follow-on or
convertible equity
offering is one or
more investment
banks. At right,
investment banks
historical and year-
to-date revenues
from global equity-
capital-market
(ECM) deals

Source: Dealogic
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BRITISH ELECTION

Tories face political, fiscal hurdles
Tackling the deficit tops the list; Conservatives and Lib Dems agree on some measures, but are far apart on others

The Conservative Party returned
to power after a 13-year absence to
find financial markets tumbling,
sterling weak and the U.K. sporting
the largest fiscal deficit in the 27-
member European Union at a time
of heightened angst about sovereign
debt.

Such a litany of woes would chal-
lenge any new government. But the
Tories will have the added wrinkle
of working on these key issues with
their new partners, the Liberal Dem-
ocrats, who don’t necessarily agree
on how to tackle the problems.

Both parties agree that the chief
task is rolling back the nation’s defi-
cit, forecast at 12% of gross domes-
tic product this year. David Cameron
has promised to move more quickly
than Labour or the Liberal Demo-
crats had planned to, but beyond
that he has provided scant details.
Indeed, the Institute for Fiscal Stud-
ies, a think tank, criticized all three
major parties for not offering
greater specificity on their deficit-
reduction plans.

That fuzziness, criticized during
the campaign, will now give both
parties some room for maneuver as
they seek to make tough decisions.
Many observers expect any plan will
require a painful combination of
spending cuts and tax increases and
almost certainly some reduction in
government services, despite
pledges to the contrary by both the
Tories and Liberal Democrats.

The Lib Dems said during the
campaign that all parties should
come together in a “Council for Fi-
nancial Stability” to hammer out the
right fiscal program.

But the Tories dismissed the
idea, and it is difficult to see why
Labour would sign up for such a
council.

Instead, the Conservatives and
the Lib Dems will have to tackle the
fiscal issues on their own. They are
expected to agree on various popu-

list measures, such as public-sector
pay caps, new taxes on banks, and a
higher tax exemption for low wage
earners.

But other issues, such as a busi-
ness tax cut or the pace of spending
cuts, may expose fissures.

Stakes for the government part-
nership are high. Austerity mea-
sures in Greece have been met with
strikes and riots. Similar unrest is
brewing in Spain and Portugal. The
euro zone has pledged nearly $1 tril-
lion to rescue struggling economies.

Dawdling isn’t a good option:
Ratings agencies have said the U.K.
risks losing its top-notch triple-A
credit rating if it doesn’t start tak-
ing concrete steps immediately to
solve its fiscal problems.

A credit downgrade would in-
crease borrowing costs, making the
budget arithmetic even more chal-
lenging.

In addition to the ratings agen-
cies, the market itself has become
acutely focused on sovereign-debt
issues. The intense gyrations in the
U.S. stock market late Thursday—in-
cluding a nearly 1,000-point drop on

the New York Stock Exchange that
was partially recouped—will make
skittish investors even more eager
to hear details on what the Tories
have to offer.

The Conservatives have prom-
ised a new budget in 50 days, but
they may need to act even more
quickly to mollify the markets.

“Right now, we’re in a perilous
situation,” said John Wraith, fixed-
income strategist at Bank of Amer-
ica Merrill Lynch in London. “If the
budget is too aggressive, that could
be dangerous. Equally, to delay is
also very dangerous.”

The Conservatives’ opening bid
is £6 billion ($8.9 billion) in savings
from the current budget. The Lib
Dems saw £15 billion in savings, but
only “if the timing is right” for such
cuts. Such savings represent just a

sliver of the U.K.’s £159 billion defi-
cit last year.

Mr. Wraith and others are look-
ing for additional indications that
the Conservatives and Lib Dems will
start to change the basic structure
of U.K. government spending. For
instance, the Conservatives have al-
ready pledged to bring forward an
increase in the state-pension retire-
ment age to as early as 2016 from
2026. Mr. Wraith would like to see
the government take even bolder ac-
tion to raise the state pension re-
tirement age.

The Conservatives and Lib Dems
also are expected to retain the re-
cently increased top tax rate, which
is at 50% of income, end certain tax
credits and child trust-fund pay-
ments for wealthier families, and
cap public-sector pensions above

certain levels.
But many observers say the To-

ries and Lib Dems will have to do
much more to persuade skeptics, in-
vestors and ratings agencies that
they can get the fiscal situation
back under control. Given the back-
drop of fiscal crises across the pe-
riphery of the euro zone, Mr. Cam-
eron may feel the heat sooner
rather than later.

“Attention has slipped away from
the U.K. during the election, but
that’s going to change,” says George
Buckley, economist at Deutsche
Bank in London. “People see how
things are panning out in the rest of
the world, and if those problems
persist, the focus on the U.K.’s own
problems will intensify.”

—David Enrich
contributed to this article.

BY DAVE KANSAS

Conservative Party officials are escorted by police and media after meeting with Liberal Democrat counterparts Tuesday.
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Cameron is new prime minister as Brown resigns
first time since 1997—but they re-
turn to Downing Street under far-
from-ideal circumstances.

The country faces problems that
include a massive budget deficit and
an economy that has been slow to
recover from the recession.

Mr. Cameron will have to tackle
those woes without the big parlia-
mentary majority he was long ex-
pected to have, but squandered in
the final weeks of a historic, topsy-
turvy campaign.

Instead, he faces the prospect of
a coalition government with the Lib-
eral Democrats. They may force the
Conservatives to concede key policy
ground on issues such as taxes and
electoral reform—despite the fact
that the Tories won five times more
parliamentary seats in Thursday’s
election.

Discussions were under way late
Tuesday that would also award cabi-
net posts in the government to the
Liberal Democrats.

For any coalition deal to be com-
pleted, the leadership of both par-
ties must still ask members of their
respective groups to back the deal.
And that may not be a certainty

Continued from first page given a huge gulf that divides them
on everything from managing the
economy to immigration and rela-
tions with Europe.

If the two sides don’t manage to
agree on the coalition, the Tories
can still go it alone in a minority ad-
ministration. But they would be de-
pendent on support from other par-
ties to pass legislation.

Either way, the Conservatives are
faced with keeping a government to-
gether as they try to push through
aggressive spending cuts to Britain’s
much-loved public services.

The new government must do
this without upending a fragile eco-
nomic recovery and must deal with
other issues, such as public anger if
progress isn’t seen in the unpopular
war in Afghanistan.

On Tuesday night, the Conserva-
tives and Liberal Democrats were
close to finalizing terms on a coali-
tion after an attempt by the newly
deposed Labour Party to seal a deal
with the Liberal Democrats failed.

The party’s last toss of the dice,
after 13 years in power, crashed
amid opposition from Labour Party
lawmakers and the realization that
any coallition, which would need the

help of other parties, would be too
fragile to survive.

After an emotional farewell
speech in front of his staff and sup-
porters outside No. 10 Downing St.,
Mr. Brown headed to Buckingham
Palace to tender his resignation,
ending a long career at the top of
British politics with the words
“thank you and goodbye.”

The Liberal Democrats’ leader-
ship was set to meet with party law-
makers and other senior officials
early Tuesday evening in London in
what could prove the last major hur-
dle to a coalition deal.

The Liberal Democrats need back-
ing from three-quarters of their law-
makers and their governing Federal
Executive.

Financial markets reacted posi-
tively to signals that a deal between
the Conservatives and the Liberal
Democrats seemed set to happen.

