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The Quirk

No joke: Comedian Jon Gnarr
erupts on to Iceland’s political
scene. Page 29

World Watch
A comprehensive rundown of
news from around the world.
Pages 30-31

Editorial
& Opinion

The monetary risks to
recovery. Page 13

Prudential seeks lower price
for AIA in effort to save deal

Prudential PLC is in talks
with American International
Group Inc. to cut the $35.5
billion price tag on Pruden-
tial’s purchase of AIG’s main
Asian unit, people familiar
with the matter said, amid
criticism of the deal.

The deal in its current
form appears to have been
doomed by complaints from
Prudential’s shareholders that
the price and the execution
risk are too high to justify the
$21 billion of cash they would
need to put up to help pay for
the purchase. Prudential
needs the support of holders
representing 75% of its shares
to proceed with the pact.

Proxy advisory services
have so far been split on the
deal. RiskMetrics has recom-

mended shareholders vote
against the takeover, citing
the high cost of capital, inte-
gration risks and profit tar-
gets that would be difficult to
be achieved. On Thursday,
however, Glass, Lewis & Co.
said the financing and the
deal are in the long-term in-
terests of Prudential share-
holders.

A lower price tag for AIA
Group Ltd., as the unit is
called, could set back AIG in
its efforts to repay U.S. gov-
ernment aid it received in a
massive bailout starting in
September 2008. A lower
price also would reduce the
amount that AIG can repay
the Federal Reserve Bank of
New York, which holds $25
billion equity in AIA and an-

other life insurance business,
and to which AIG owes $26
billion under a credit facility.

Before AIG inked a deal to
sell AIA to Prudential, the
government-controlled in-
surer had been readying a
plan to float part of AIA in an
initial public offering in Hong
Kong. AIG was aiming to raise
$10 billion to $20 billion cash
from the IPO. There have been
discussions about reviving the
IPO plans if the Prudential
deal falls through, but tumul-
tuous market conditions in
Hong Kong and elsewhere
could affect the valuation.

Obama takes
tougher line
on oil drilling

President Barack Obama,
under pressure to step up re-
sponse to the Gulf of Mexico
oil disaster, vowed tougher
regulations for the oil indus-
try and said he is suspending
action on 33 exploratory drill-
ing operations in the Gulf and
canceling or temporarily sus-
pending pending lease sales
and drilling in Virginia and
the Arctic.

Mr. Obama also said the
“oil industry’s cozy and some-
times corrupt relationship”
with federal regulators under-
scores the need for more over-
sight. Further, he said al-
though BP PLC is responsible
for cleaning up and paying for
the disaster, the company is
running all decisions by the
U.S. government.

“The American people
should know that from the
moment this disaster began,
the federal government has
been in charge of the response
effort,” he said.

Mr. Obama said blame for
concerns about the response
rest partly on his administra-
tion’s shoulders and BP’s. He
said BP hasn’t been “fully
forthcoming” with video infor-
mation to help understand the
scope of the spill.

The president spoke
shortly after Minerals Man-
agement Service Director Eliz-
abeth Birnbaum resigned from
the agency that regulates off-
shore drilling and that has
faced intense scrutiny for
leaving safety regulation up to
the oil industry.

Meanwhile, a team of U.S.
scientists Thursday signifi-
cantly raised the estimate of
how much oil has been leaking
from a damaged well into the
Gulf. The figures signal that
the disaster is at least as big
as the Exxon Valdez spill two
decades ago, and could per-
haps double it in size.

The Coast Guard said a
maneuver, called a “top kill,”
to plug the well with heavy
mud has stopped oil and gas
so far from coming up. Still,
that doesn’t mean the leak has
been completely plugged or
that the move was successful.

The White House’s an-
nouncements mark the most
dramatic policy response yet
to the spill. The Obama ad-
ministration said it was sus-
pending consideration of any
applications for exploratory
drilling in the Arctic until 2011
and extending a moratorium
on permits to drill new deep-
water wells for six months.

Mr. Obama is under pres-
sure from his left flank to pull
back on his promises to ex-
pand offshore oil drilling, es-
pecially in Alaska, where envi-
ronmentalists say a blowout
similar to the current one in
the Gulf would have even
more serious ramifications.

The decision is a major
blow to Royal Dutch Shell
PLC, which had planned an
ambitious oil-drilling program
in the Chukchi and Beaufort
Seas off Alaska this summer.
Shell has been arguing to reg-
ulators that its operations in
Alaska would face a lower risk
of the kind of problems faced
BP in its ill-fated Gulf of Mex-
ico operation.