The pound surged on the news
with the euro sinking 0.7% to the
day’s low of £0.8514. Sterling spiked
by the same amount against the dol-
lar to the day’s high of $1.4915.

A day of frantic back-and-forth
meetings began with Tory impa-
tience about the lack of a conclusion
to power-sharing talks with the Lib-
eral Democrats that began Friday.

“The Liberals played us quite
smartly, kept us in the wings to keep
the Tories keen,” said Jim Fitz-
patrick, who until Tuesday evening
was a government minister. In a sign
of likely recrimination that could
hurt Labour, Mr. Fitzpatrick said his
party should never have tried to tor-
pedo the Liberal Democrat talks
with the Conservatives, given the
Tories had won the most seats

Thursday’s general election left
Mr. Cameron’s Conservatives as the
largest in Parliament, with 306
seats, compared with 258 for Mr.
Brown’s Labour party. A party needs
326 seats to form a majority govern-
ment.

Gordon Brown speaks to his children and wife outside 10 Downing St. Tuesday.
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For information about listing your funds, please contact: Justin Jones tel: +44 207 842 9674; email: justin.jones@dowjones.com
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Andfs. Espanya EU EQ AND 05/07 EUR 10.51 -24.4 -0.1 -19.4
Andfs. Estats Units US EQ AND 05/07 USD 14.66 -2.4 19.1 -12.4
Andfs. Europa EU EQ AND 05/07 EUR 6.66 -15.0 4.5 -17.9
Andfs. Franca EU EQ AND 05/07 EUR 8.28 -15.0 2.7 -18.9
Andfs. Japo JP EQ AND 05/10 JPY 517.13 1.2 13.0 -13.8
Andfs. Plus Dollars US BA AND 05/10 USD 9.45 0.1 12.8 -5.2
Andfs. RF Dolars US BD AND 05/10 USD 11.64 1.8 13.2 0.7
Andfs. RF Euros EU BD AND 05/10 EUR 10.96 1.3 18.2 0.4
Andorfons EU BD AND 05/10 EUR 14.70 1.4 20.4 -0.5
Andorfons Alternative Premium OT OT AND 03/31 EUR 99.81 0.8 7.6 -5.9
Andorfons Mix 30 EU BA AND 05/10 EUR 9.69 1.3 20.7 -6.2
Andorfons Mix 60 EU BA AND 05/07 EUR 8.97 -3.2 16.0 -14.0

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 04/30 USD 348664.78 27.0 138.3 21.3

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT OT LUX 05/11 EUR 9.37 2.2 -0.2 -2.3
DJE-Absolut P GL EQ LUX 05/10 EUR 206.26 0.7 16.1 -6.6
DJE-Alpha Glbl P EU BA LUX 05/10 EUR 174.48 -2.1 11.1 -5.6
DJE-Div& Substanz P GL EQ LUX 05/10 EUR 215.10 0.0 16.8 -4.1
DJE-Gold&Resourc P OT EQ LUX 05/11 EUR 191.34 12.3 31.7 0.9
DJE-Renten Glbl P EU BD LUX 05/11 EUR 135.83 4.0 10.3 5.6
LuxPro-Dragon I AS EQ LUX 05/11 EUR 150.37 -4.8 25.0 0.6
LuxPro-Dragon P AS EQ LUX 05/11 EUR 146.17 -5.0 24.4 0.2
LuxTopic-Aktien Europa EU EQ LUX 05/10 EUR 16.11 -9.0 9.3 -4.4
LuxTopic-Pacific AS EQ LUX 05/11 EUR 18.80 14.8 62.5 0.9

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

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

n HSBC TRINKAUS INVESTMENT MANAGERS SA
E-Mail: funds@hsbctrinkaus.lu Telephone: 352 - 47 18471
Prosperity Return Fund A JP BD LUX 05/10 JPY 10019.71 1.0 NS NS
Prosperity Return Fund B EU BD LUX 05/10 JPY 9460.40 -4.3 NS NS
Prosperity Return Fund C EU BD LUX 05/10 USD 91.80 -4.8 NS NS
Prosperity Return Fund D EU BD LUX 05/10 EUR 103.92 6.4 NS NS
Renaissance Hgh Grade Bd A JP BD LUX 05/10 JPY 9934.56 0.4 NS NS
Renaissance Hgh Grade Bd B EU BD LUX 05/10 JPY 9336.29 -5.3 NS NS
Renaissance Hgh Grade Bd C EU BD LUX 05/10 USD 90.00 -5.8 NS NS
Renaissance Hgh Grade Bd D EU BD LUX 05/10 EUR 101.89 4.7 NS NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 05/10 EUR 23.27 -4.3 10.3 -33.6
MP-TURKEY.SI OT OT SVN 05/07 EUR 38.30 10.3 56.8 1.1

n PAREX ASSET MANAGEMENT IPAS
Republikas square 2a, Riga, LV-1522, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Eastern Europ Bal OT OT LVA 05/10 EUR 14.54 8.8 41.0 2.7
Parex Eastern Europ Bd EU BD LVA 05/10 USD 15.98 9.2 48.5 6.5
Parex Russian Eq EE EQ LVA 05/10 USD 20.24 3.7 47.8 -19.8

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
Pictet-Agriculture-P EUR OT OT LUX 05/07 EUR 123.87 2.2 NS NS
Pictet-Asian Eq (ExJpn)-I USD OT OT LUX 05/11 USD 166.73 -4.9 27.8 -11.6
Pictet-Asian Eq (ExJpn)-P USD OT OT LUX 05/11 USD 158.20 -5.2 26.7 -12.4
Pictet-Biotech-P USD OT OT LUX 05/10 USD 269.78 -4.7 6.9 -9.0
Pictet-CHF Liquidity-P OT OT LUX 05/10 CHF 124.17 0.0 0.1 0.5
Pictet-CHF Liquidity-Pdy OT OT LUX 05/10 CHF 93.37 0.0 0.1 0.5
Pictet-Conv. Bonds-P EUR OT OT LUX 05/10 EUR 102.57 NS NS NS
Pictet-Digital Comm-P USD OT EQ LUX 05/07 USD 112.70 -3.6 27.2 -3.7
Pictet-Eastern Europe-P EUR EU EQ LUX 05/07 EUR 336.82 7.1 66.2 -11.3
Pictet-Emerging Markets-P USD GL EQ LUX 05/11 USD 504.78 -5.4 32.3 -14.8
Pictet-Eu Equities Sel-P EUR EU EQ LUX 05/07 EUR 383.71 -5.9 16.4 -15.7
Pictet-EUR Bonds-P EU BD LUX 05/10 EUR 397.30 3.3 6.7 4.7
Pictet-EUR Bonds-Pdy EU BD LUX 05/10 EUR 291.34 3.3 6.7 4.7
Pictet-EUR Corporate Bonds-P EU BD LUX 05/10 EUR 153.05 3.5 17.5 7.6
Pictet-EUR Corporate Bonds-Pdy EU BD LUX 05/10 EUR 103.75 3.5 17.5 7.6

Pictet-EUR High Yield-P EU BD LUX 05/10 EUR 157.62 7.8 44.2 6.0
Pictet-EUR High Yield-Pdy EU BD LUX 05/10 EUR 86.39 7.8 44.2 6.0
Pictet-EUR Liquidity-P EU MM LUX 05/10 EUR 136.04 0.0 0.4 1.7
Pictet-EUR Liquidity-Pdy EU MM LUX 05/10 EUR 96.72 0.0 0.4 1.7
Pictet-EUR Sovereign Liq-P OT OT LUX 05/10 EUR 102.41 0.0 0.1 NS
Pictet-EUR Sovereign Liq-Pdy OT OT LUX 05/10 EUR 99.92 0.0 0.1 NS
Pictet-Europe Index-P EUR EU EQ LUX 05/07 EUR 95.77 -5.2 17.8 -12.4
Pictet-European Sust Eq-P EUR EU EQ LUX 05/07 EUR 126.83 -4.7 18.4 -12.5
Pictet-Glo Emerging Debt-P USD GL BD LUX 05/10 USD 250.43 3.0 18.6 11.0
Pictet-Glo Emerging Debt-Pdy USD GL BD LUX 05/10 USD 162.64 2.9 18.5 11.0
Pictet-Greater China-P USD AS EQ LUX 05/11 USD 320.98 -8.6 20.5 -9.2
Pictet-Indian Equities-P USD EA EQ LUX 05/11 USD 370.27 2.7 70.1 -2.3
Pictet-Japan Index-P JPY JP EQ LUX 05/11 JPY 9121.09 2.7 4.6 -16.1
Pictet-Japanese Eq 130/30-P JPY JP EQ LUX 05/11 JPY 4618.40 4.6 11.6 -14.4
Pictet-Japanese Eq Sel-I JPY JP EQ LUX 05/11 JPY 8071.56 4.2 6.8 -18.5
Pictet-Japanese Eq Sel-P JPY JP EQ LUX 05/11 JPY 7810.64 4.0 6.2 -19.0
Pictet-MENA-P USD OT OT LUX 05/10 USD 50.31 12.2 NS NS
Pictet-Pac (ExJpn) Idx-P USD AS EQ LUX 05/11 USD 259.71 -4.9 36.2 -7.9
Pictet-Piclife-P CHF CH BA LUX 05/10 CHF 804.77 1.7 12.2 -0.1
Pictet-Premium Brands-P EUR OT EQ LUX 05/07 EUR 71.56 9.5 44.2 2.5
Pictet-Russian Equities-P USD OT OT LUX 05/10 USD 66.67 3.5 72.8 -18.4
Pictet-Security-P USD GL EQ LUX 05/07 USD 98.13 -1.4 26.4 -0.5
Pictet-Small Cap Europe-P EUR EU EQ LUX 05/07 EUR 458.55 1.3 24.5 -10.4
Pictet-Timber-P USD OT OT LUX 05/10 USD 107.49 0.9 33.1 NS
Pictet-USA Index-P USD US EQ LUX 05/10 USD 94.56 4.3 26.1 -7.7
Pictet-USD Government Bonds-P US BD LUX 05/10 USD 521.63 2.7 2.6 4.1
Pictet-USD Government Bonds-Pdy US BD LUX 05/10 USD 372.98 2.7 2.6 4.1
Pictet-USD Liquidity-P US MM LUX 05/10 USD 131.03 0.0 0.3 1.0
Pictet-USD Liquidity-Pdy US MM LUX 05/10 USD 84.84 0.0 0.3 1.0
Pictet-USD Sovereign Liq-P OT OT LUX 05/10 USD 101.51 0.0 0.0 NS
Pictet-USD Sovereign Liq-Pdy OT OT LUX 05/10 USD 100.01 0.0 0.0 NS
Pictet-Water-P EUR GL EQ LUX 05/07 EUR 128.72 3.9 20.6 -4.6
Pictet-World Gvt Bonds-P USD GL BD LUX 05/11 USD 161.83 -2.0 3.4 2.0
Pictet-World Gvt Bonds-Pdy USD GL BD LUX 05/11 USD 131.23 -2.0 3.4 2.0

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 05/07 USD 13.34 -0.8 40.4 1.3
Japan Fund USD JP EQ IRL 05/11 USD 17.49 10.1 23.5 2.7
Polar Healthcare Class I USD OT OT IRL 05/10 USD 12.83 -0.8 25.0 NS
Polar Healthcare Class R USD OT OT IRL 05/07 USD 12.32 -4.6 20.9 NS

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 03/31 USD 114.24 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 04/02 USD 11.59 35.9 -24.7 -17.9
Europn Conviction USD B EU EQ CYM 03/31 USD 137.13 -0.1 8.3 12.8
Europn Forager USD B OT OT CYM 03/31 USD 231.92 3.6 31.9 3.5
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 03/31 USD 190.38 3.5 13.0 6.7

n PT CIPTADANA ASSET MANAGEMENT
Tel: +6221 25574 883 Fax: +6221 25574 893 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 05/05 USD 141.43 11.1 98.7 11.4

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 05/10 EUR 681.51 -3.7 18.0 -11.7
Core Eurozone Eq B EU EQ IRL 05/10 EUR 803.48 -3.4 18.5 -11.5
Euro Fixed Income A EU BD IRL 05/10 EUR 1311.76 5.4 16.5 2.9
Euro Fixed Income B EU BD IRL 05/10 EUR 1403.66 5.6 17.2 3.5
Euro Small Cap A EU EQ IRL 05/10 EUR 1296.91 8.0 33.2 -9.4
Euro Small Cap B EU EQ IRL 05/10 EUR 1392.16 8.2 34.0 -8.9
Eurozone Agg Eq A EU EQ IRL 05/10 EUR 667.13 1.7 25.2 -10.5
Eurozone Agg Eq B EU EQ IRL 05/10 EUR 960.79 1.9 26.0 -9.9
Glbl Bd (EuroHdg) A GL BD IRL 05/10 EUR 1453.03 5.7 18.6 5.9
Glbl Bd (EuroHdg) B GL BD IRL 05/10 EUR 1545.55 5.9 19.3 6.6
Glbl Bd A EU BD IRL 05/10 EUR 1251.21 13.2 23.3 12.4
Glbl Bd B EU BD IRL 05/10 EUR 1335.39 13.5 24.1 13.1
Glbl Real Estate A OT EQ IRL 05/10 USD 917.75 2.3 39.9 -15.3
Glbl Real Estate B OT EQ IRL 05/10 USD 948.18 2.6 40.7 -14.8
Glbl Real Estate EH-A OT EQ IRL 05/10 EUR 833.12 3.5 35.2 -15.0
Glbl Real Estate SH-B OT EQ IRL 05/10 GBP 78.53 3.7 36.1 -15.0
Glbl Strategic Yield A EU BD IRL 05/10 EUR 1675.69 4.3 29.5 5.6
Glbl Strategic Yield B EU BD IRL 05/10 EUR 1796.90 4.5 30.3 6.2
Japan Equity A JP EQ IRL 05/10 JPY 12035.38 3.4 7.0 -14.9
Japan Equity B JP EQ IRL 05/10 JPY 12855.30 3.6 7.7 -14.4
PacBasn (Ex-Jap) Eq A AS EQ IRL 05/10 USD 2235.72 -2.2 39.8 -4.5
PacBasn (Ex-Jap) Eq B AS EQ IRL 05/10 USD 2391.11 -2.0 40.6 -3.9
Pan European Eq A EU EQ IRL 05/10 EUR 983.01 2.1 26.6 -9.8
Pan European Eq B EU EQ IRL 05/10 EUR 1049.97 2.3 27.3 -9.3
US Equity A US EQ IRL 05/10 USD 905.81 3.8 25.8 -9.0
US Equity B US EQ IRL 05/10 USD 971.87 4.0 26.5 -8.5
US Small Cap A US EQ IRL 05/10 USD 1412.07 9.6 32.4 -5.8
US Small Cap B US EQ IRL 05/10 USD 1516.04 9.8 33.2 -5.2