The move is sure to upset
Alaska lawmakers, some of
whom were briefed on it late
Wednesday. Sen. Mark Begich
(D., Alaska) said in a state-
ment that it would cost Alaska
jobs and cause the U.S. to “ex-
port more dollars and import
more oil from some unfriendly
places.” He said the halt would
“cause more delays and higher
costs for domestic oil and gas
production to meet the na-

Please turn to page 9

By Jared A. Favole,
Stephen Power

and Guy Chazan

Spain steps up austerity
MADRID—Spain pushed

through measures to acceler-
ate the cleanup of its public-
sector accounts and banking
system, amid intense interna-
tional pressure to deal with its
deep economic crisis.

On Thursday, Parliament

approved by a single vote the
government’s plan for €15 bil-
lion ($18.29 billion) of addi-
tional budget cuts this year
and next. Separately, the Bank
of Spain late Wednesday said
it wants to force the country’s
banks to speed up the recog-
nition of losses resulting from
the collapse of a decadelong
housing boom.

A visibly relieved Prime
Minister José Luis Rodriguez
Zapatero told journalists as he
left Parliament that the vote
was a “difficult one” but that
it has “gone as expected.”

Spain has moved to the
center of Europe’s financial
crisis as investors fret over its
double-digit budget deficit,
20% unemployment rate and

ailing savings banks.
The Bank of Spain’s take-

over of small lender CajaSur
over the weekend helped fan
these fears, resulting in in-
creased financing costs for
Spanish banks, while also

Please turn to page 4

BY JONATHAN HOUSE
AND CHRISTOPHER BJORK

Spanish Premier José Luis Rodriguez Zapatero, left, listens to Finance Minister Elena Salgado during Thursday’s parliamentary session.
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Looking past worries about austerity
Austerity is spooking the markets.

But how much damage will European
efforts to repair government balance
sheets really inflict on growth? The
pain for countries facing the biggest
challenges will be real, but the wider
picture isn’t so gloomy.

In many countries, austerity mea-
sures won’t kick in until next year,
giving the private-sector recovery
longer to take hold. In aggregate, the
euro zone is still providing a fiscal
stimulus: Its cyclically adjusted pri-
mary balance is actually set to widen
by 0.2 percentage point in 2010, J.P.
Morgan calculates. Countries ac-
counting for 75% of euro-zone gross
domestic product are set to loosen
policy or tighten only fractionally.
The budget deficit in Germany, the
currency bloc’s biggest economy, is
set to increase sharply this year.

Emergency fiscal tightening in
Spain, Portugal, Ireland and Greece
will hurt. Greece aims to implement
measures totaling 13% of GDP, with

the economy shrinking 4% in 2010
and 2.5% in 2011. Spain faces a par-
ticular challenge with unemploy-
ment. But overall euro-zone growth
can hold up: The hit may not be as
great as feared since private-sector
behavior already may be discounting

fiscal tightening. Meanwhile, large
corporations in particular appear
well-placed to take up the slack and
boost investment as governments
cut back. Besides, the flip side of
credible fiscal consolidation is likely
to be lower bond yields than might
otherwise be achieved. That would
stimulate private investment and
consumption and allow monetary
policy to stay loose. That isn’t to say
Europe will surge ahead—Citigroup
cut its euro-area growth forecast to
1% from 1.4% recently. But Europe
seems unlikely to upset the global
apple cart. The Organization for
Economic Cooperation and Develop-
ment forecasts higher global growth
in 2010 and 2011 than the average in
the decade from 1997.

There are historical cases of pub-
lic-sector deleveraging that pre-
saged strong growth. Finland re-
duced debt sharply after a credit
bust in the early 1990s but grew by
4% to 6% in subsequent years, and

Sweden saw a similar story. There
are good reasons to think this will be
hard to repeat; euro-zone countries
cannot devalue, and not everyone
can be a net exporter. For some, the

scale of fiscal tightening required
may be too great. But the cost of not
addressing the problem is likely
greater. The alternative to austerity
is higher interest rates, potentially
triggering new private-sector de-
faults that governments would be un-
able to cushion. —Richard Barley

Prudential mounts salvage operation
for its deal to buy Asian unit of AIG

Offshore battle
for big oil firms
in wake of BP

Prudential PLC has one last roll
of the dice. The U.K. insurer’s deci-
sion to seek a renegotiation with
American International Group over
the purchase of its Asian unit is a
last, desperate attempt to keep alive
a deal that has been beset by prob-
lems, many of them self-inflicted,
from the outset.