n SEB ASSET MANAGEMENT S.A.
www.seb.se
Asset Sele Opp C EUR OT OT NA 05/11 EUR 96.99 -2.1 NS NS

n SEB Fund 1
Asset Sele C EUR OT OT LUX 05/11 EUR 13.72 -1.0 1.9 8.1
Asset Sele C H-CHF OT OT LUX 05/11 CHF 95.19 -1.1 1.4 NS
Asset Sele C H-GBP OT OT LUX 05/11 GBP 96.57 -0.9 2.4 NS
Asset Sele C H-JPY OT OT LUX 05/11 JPY 9589.55 -0.8 2.0 NS
Asset Sele C H-NOK OT OT LUX 05/11 NOK 110.67 -0.5 2.8 NS

Asset Sele C H-SEK OT OT LUX 05/11 SEK 137.50 -1.2 1.6 8.4
Asset Sele C H-USD OT OT LUX 05/11 USD 96.47 -0.9 2.3 NS
Asset Sele CG-EUR OT OT LUX 05/11 GBP 98.34 -0.6 NS NS
Asset Sele D H-SEK OT OT LUX 05/11 SEK 126.83 -1.1 1.6 NS
Choice Global Value -C- GL EQ LUX 05/11 SEK 78.51 1.9 23.2 -12.7
Choice Global Value -D- OT OT LUX 05/11 SEK 73.24 1.9 23.2 -12.7
Choice Global Value -I- OT OT LUX 05/11 EUR 7.24 7.9 34.8 -13.8
Choice Japan Fd -C- OT OT LUX 05/11 JPY 49.60 5.8 4.6 -15.8
Choice Japan Fd -D- OT OT LUX 05/11 JPY 44.41 5.8 4.7 -15.8
Choice Jpn Chance/Risk -C- OT OT LUX 05/11 JPY 50.10 -1.6 4.9 -21.0
Choice NthAmChance/Risk -C- OT OT LUX 05/11 USD 4.01 2.2 26.2 -11.6
Ethical Europe Fd -C- OT OT LUX 05/11 EUR 1.95 -0.5 23.6 -14.8
Europe Fund -C- OT OT LUX 05/11 EUR 2.84 0.5 25.5 -13.8
Europe Fund -D- OT OT LUX 05/11 EUR 1.52 0.5 NS NS
Europe Index Fund -C- OT OT LUX 05/11 EUR 4.10 -5.7 16.8 -17.1
Global Chance/Risk Fd -C- OT OT LUX 05/11 EUR 0.66 10.3 32.4 -4.3
Global Fd -C- OT OT LUX 05/11 USD 2.09 -1.8 22.0 -13.7
Global Fd -D- OT OT LUX 05/11 USD 1.30 -1.8 22.1 NS
Nordic Fd -C- OT OT LUX 05/11 EUR 6.22 4.4 23.7 -4.3

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 05/11 USD 7.14 -3.5 26.5 -6.4
Choice Asia ex. Japan -D- OT OT LUX 05/11 USD 1.25 -3.5 26.5 NS
Currency Alpha EUR -IC- OT OT LUX 05/11 EUR 10.23 -0.7 -3.5 -0.7
Currency Alpha EUR -RC- OT OT LUX 05/11 EUR 10.12 -0.8 -3.9 -1.2
Currency Alpha SEK -ID- OT OT LUX 05/11 SEK 91.40 -0.6 -7.2 -2.8
Currency Alpha SEK -RC- OT OT LUX 05/11 SEK 97.60 -0.8 -3.9 -1.2
Generation Fd 80 -C- OT OT LUX 05/11 SEK 8.14 2.8 17.8 -3.0
Nordic Focus SH A OT OT LUX 05/10 EUR 81.61 1.1 30.4 -6.6
Nordic Focus SH B OT OT LUX 05/10 SEK 85.11 1.1 30.4 -6.6
Nordic Focus SH C OT OT LUX 05/10 NOK 80.88 1.1 30.4 -6.6
Russia Fd -C- OT OT LUX 05/11 EUR 9.88 11.8 70.2 -8.7

n SEB Fund 3
Ethical Glbl Index Fd -D- OT OT LUX 05/11 USD 0.77 -11.6 16.4 -14.6
Ethical Glbl lndex Fd -C- OT OT LUX 05/10 USD 0.75 -3.8 16.2 NS
Ethical Sweden Fd -D- OT OT LUX 05/11 SEK 42.77 3.6 28.2 1.9
Index Linked Bd Fd SEK -D- OT OT LUX 05/11 SEK 13.32 3.6 8.4 4.4
Medical Fd -D- OT OT LUX 05/11 USD 3.14 -5.8 19.2 -4.0
Short Medium Bd Fd SEK -D- OT OT LUX 05/11 SEK 8.56 0.0 0.3 1.4
Technology Fd -C- OT OT LUX 05/11 USD 0.21 0.0 NS NS
Technology Fd -D- OT OT LUX 05/11 USD 2.53 0.0 36.9 -2.0
U.S. Index Fd -C- OT OT LUX 05/11 USD 1.89 3.2 25.5 -8.1
U.S. Index Fd -D- OT OT LUX 05/11 USD 1.87 2.2 24.3 -8.5
World Fd -C- OT OT LUX 05/11 USD 27.81 -2.3 NS NS
World Fd -D- OT OT LUX 05/11 USD 2.07 -4.0 18.9 -10.8

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 05/11 EUR 1.27 -0.1 -0.1 0.3
Short Bond Fd EUR -D- OT OT LUX 05/11 EUR 0.49 -1.3 -3.4 NS
Short Bond Fd SEK -C- OT OT LUX 05/11 SEK 21.96 0.0 0.6 1.6
Short Bond Fd SEK HNWC OT OT LUX 05/11 SEK 11.11 0.1 NS NS
Short Bond Fd SEK HNWD OT OT LUX 05/11 SEK 9.95 -2.0 NS NS
Short Bond Fd USD -C- OT OT LUX 05/11 USD 2.48 -0.3 -0.5 0.1

n SEB Fund 5
Bond Fd SEK -C- NO BD LUX 05/11 SEK 43.82 2.2 5.3 6.7
Bond Fd SEK -D- NO BD LUX 05/11 SEK 12.27 -1.4 1.6 4.2
Bond Fd SEK HNWD OT OT LUX 05/11 SEK 8.90 2.3 NS NS
Corp. Bond Fd EUR -C- EU BD LUX 05/11 EUR 1.31 2.6 17.5 4.3
Corp. Bond Fd EUR -D- EU BD LUX 05/11 EUR 0.98 3.7 18.3 4.6
Corp. Bond Fd SEK -C- NO BD LUX 05/11 SEK 13.09 4.1 20.6 3.3
Corp. Bond Fd SEK -D- NO BD LUX 05/11 SEK 9.53 4.1 20.6 3.4
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 05/11 EUR 103.90 4.0 3.1 4.6
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 05/11 EUR 113.05 3.8 7.6 6.6
Flexible Bond Fd -C- NO BD LUX 05/11 SEK 21.34 -1.6 -0.9 2.5
Flexible Bond Fd -D- NO BD LUX 05/11 SEK 11.33 0.0 0.7 3.3