The final blow to the original
deal was delivered Thursday. It be-
came clear that enough Prudential
investors were prepared to vote
against the deal to deny the 75%
support required.

Prudential’s chances of salvaging
a transaction now depend on it be-

ing able to persuade AIG and its
largest shareholder, the U.S. govern-
ment, that a sale at a lower price
makes sense. It would need to de-
liver greater value than the initial
public offering that was being pre-
pared for AIA, the Asian business,
before Prudential made its bid.

In Prudential’s favor, it is offering
AIG a clean exit. It is likely AIG
would only be able to unload a stake
of as much as 30% of AIA in a public
offering. The Asian IPO market is
weak right now, raising doubts over
timing. Prudential also claims to be
able to generate huge synergies
from a deal, which should allow it

still to pay a substantial premium
even after renegotiation.

On the other hand, investors have
clearly questioned how big those
synergies really are and whether
Prudential’s management has the
skills to deliver them. That was
called into question even more by
AIA senior management’s evident
hostility to a deal.

Prudential will need to negotiate
a substantial reduction to stand any
chance of winning back shareholder
support. AIG may wonder why it
should foot the bill for the Pruden-
tial board’s credibility discount.

—Simon Nixon

It must pain President Obama to
echo an old BP marketing slogan.
But in Thursday’s news conference
on his handling of the Deepwater
Horizon disaster, he reiterated his
determination to move America be-
yond petroleum, albeit not just yet.

Despite the president’s cancella-
tion of leasing rounds and extension
of drilling moratoriums, he was
careful not to close the door on off-
shore drilling altogether. That is
sensible. Consultancy GSW Strategy
Group estimates banning new drill-
ing would leave U.S. oil production
1.5 million barrels a day, or 25%, be-
low expected levels in 2020.

Moreover, the inevitable delays
and higher costs arising from this
crisis will serve to underpin oil
prices. Every barrel that isn’t pro-
duced in areas like the Gulf of Mex-
ico hands more market power to the
OPEC cartel. As Robert Johnston of
Eurasia Group points out, rising oil
prices might well reopen the off-
shore-drilling debate leading up to
the 2012 presidential election, as in
2008.

Longer term, however, the disas-
ter will strengthen a desire to re-
duce dependence on oil. As the pres-
ident said, a move away from oil is
still years off. But efforts continue.

The big losers are offshore oil
producers. Near-term oil-price sup-
port must be viewed against set-
backs to planned production
growth, especially given the presi-
dent’s surprise extension of the
moratorium to 33 wells already un-
der development. Deepwater pros-
pects were one of the few relatively
open provinces left to oil producers.
That has changed for the foresee-
able future. Beyond that, the will to
curb consumption of the industry’s
product has only been strengthened.

—Liam Denning

Source: OECD
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A Hong Kong ad for Prudential PLC.

The overall hit to euro-zone
growth may not be as great
as some have feared, since
private-sector behavior
already may be discounting
fiscal tightening.
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Nobody wants to miss the cutting

The spending
cuts keep on
coming. In fact
they are becoming
the height of
European fashion.

Spanish parliamentarians are just
the latest to join in, this week
approving a €15 billion ($18.4
billion) austerity package aimed at
cutting the country’s deficit. It
was a tight squeeze for the
Socialist government, winning the
key vote by one. But a win is a
win, and the result means cuts of
5% or more in civil-service pay,
the end of the automatic payment
to parents of newborn children
and big cuts in spending on public
projects.

In Britain, the new
Conservative-Liberal Democrat
coalition government declared its
intentions with the first £6 billion
($8.6 billion) of savings this
week—although they are really
only a small down payment on
serious deficit reduction. A budget
and then a tough spending review
are on the way.

And Chancellor George
Osborne’s deputy, the Liberal
Democrat Chief Secretary to the
Treasury David Laws, is making
himself very popular with his new
Tory colleagues at Westminster.
So enthusiastic is he about the
“age of austerity” rhetoric and
belt-tightening that he is being
compared, approvingly, to that
sound money man and 19th
century Liberal giant among
prime ministers: William Ewart
Gladstone.

The Irish were the early
movers on the cuts front, of
course, with Finance Minister
Brian Lenihan slashing programs
late last year.

Now Italy is suddenly keen not
to be left out. The government
used an emergency decree on
Tuesday to impose public
spending cuts of €24 billion. In
response, trade unions are
threatening even more strikes

than usual. But Prime Minister
Silvio Berlusconi was having none
of it: “For years, Italy, like many
countries in Europe, lived above
its means,” he said. “We are all in
the same boat.”

Isn’t it extraordinary how a
sovereign debt crisis can
concentrate minds? In the rush
not to be the next in line for the
ire of investors, all manner of
serious cutbacks that would have
once been thought utterly
unthinkable are now being
delivered.

In terms of European thinking
about the state and its
obligations, it shouldn’t be
underestimated how significant
the consequences of these
developments are likely to be. The
way large parts of Europe have
liked to conduct business—with
high social spending, and costs
loaded on the next

generation—has run smack into
two roadblocks: market fears
about unsustainable debts and
demographic change.

For that reason, it isn’t
credible to view this period as just
a pause before normal service
resumes in Europe. Think of the
adjustments not as temporary, but
as the first glimpse of a
dramatically altered landscape.

Perhaps the ever-increasing
number of older voters will want
to carry on voting for parties that
promise them their benefits and
generous pensions in full. Perhaps
they may even decide to ignore
the moral degradation involved in
expecting a shrinking pool of
workers from the generations of
their children and grandchildren
to pay for their comforts. But
what is clear is that those driving
the markets can now see the flaw.
They seem disinclined to fund the
excessive borrowing required to
support such unsustainable
arrangements.

This is a serious change. It is
only a few years since it was
thought bad manners to question
the continued viability of the
European approach. The post-war
conceit, remember, was that the
feted “European social model”

would provide perpetual high
standards of living, high growth,
full employment and plentiful
benefits for citizens. In the last
respect, the European way was
deemed by its adherents to be
somehow morally superior to the
American dream.

But the baby boomers are
coming up for retirement across
the continent. In the UK, for
example, according to the Centre
for European Reform, “the
population of pensionable age will
rise by 32% over the next 25 years
to 15.6 million, with the number
aged over 85 more than doubling
to 3.3 million.”

How is all this longevity to be
paid for? Might recovery and
strong growth take care of things?

Perhaps, but the signs are not
good. Take Britain again: The
economist Tim Congdon, writing
recently for the free-market
Institute of Economic Affairs, is
gloomy about growth prospects.
Since the war the “normal” trend
growth rate has been 2.5%, but
Mr. Congdon calculates that in the
future, it will be about 1.5% a year.

He blames the imminent
slowing in labor-force growth, the
large public sector, rising taxes,
increased energy costs for
industry associated with the U.K.
government’s push for “green”
renewable energy as well as
regulatory pressure on the
banking industry for reducing the
potential for borrowing and
investment.

Other leading European
economies have a range of similar
problems, of course

In such a context, borrowing
ever more in the decades to come,
then taxing a dwindling group of
wealth creators doesn’t seem to
be a sensible answer to the
problems of the dying European
social model. Instead, after
today’s cuts might come economic
liberalization, increased
competition and more labor-
market flexibility to encourage a
major increase in private-sector
activity, all designed to encourage
invention, innovation and growth.
It is worth trying. Frankly, there
isn’t much of an alternative.

U.K. Treasury Secretary David Laws is enthusiastic about austerity measures.
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“New concerns about
funding pressures at
European banks may
put Ireland back in
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Neil Shah on why investors should
watch Ireland’s beleaguered banks
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n Large hedge-fund firm
Man Group said pretax profit
fell 27% in fiscal 2009, under-
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agers are still trying to re-
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n Wal-Mart’s Asda Group
will buy the U.K. stores of the
Danish Netto chain for $1.12
billion, filling a strategic gap
for Wal-Mart in Britain. 21
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wealth creators doesn’t
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Apparel

n Compagnie Financière Riche-
mont said it remains cautious
about this year despite signs of a
pickup in demand, after it re-
ported a 44% drop in net profit to
€599 million ($735 million) for the
fiscal year ended March 31 and
lower profit margins due largely
to cost cutting and lower sales.

n Gucci Group named deceased
designer Alexander McQueen’s
deputy, Sarah Burton, as the la-
bel’s new creative chief, as it
strives to build a future for the
fashion house.