n SEB Sicav 1
Choice Emerging Mkts Fd -C- OT OT LUX 05/11 USD 2.56 -4.4 32.4 -9.7
Eastern Europe exRussia Fd -C- OT OT LUX 05/11 EUR 2.75 4.1 42.0 -10.5

n SEB Sicav 2
Choice Asia SmCap exJpn -C- OT OT LUX 05/11 SEK 32.96 2.5 42.1 7.2
Eastern Europe SmCap Fd -C- OT OT LUX 05/11 EUR 3.14 15.1 73.9 -5.6
Europe Chance/Risk Fd -C- OT OT LUX 05/11 EUR 1047.16 1.0 26.5 -16.1
Listed Private Equity -C- OT OT LUX 05/11 EUR 149.64 16.2 NS NS
Listed Private Equity -IC- OT OT LUX 05/11 EUR 91.02 19.6 55.2 NS
Listed Private Equity -ID- OT OT LUX 05/11 EUR 87.07 19.5 50.7 NS
Nordic Small Cap -C- OT OT LUX 05/10 EUR 135.99 0.9 NS NS
Nordic Small Cap -IC- OT OT LUX 05/10 EUR 136.67 1.1 NS NS

n SEB Sicav 3
Asset Sele Defensive EUR -C- OT OT LUX 05/11 EUR 99.15 -0.6 NS NS
Asset Sele Defensive GBP -D- OT OT LUX 05/11 GBP 98.34 -0.6 NS NS
Asset Sele Defensive SEK -A- OT OT LUX 05/11 SEK 77.70 -0.7 -0.2 -12.5
Asset Sele Defensive SEK -C- OT OT LUX 05/11 SEK 99.01 -0.7 NS NS
Asset Sele Defensive SEK -D- OT OT LUX 05/11 SEK 69.50 -0.7 -0.2 -13.7
Asset Sele Defensive USD -C- OT OT LUX 05/11 USD 100.41 -0.5 NS NS
Asset Sele Opp C H NOK OT OT LUX 05/11 NOK 100.56 -1.6 NS NS
Asset Sele Opp C H SEK OT OT LUX 05/11 SEK 98.55 -2.3 NS NS
Asset Sele Opp D GBP OT OT LUX 05/11 GBP 94.43 -1.7 NS NS
Asset Sele Opp IC EUR OT OT LUX 05/11 EUR 99.75 -2.1 NS NS
Asset Sele Opp ID H GBP OT OT LUX 05/11 GBP 99.97 -1.7 NS NS
Asset Sele Opp ID H SEK OT OT LUX 05/11 SEK 99.18 -2.3 NS NS
Asset Sele Original C EUR OT OT LUX 05/11 EUR 100.68 -0.7 NS NS
Asset Sele Original D GBP OT OT LUX 05/11 GBP 101.34 -0.5 NS NS
Asset Sele Original ID GBP OT OT LUX 05/11 GBP 100.95 -0.5 NS NS

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
A company of Amundi Group
Bonds ConvEurope A OT OT LUX 05/07 EUR 30.37 2.4 9.9 1.3
Bonds Eur Corp A OT OT LUX 05/07 EUR 23.07 -0.1 7.6 2.6
Bonds Eur Hi Yld A OT OT LUX 05/07 EUR 21.22 3.1 35.4 2.2
Bonds EURO A OT OT LUX 05/07 EUR 41.12 0.2 3.5 4.9
Bonds Europe A OT OT LUX 05/07 EUR 39.51 1.0 4.0 5.0
Bonds US MtgBkSec A OT OT LUX 04/29 USD 24.41 -4.7 11.9 0.0
Bonds World A OT OT LUX 05/07 USD 41.10 -2.2 7.3 2.5
Eq. AsiaPac Dual Strategies A OT OT LUX 05/10 USD 10.03 -3.8 33.1 -8.7
Eq. China A OT OT LUX 05/10 USD 21.79 -9.7 20.3 -9.3
Eq. Concentrated Euroland A OT OT LUX 05/10 EUR 88.34 -5.0 7.0 -14.7
Eq. ConcentratedEuropeA OT OT LUX 05/07 EUR 24.91 -7.8 12.6 -16.5
Eq. Emerging Europe A OT OT LUX 05/07 EUR 24.65 4.6 43.0 -19.6
Eq. Equities Global Energy OT OT LUX 05/07 USD 16.02 -11.6 5.4 -23.7
Eq. Euroland A OT OT LUX 05/10 EUR 10.37 -4.2 12.5 -15.5
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 -45.7 -33.8
Eq. Euroland Small Cap A OT OT LUX 05/10 EUR 147.57 4.5 30.9 -7.3
Eq. EurolandCyclclsA OT OT LUX 05/07 EUR 17.21 -3.3 14.3 -12.8
Eq. EurolandFinancialA OT OT LUX 05/07 EUR 9.00 -20.5 -3.5 -26.8
Eq. Glbl Emg Cty A OT OT LUX 05/10 USD 8.85 -8.5 20.5 -17.4
Eq. Global A OT OT LUX 05/10 USD 27.69 -0.6 25.8 -11.7
Eq. Global Resources A OT OT LUX 05/10 USD 109.04 -4.3 26.6 -15.8
Eq. Gold Mines A OT OT LUX 05/07 USD 32.15 6.1 39.8 5.8
Eq. India A OT OT LUX 05/11 USD 131.69 2.4 55.8 -3.7
Eq. Japan CoreAlpha A OT OT LUX 05/11 JPY 7789.14 8.7 6.4 -8.0
Eq. Japan Sm Cap A OT OT LUX 05/10 JPY 1109.92 3.8 24.7 -10.4
Eq. Japan Target A OT OT LUX 05/11 JPY 1770.05 8.1 8.7 -3.9
Eq. Latin America A OT OT LUX 05/10 USD 109.64 -12.5 34.1 -17.3
Eq. US ConcenCore A OT OT LUX 05/10 USD 22.96 1.6 22.0 -3.8
Eq. US Focused A OT OT LUX 05/10 USD 16.43 3.6 19.0 -16.9
Eq. US Lg Cap Gr A OT OT LUX 05/10 USD 15.44 1.2 22.6 -12.3
Eq. US Mid Cap A OT OT LUX 05/07 USD 30.83 3.2 33.8 -9.0
Eq. US Multi Strg A OT OT LUX 05/07 USD 21.03 -1.1 22.6 -13.4
Eq. US Rel Val A OT OT LUX 05/07 USD 20.67 0.3 26.8 -13.3
Eq. US Sm Cap Val A OT OT LUX 05/10 USD 17.31 8.6 30.2 -13.0
Money Market EURO A OT OT LUX 05/07 EUR 27.43 0.1 0.5 2.0
Money Market USD A OT OT LUX 05/07 USD 15.84 0.0 0.2 1.1

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 04/29 USD 944.59 -1.7 6.8 -30.3
MENA Special Sits Fund OT OT BMU 04/30 USD 1169.24 6.5 18.0 NS
UAE Blue Chip Fund OT OT ARE 04/29 AED 5.41 1.6 6.3 -33.4