i i i

Autos

n Daimler, owner of luxury-car
brand Mercedes-Benz, and BYD,
one of China’s leading battery and
auto makers, set up a 50-50-
owned new joint venture—Shen-
zhen BYD Daimler New Technol-
ogy—to develop a new green-car
brand for the Chinese market.

n Honda’s wholly owned trans-
mission factory in the southern
Chinese province of Guangdong
was hit by a strike, which has
forced the Japanese auto maker to
shut all four of its joint-venture fi-
nal assembly plants in China.

i i i

Aviation

n Honeywell engineers will tear
down two turboprop engines that
had extensive exposure to recent
volcanic-ash plumes in Europe, in
what is expected to be one of the
most detailed efforts yet to assess
damage from such particles

i i i

Chemicals

n Monsanto slashed its full-year
earnings expectations by more
than a fifth as it launched a re-
structuring of its Roundup weed-
killer business, cutting prices in
response to increased competition
and oversupply.

i i i

Conglomerates

n Dubai International Capital,
the investment arm of conglomer-
ate Dubai Holding, said it has
asked its lenders for a three-
month extension on some of its
debts, showing the challenges fac-
ing the city state.

i i i

Energy

n BP’s effort to stop the flow of
oil from a broken well in the Gulf
of Mexico has so far “stabilized
the wellhead” and stopped the oil
and gas from coming up, U.S.
Coast Guard Admiral Thad Allen
said.

i i i

Financial services

n Lehman Brothers Holdings’ es-
tate sued J.P. Morgan Chase, alleg-
ing J.P. Morgan illegally siphoned
billions of dollars from Lehman in
the days before the troubled in-
vestment bank filed for the largest
bankruptcy in U.S. history.

n Pequot Capital Management’s
founder, Arthur Samberg, agreed
to pay nearly $28 million to settle
allegations that he engaged in in-
sider trading, bringing an end to a
long-running investigation.

n Bank of America and Citigroup
incorrectly hid from investors bil-
lions of dollars of their debt, simi-
lar to what Lehman Brothers
Holdings did to obscure its level
of risk, company documents show.

n Prudential is in talks with
American International Group to
cut the $35.5-billion price tag on
Prudential’s purchase of AIG’s
main Asian unit.

n Deutsche Bank told sharehold-
ers it was still on track to achieve
its 2011 pretax profit target of €10
billion ($12.2 billion). Sharehold-
ers voted to approve its revised
compensation scheme.
n Deutsche Bank named a group
of six peers that its performance
will be measured against to help
determine the level of bonuses it
awards to bankers. The bank said
the long-term component will be
linked in part to it performs rela-
tive to Goldman Sachs, JP. Morgan
Chase, Barclays, Banco Santander,
BNP Paribas; and Credit Suisse.

n Man Group saw a 27% drop in
pretax profit to $541 million ($778
million) for the year ended March
31, underscoring the fact many
managers are still trying to re-

build their businesses—and help-
ing explain the U.K. firm’s recently
announced $1.6 billion acquisition
of GLG Partners.

n China Investment Corp. was
told by the French government it
wasn’t a welcome investor in a
French company, the Chinese sov-
ereign wealth fund’s head said.

n Deutsche Börse’s CEO said a
ban on “naked” short-selling of
stocks and derivatives is “unsuit-
able” to prevent undesired specu-
lation against shares.

n EFG Eurobank Ergasias,
Greece’s second-largest lender by
assets, said first-quarter net profit
came in at €16 million ($20 mil-
lion), weighed down by a tax
charge and higher provisions.

n Alpha Bank, Greece’s third-larg-
est lender by assets, swung to a
first-quarter loss of €10.4 million
($13 million) because of a large
one-off tax and higher provisions
for bad loans, but said it was now
placed to weather the storm de-
spite continuing uncertainty.

n GIC Real Estate, the real-estate
arm of Government of Singapore

Investment Corp., is looking to
raise a minimum $1 billion from
an initial public offering in Sin-
gapore of some of its overseas as-
sets later this year.

i i i

Metals

n Norilsk Nickel’s board decided
to pay its shareholders $1.33 bil-
lion, or a half of the company’s
2009 net profit, as a dividend.
The share is higher than that en-
visaged by Norilsk’s dividend pol-
icy, but below the level proposed
by aluminum producer UC Rusal,
which owns a 25% stake in the
Russian miner.

i i i

Pharmaceuticals

n Pfizer plans to prematurely
halt a clinical trial of hypertension
drug Inspra because the data so
far suggest it is effective at reduc-
ing the risk of cardiovascular
death or hospitalization for heart
failure in certain patients.

i i i

Retail

n Wal-Mart Stores’ Asda Group

has agreed to buy the U.K. stores
of discount-supermarket group
Netto Foodstores for £778 million
($1.12 billion), in a bid to
strengthen its position as the
U.K.’s No. 2 food retailer.

n Costco Wholesale said earnings
rose 46% to $306 million in the
quarter ended May 9 as sales rose
13% and due to a lack of charges
that weighed on last year’s result.

i i i

Technology

n Microsoft CEO Steve Ballmer
dismissed questions about the
software giant’s loss of the title of
most valuable technology com-
pany to rival Apple. Instead, he
said the company is focused more
on launching new products and
improving its profitability.

n Hon Hai Precision Industry has
been weighing the possibility of
increasing wages for its factory
workers in China but the consider-
ation isn’t related to the recent
spate of suicides by employees in
its giant Shenzhen operation.
Thursday another worker at-
tempted suicide.

n Lenovo Group, China’s largest
personal-computer maker by ship-
ment, said it swung to a net profit
of $129.4 million for the 12
months ended March 31, due
largely to cost control and robust
sales in its home market, but
warned that margins will remain
under pressure due to rising com-
ponent costs.

n Acer revealed its first e-reader
and touchscreen tablet computer,
as the world’s No. 2 personal-com-
puter maker sought to bolster its
presence in the increasingly com-
petitive consumer-gadgets market.

n Sony said it will release its
electronic-book reader in Japan
by the end of this year and set up
an e-book content distribution
business with three local compa-
nies, as the country’s market for
electronic books looks set to take
off on the eve of the domestic
launch of Apple’s iPad.

n Apple begins its European push
Friday, launching the iPad in the
U.K., France, Italy, Spain, Switzer-
land and Germany, which will be
followed in July in Austria, Bel-
gium, Ireland, Luxembourg and
the Netherlands.

n Applied Materials, the world’s
biggest supplier of machines that
make solar panels and computer
chips, said China remains a bright
spot for the company, propping up
global sales even as parts of Eu-
rope remain at risk.

i i i

Telecommunications

n Orascom Telecom would con-
sider a bid for U.K.-based Voda-
fone’s 55% stake in its Egyptian
unit, if it was put up for sale.

n Kyivstar’s merger with Russia’s
second-largest mobile operator Vi-
mpelCom won’t be decided for at
least a month because Ukraine’s
competition watchdog has said it
needs more time to reach a new
verdict regarding the deal.

BUSINESS WATCH

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

Deutsche Bank CEO Josef Ackermann speaks at the bank’s meeting, where shareholders voted to approve measures,
including compensation-system changes, that allow it to align bonuses better with its performance. The move follows
public anger about pay, which critics say exacerbated the financial crisis by distorting bankers’ incentives for taking risks.
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Deutsche Bank shareholders approve measures at annual meeting
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France targets Google on video search
PARIS—A technology consortium

funded by the French government
unveiled multimedia search tools
Thursday, as part of a scaled-back
attempt to challenge the dominance
of U.S. search engines.

Quaero, which was set up two
years ago, showed off software that
converts spoken language into writ-
ten text; a program that synchro-
nizes electronic books to audio
books; and an automatic translation
device that turns German into Eng-
lish (though not into French).

“If you want to respond to the
U.S. technological invasion, then you
have to master your own technol-
ogy,” said Pieter van der Linden,
chief co-coordinator of the Quaero
project. But he said the aim was to
create specialist applications and
encourage research in the sector,
rather than replace existing search
engines. “Quaero is not about creat-
ing a single search engine with a
name like Quaero.com. It’s about
sharing resources.”

The project was started four
years ago by the French and German
governments, and France’s then-
President Jacques Chirac said they
would “take up the global challenge
posed by Google and Yahoo.” The
venture was christened Quaero—
Latin for “I seek.”

The thinking was that Internet
users would increasingly search au-
dio and video clips for content,
much as they now search for words.
In keeping with the French “diri-
giste,” or government-directed, ap-

proach to business, the government,
not the private sector, spearheaded
the project. Mr. Chirac even saw it
as similar to the Airbus project in
that it encompasses both French and
German input.