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

n YMR-N Series
YMR-N Growth Fund OT OT IRL 05/11 JPY 9351.00 -1.1 6.9 -17.6
YMR-N Small Cap Fund OT OT IRL 05/11 JPY 7007.00 -0.1 16.8 -16.3

n Yuki 77 Series
Yuki 77 General JP EQ IRL 05/11 JPY 5978.00 -2.8 -6.4 -22.3

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 05/11 JPY 6756.00 -1.0 2.5 -17.9
Yuki Chugoku JpnLowP JP EQ IRL 05/11 JPY 8308.00 10.2 1.4 -14.6

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 05/11 JPY 4614.00 -1.3 1.1 -23.0
Yuki Hokuyo Jpn Inc JP EQ IRL 05/11 JPY 5372.00 2.4 4.2 -17.2
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 05/11 JPY 5079.00 -0.5 15.2 -16.3

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 05/11 JPY 4364.00 -1.3 1.7 -25.2
Yuki Mizuho Jpn Dyn Gro OT OT IRL 05/11 JPY 4552.00 -2.4 0.6 -25.8
Yuki Mizuho Jpn Exc 100 OT OT IRL 05/11 JPY 6771.00 -2.9 6.2 -21.1
Yuki Mizuho Jpn Gen OT OT IRL 05/11 JPY 8723.00 1.2 2.4 -17.5
Yuki Mizuho Jpn Gro OT OT IRL 05/11 JPY 6175.00 -2.9 -1.9 -20.3
Yuki Mizuho Jpn Inc OT OT IRL 05/11 JPY 7809.00 2.3 2.3 -19.0
Yuki Mizuho Jpn Lg Cap OT OT IRL 05/11 JPY 5139.00 -1.0 0.7 -19.5
Yuki Mizuho Jpn LowP OT OT IRL 05/11 JPY 12229.00 5.8 5.1 -11.8
Yuki Mizuho Jpn PGth OT OT IRL 05/11 JPY 7666.00 -3.7 -2.0 -23.0
Yuki Mizuho Jpn SmCp OT OT IRL 05/11 JPY 7103.00 -0.5 21.1 -16.3
Yuki Mizuho Jpn Val Sel OT OT IRL 05/11 JPY 5704.00 1.0 3.3 -16.5
Yuki Mizuho Jpn YoungCo OT OT IRL 05/11 JPY 2825.00 3.6 19.5 -21.2

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 05/11 JPY 5495.00 1.4 2.1 -18.5

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

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

12-month and 2-year returns may be calculated over 11- and 23-month periods
pending receipt and publication of the last month end price.
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n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Convertible Bond Fund I, Ltd. (Class A) OT OT VGB 02/26 USD 1828.22 8.1 78.9 NS

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 03/31 EUR 101.30 0.3 3.6 -9.8

D'Auriol Opp F3 EUR EU MM CYM 01/29 EUR 975.61 -1.3 -2.6 -14.1

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 03/31 EUR 206.14 5.6 -3.0 2.4

Horseman EurSelLtd USD EU EQ GBR 03/31 USD 213.55 5.8 -3.2 1.7

Horseman Glbl Ltd EUR GL EQ CYM 03/31 USD 360.10 -2.9 -24.8 -7.2

Horseman Glbl Ltd USD GL EQ CYM 03/31 USD 360.10 -2.9 -24.8 -7.2

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 04/16 EUR 94.78 3.3 27.4 NS

Special Opp Inst EUR OT OT CYM 04/16 EUR 89.71 3.4 28.2 NS

Special Opp Inst USD OT OT CYM 04/16 USD 101.89 3.4 29.2 NS

Special Opp USD OT OT CYM 04/16 USD 99.59 3.2 28.3 NS

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 04/16 CHF 113.24 2.2 13.6 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 04/16 GBP 135.33 2.4 14.2 NS

GH Fund Inst USD OT OT JEY 04/16 USD 114.69 2.6 15.3 -0.7

GH FUND S EUR OT OT CYM 04/16 EUR 131.64 2.8 15.7 -1.6

GH FUND S GBP OT OT JEY 04/16 GBP 136.46 2.8 15.3 -1.5

GH Fund S USD OT OT CYM 04/16 USD 154.37 2.8 16.0 -0.2

GH Fund USD OT OT GGY 04/16 USD 280.19 2.4 14.5 NS

Hedge Investments OT OT JEY 04/16 USD 143.51 NS 15.1 NS

Leverage GH USD OT OT GGY 04/16 USD 125.40 4.2 28.1 NS

MultiAdv Arb CHF Hdg OT OT JEY 04/16 CHF 97.64 3.2 14.5 NS

MultiAdv Arb EUR Hdg OT OT JEY 04/16 EUR 106.56 3.5 15.4 NS

MultiAdv Arb GBP Hdg OT OT JEY 04/16 GBP 115.02 3.6 15.6 NS

MultiAdv Arb S EUR OT OT CYM 04/16 EUR 114.39 3.9 17.0 -3.5

MultiAdv Arb S GBP OT OT CYM 04/16 GBP 119.72 3.8 16.9 -3.5

MultiAdv Arb S USD OT OT CYM 04/16 USD 130.61 3.7 17.5 -2.0

MultiAdv Arb USD OT OT GGY 04/16 USD 200.59 3.3 16.1 NS

n HSBC Uni-folio
Asian AdbantEdge EUR OT OT JEY 04/16 EUR 99.99 0.7 9.1 -5.5

Asian AdvantEdge OT OT JEY 04/16 USD 184.44 0.9 10.5 NS

Emerg AdvantEdge OT OT JEY 04/16 USD 169.21 1.1 14.2 NS

Emerg AdvantEdge EUR OT OT JEY 04/16 EUR 94.12 1.0 13.5 -8.9

Europ AdvantEdge EUR OT OT JEY 04/16 EUR 136.82 3.1 18.3 NS

Europ AdvantEdge USD OT OT JEY 04/16 USD 145.27 3.0 19.0 NS

Real AdvantEdge EUR OT OT NA 04/16 EUR 108.40 0.2 6.7 NS

Real AdvantEdge USD OT OT NA 04/16 USD 108.50 0.2 7.1 NS

Trading Adv JPY OT OT NA 04/16 JPY 9735.74 5.5 2.0 NS

Trading AdvantEdge OT OT GGY 04/16 USD 147.25 5.0 1.4 NS

Trading AdvantEdge EUR OT OT GGY 04/16 EUR 133.39 4.7 1.0 NS

Trading AdvantEdge GBP OT OT GGY 04/16 GBP 141.42 5.0 1.4 NS

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 04/30 USD 427.77 16.0 88.6 -22.2

Antanta MidCap Fund EE EQ AND 04/30 USD 841.74 18.6 168.2 -30.7

Meriden Opps Fund GL OT AND 05/05 EUR 49.14 -18.1 -41.0 -32.5

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 03/31 EUR 94.37 2.1 13.9 NS

Key Europe Long/Short EUR -RC- OT OT LUX 03/31 EUR 93.42 2.0 13.3 NS

n SEB KEY Hedge
Key Hedge EUR -IC- OT OT LUX 03/31 EUR 103.95 1.8 11.4 NS

Key Hedge EUR-RC- OT OT LUX 03/31 EUR 103.03 1.7 10.9 NS

n SEB KEY Market Independent II
Key Market Independent II EUR -RC- OT OT LUX 03/31 EUR 97.92 1.5 11.5 0.6

Key Market Independent II SEK -I- OT OT LUX 03/31 SEK 95.03 1.4 11.3 0.5

n SEB KEY Recovery
Key Recovery -IC- OT OT LUX 03/31 EUR 93.17 3.3 17.6 NS

Key Recovery -RC- OT OT LUX 03/31 EUR 92.25 3.1 16.9 NS

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 05/04 USD 43.15 5.8 -37.7 -12.0

Superfund GCT USD* OT OT LUX 05/04 USD 2242.00 2.2 -29.4 -10.9

Superfund Green Gold A (SPC) OT OT CYM 05/04 USD 1040.90 29.3 -9.7 -2.7

Superfund Green Gold B (SPC) OT OT CYM 05/04 USD 1016.18 8.6 -11.8 -3.4

Superfund Q-AG* OT OT AUT 04/27 EUR 7146.00 7.9 -10.6 -0.7

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 03/31 EUR 991.70 4.9 0.6 NS

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

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

Winton Futures EUR Cls C OT OT VGB 03/31 EUR 205.74 4.5 0.5 4.4

Winton Futures GBP Cls D OT OT VGB 03/31 GBP 222.64 4.6 1.0 5.1

Winton Futures JPY Cls E OT OT VGB 03/31 JPY 14697.79 5.8 1.2 2.9

Winton Futures USD Cls B OT OT VGB 03/31 USD 731.14 4.5 0.6 4.1

INDICES
NAV ——————%RETURN ——————

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

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

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

Clinton emphasizes ties
to Karzai on his U.S. trip
U.S. wrestles with how much pressure to put on Afghan president

WASHINGTON—Afghan Presi-
dent Hamid Karzai and U.S. Secre-
tary of State Hillary Clinton at-
tempted to put recent differences

between their governments behind
them Tuesday, saying that while
they may have policy disagree-
ments, such disputes don’t reflect
instability in the overall bilateral re-
lationship.

Speaking at the formal opening
of a three-day summit here for Mr.
Karzai and a large delegation of Af-
ghan ministers, Mrs. Clinton sought
to reassure Afghans that the U.S.
was committed to the country’s
long-term development, saying the
Obama administration wouldn’t
abandon Mr. Karzai’s government
once U.S. troops begin withdrawing
next year.

Notably, Mrs. Clinton only briefly
mentioned corruption issues in Mr.
Karzai’s government, and then only
to praise the Afghan president’s ef-
forts to fight graft, including his
strengthening of the Afghan govern-
ment’s High Office of Oversight.

Those remarks stand in sharp
contrast to criticisms made just
weeks ago by National Security Ad-
viser James Jones who, during a
trip with President Barack Obama to
Kabul in late March, said Mr. Karzai
needed to be more concerned with
fighting corruption in his own gov-
ernment.

The issue of how hard—and how
publicly—to push Mr. Karzai over
corruption has become a point of
contention within the Obama ad-
ministration.

Some officials say the repeated
public chiding has only led Mr. Kar-
zai to lash out against U.S. and
Western allies.

Others have argued in internal
meetings, however, that Mr. Karzai
still has yet to take the issue of cor-
ruption seriously, and any letting up
on pressure would lead Afghan civil-
ians to believe the U.S. isn’t serious
about graft, which continues to un-
dermine Mr. Karzai’s government in
the eyes of his constituents.

“I’ve been in many meetings
with him where he says the right
thing, and afterwards does nothing,”
said a U.S. government official. “At
what point, then, do you ramp
things up a little bit and take things
public? There isn’t an easy answer.
They may be no answer at all,” the
U.S. official said.

Thus far during Mr. Karzai’s stay,
which began Monday, U.S. officials
have noticeably resisted criticism.
Current and former U.S. officials
said the Obama administration is
making an intentional effort to
patch up recent disputes, which spi-
raled into a public swapping of ac-
cusations last month, with Mr. Kar-
zai accusing the West of fraud and
the White House intimating it might
cancel this visit to Washington.

In her remarks on Tuesday, Mrs.
Clinton said disagreements were

normal in any relationship between
allies.

“President Obama and President
Karzai both understand that the
ability to disagree on issues of im-
portance…is not an obstacle to
achieving our shared objectives,”
Mrs. Clinton said.

“Rather, it reflects a level of
trust that is essential to any mean-
ingful dialogue and enduring strate-
gic partnership,” she said.

Mr. Karzai agreed with Mrs. Clin-
ton, saying disagreements were a
sign of a “matured relationship.”

U.S. and Afghan officials working
on the visit have urged Mr. Karzai to
show more appreciation for Ameri-
can sacrifices during the visit, and
the Afghan president began that ef-
fort during his remarks on Tuesday,
saying advances in Afghanistan
wouldn’t have been possible “with-
out the sacrifices of your sons and
daughters.”

Mr. Karzai is also scheduled to
visit Arlington National Cemetery at
the end of his stay in Washington.

“We will not forget the contribu-
tions you have made,” Mr. Karzai
said. “Afghanistan is known around
the world for being a country that
remembers a friend—and for long.”

BY PETER SPIEGEL

Downplaying recent tensions, Hillary Clinton and Hamid Karzai said disagreements were normal among allies.

More workers quit
than were laid off

More U.S. workers quit their jobs
than were laid off in March, the sec-
ond month in a row this has oc-
curred and a sign of employees’
growing confidence that more posi-
tions are becoming available in a
slowly recovering job market.

Nearly 1.9 million employees quit
in March compared with more than
1.8 million who were laid-off or dis-
charged, the Labor Department said
Tuesday. Meanwhile, the number of
hires rose to a seasonally adjusted
4.2 million in March from 4 million
in February.

February marked the first month
since November 2008 that the num-
ber who quit exceeded the number
who were laid off or discharged.

“The most positive thing, cer-
tainly, is hiring activity finally
started to pick up,” said Harm Band-
holz, a UniCredit Research econo-
mist. But “companies are still very
cautious.”

The Labor Department noted
that, “The quits rate can serve as a
measure of workers’ willingness or
ability to change jobs.” In deep re-
cessions, when work is tough to
find, the number of those quitting
declines as employees grow less
willing to risk trying to switch jobs.
Meanwhile, layoffs rise.

As hiring starts to improve, peo-
ple grow more confident about their
ability to leave their job and find

another and layoffs begin to decline.
Both figures—the number who

quit and those who were laid
off—rose slightly in March, com-
pared with the prior month, but
quits have been outpacing those
who were discharged in recent
months largely because the pace of
layoffs has slowed from its peak
during the recession.

On another positive note, the
number of hires was also larger
than the number of total separa-
tions, which include quits, layoffs
and retirements. Separations in-
creased 1.2% to 4 million in March
from February.

Jobs still aren’t easy to find,
though. There were just 2.7 million
job openings in March and 5.6 un-
employed persons per available job
as employers have shied away from
widespread hiring.

Small businesses have been par-
ticularly reluctant to add to their
ranks. An index of small-business
optimism rose 3.8 points to 90.6 in
April, the National Federation of In-
dependent Business said Tuesday.
Despite the improvement, owners
surveyed said that, on net, they
shed more workers than they added
for the 27th consecutive month.

A separate report Tuesday
showed that sales at U.S. wholesal-
ers climbed 2.4% to a seasonally ad-
justed $348 billion in March, ac-
cording to the Commerce
Department.

BY SARA MURRAY

Agence France-Presse/Getty Images

Karzai had previously come
under intense public criticism
from the Obama
administration for failing to
crack down on corruption
within his government.
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MARKETS

Europe stocks stage modest retreat
Doubts about giant bailout remain a day after Monday’s surge, while China worries hit miners; gold sets record

LONDON—European stocks fell,
but upbeat U.S. stocks and news
that the U.K. was close to forming a
majority government helped to off-
set nagging doubts surrounding the
massive euro-zone rescue package.

After Monday’s euphoric burst of
buying and desperate short cover-
ing, traders anticipated that stocks
would retrench on Tuesday, and in-
deed they did. Major measures fell,
and Monday’s highflying sectors,
such as banks, found themselves in
the red Tuesday.

But as U.S. stocks muscled
higher toward the end of the Euro-
pean session, they lifted European
makets well off their lows. The pan-
European Stoxx 600 index, down
more than 2% during the morning,
ended off a more modest 0.5% at
252.93, a mild drop after Monday’s
7.2% gain. The U.K.’s FTSE 100 index
fell 1% to 5334.21 and France’s

CAC-40 index eased 0.7% to 3693.20.
Germany’s DAX eked out a gain of
0.3% to 6037.71.

Indexes that had soared the most
on Monday generally were the ones
that fell most sharply on Tuesday.
Spain’s IBEX 35 index, which had
surged 14% on Monday, fell 3.4%. In
Athens, the ASE, up 9.1% Monday,
fell 2.5%.

The Dow Jones Industrial Aver-
age pulled back after Europe’s close,
ending 0.3% lower at 10748.26 as Al-
coa fell 3.7%.

Doubts about the nearly $1 tril-
lion euro-zone rescue package pep-
pered sentiment in Europe.

“The bailout package [deals with
immediate government financing
concerns], but does nothing to ad-
dress the fundamental problem of
trying to achieve a deficit reduction
in an environment of sluggish
growth and soaring unemployment,”
said Sarah Hewin, senior economist
at Standard Chartered. “Our view is

that Portugal and Spain are in a dif-
ferent category to Greece, but both
countries probably need to bring
forward austerity measures to con-
vince markets that they mean busi-
ness.”

Banks across Europe also gave
back a portion of Monday’s gains.
Spain’s Banco Santander fell 3.3%,
while Crédit Agricole and BNP
Paribas, both of France, dropped
2.3%.

Beyond Europe, concerns about
China’s economy hit basic-resource
stocks, with ArcelorMittal down
2.8% in Paris and Kazakhmys down
4.2% in London. China reported
stronger-than-expected inflation
data for April, sparking fears of
more tightening measures that
could slow growth and reduce de-
mand for metals and other commod-
ities. Oil prices have recently been
under pressure for similar reasons.

Sterling rebounded on expecta-
tions that a government pact be-

tween Conservatives and Liberal
Democrats was close at hand. After
the market closed, Prime Minister
Gordon Brown resigned and Tory
leader David Cameron took over.
The pound traded at $1.4933 late af-
ternoon, up from $1.4860 late Mon-
day in New York.

The euro gave back the rest of
Monday’s gains as investors worried
that the euro-zone bailout might not
provide a long-term solution to the
European debt crisis. At the time of
the European stock markets’ close,
the euro was at $1.2712 from
$1.2788, from late Monday in New
York. The dollar was at 92.65 yen,
from 93.25 yen, and at 1.1093 Swiss
francs from 1.1112 francs.

Reflecting those same concerns
about the bailout, gold for May de-
livery settled at a Comex-record
$1,219.90 an ounce. Light, sweet
crude for June delivery eased 43
cents, or 0.6%, to settle at $76.37 on
the New York Mercantile Exchange.

Strong demand in a three-year-
note auction turned around the
Treasury market. The 10-year note
ended unchanged to yield 3.541%.

In major market action:
Telefónica shares dropped 3.7% af-
ter the telecom giant said that it
made an offer to buy 50% of Vivo
from Portugal Telecom for €5.7 bil-
lion ($7.3 billion). Shares of Portugal
Telecom, which rejected the bid, ral-
lied 2.1% on the offer.

Carlsberg shares climbed 2.1%.
The Danish brewer swung to a first-
quarter profit of 471 million Danish
kroner ($81 million), compared with
a loss of 212 million kroner in the
year-earlier quarter.

Deutsche Post shares rose 1.4%.
The global logistics provider re-
ported an 85% surge in first-quarter
profit and confirmed its full-year
outlook, as transport volumes con-
tinue to rebound.

—Sarah Turner
contributed to this article.

BY MICHELE MAATOUK

LCH.Clearnet losing big client
LCH.Clearnet, Europe’s largest

independent clearinghouse, is set to
lose its second major client in two
years, as NYSE Euronext, one of Eu-
rope’s biggest stock and derivatives
trading platforms, moves to estab-
lish its own in-house operation.

Trans-Atlantic exchange NYSE
Euronext has outlined plans to
launch a London-based clearing-
house for interest-rate, commodity
and foreign-exchange products and
a Paris-based clearer for stocks and
stock derivatives by the end of 2012.
Clearinghouses sit in the middle of
a trade, assuming the counterparty
risk.

NYSE Euronext said it will invest
$60 million in the project, and it ex-
pects the new services to accrue “at
least $100 million” in annual reve-
nue from 2012 onward.

Duncan Niederauer, chief execu-
tive of NYSE Euronext, said: “This is
an exciting and enterprise-trans-
forming project that will greatly
benefit our customers and further
enhance the company’s presence in
Europe’s two most important finan-

cial centers, London and Paris.”
The deal is a blow to NYSE Euro-

next’s current clearer, LCH.Clearnet,
which supports its European stock
exchanges and London derivatives
market Liffe. NYSE Euronext’s deci-
sion marks the second departure by
a major LCH.Clearnet client. The Eu-

ropean arm of U.S. exchange Inter-
continentalExchange Inc. dropped
LCH as its clearer when it launched
its own clearinghouse in November
2008.

Roger Liddell, chief executive of
LCH.Clearnet, said: “We have en-
joyed a long relationship with NYSE
Euronext and are looking forward to
continuing to work with them until
the contracts end.”

LCH.Clearnet doesn’t disclose
the proportion of its business it de-

rives from individual clients, but
NYSE Euronext is among its largest
exchange clients by value and vol-
ume of shares traded, according to
investment bankers. Other major cli-
ents include the London Stock Ex-
change.

Mr. Liddell said LCH.Clearnet is
set to take advantage of new oppor-
tunities that would emerge when
U.S. and European regulators pass
overhauls, expected soon, that re-
quire the world’s largest over-the-
counter firms to use clearing ser-
vices.

LCH.Clearnet has in recent
months been strengthening its ser-
vices aimed at over-the-counter
dealing firms, and six weeks ago
cleared its first credit-default swap
through its Paris arm, Clearnet SA.

The decision to build its own
clearinghouses marks a departure
for NYSE Euronext. The exchange al-
ways has outsourced its clearing
services unlike some of its largest
rivals, such as CME Group Inc.’s
Chicago Mercantile Exchange and
Deutsche Börse AG, which own and
operate clearing providers.

—More at efinancialnews.com

BY LUKE JEFFS

NYSE Euronext has plans
to launch clearinghouses of
its own in London and
Paris.