However, Germany quietly pulled
out of the project in 2007 because it
disagreed with the French plan to
push for a multimedia search sys-
tem, rather than focus on a better
text-based search system. France set
up the consortium in 2008 with a
five-year budget of €199 million
($242.6 million), half from the
French state and the other half from
private partners, including France
Télécom SA and media-technology

group Technicolor SA.
Quaero groups some 26 partners,

mostly French businesses and uni-
versities, which share research. The
government hopes Quaero will nur-
ture smaller French technology com-
panies. So far, the software is aimed
at the French market.

“We support it because it pro-
motes skills within France,” said Do-
minique Dubuisson, the deputy head
of industrial strategic innovation at
the government investment fund
Oseo. “The aim is to accelerate col-
laboration and development.”

For example, Exalead SA, a
French software provider and a
member of Quaero, used its part-

ners’ expertise to create a program
that searches for keywords in a
video. It then turns the sounds into
text, which can be searched for a
keyword. This technology is now be-
ing used on the French president’s
Web site.

Many other programs are still
being developed, and some will be
available for commercial use.

Google launched a similar project
called Google Audio Indexing two
years ago but hasn’t yet come out
with an application. A spokesman
couldn’t immediately comment.

“It’s hard to grow in Europe,”
said Jean-Marc Lazard, the head of
strategic projects at Exalead. “The

project helped speed our develop-
ment and grow abroad.” The com-
pany has just opened an office in
San Francisco, he said.

Ms. Dubuisson said that she
doesn’t know if Oseo will get back
any of the €99 million it invested,
but hopes some of the smaller com-
panies will generate profit in 2011.

As for challenging Google, as the
French government wanted to do,
Quaero’s current managers have
more modest ambitions than Mr.
Chirac. When the former president
said France was going to take on
Google, Mr. van der Linden said, he
and other politicians “oversimplified
the message.”

BY MAX COLCHESTER

Quaero technology transcribes voice into text, as seen, left, on France 24. It also can search for the word “Carla” in videotapes of the French president’s speeches.
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French protest plan to raise retirement age
PARIS—French labor unions used

a nationwide protest on Thursday to
voice opposition to government
plans to increase the minimum re-
tirement age from 60.

Tens of thousands of workers,
including teachers, air-traffic con-
trollers and museum wardens as
well as some private-sector workers,
joined rallies in spite of heavy rain.
Rallies took place from Marseille in
the south to Caen in the north.

“We’re seeing the highest mobili-
zation since the start of the year,”
said François Chérèque, head of the
umbrella union CFDT, during a rally
in Paris. “The government must re-
visit its plan.”

Government spokesman Luc Cha-
tel said the turnout at the demon-
strations was “low.”

President Nicolas Sarkozy says
French people can’t afford to retire
earlier than most of their European
Union neighbors, who have cut pen-
sion benefits or raised future retire-
ment ages in accordance with rising
life expectancies.

The annual deficit of France’s
state-run pension funds could ex-
ceed €100 billion ($122 billion) by
2050, from an estimated €10 billion

this year, according to a council ad-
vising the French government.

Targeted by Mr. Sarkozy as a na-
tional priority, the proposed pension
overhaul is regarded as a key test of
France’s ability to preserve a gener-
ous social welfare system without
piling up debt.

Although the government hasn’t
yet released details of a plan, it has
made clear it wants people to work
longer and retire later to help fi-
nance the pension system’s growing
shortfall. A pension bill could be
drafted in July and presented in
September to Parliament, where Mr.
Sarkozy’s ruling UMP party has a
majority.

“The main response to demo-
graphic imbalances should be demo-
graphic,” Labor Minister Eric Wo-
erth said last week.

Economists say that raising the
retirement age and the number of
years workers contribute to the
state-run system would only halve
its shortfall. A rise in payroll taxes
is inevitable, they say, unless pen-
sioners agree to receive signifi-
cantly lower pensions.

Most union leaders, including
Mr. Chérèque, say the 60-year mark
is “non-negotiable.”

France reduced the minimum re-
tirement age to 60 from 65 in 1983
under Socialist President François
Mitterrand. The move was seen by
unions as a major social victory,
ranking with five-week holidays, a
minimum wage and the 35-hour
workweek.

Socialist Party leader Martine
Aubry has said that, if Mr. Sarkozy
raises the retirement age, she would
bring it back down again if elected
president in 2012.

BY DAVID GAUTHIER-VILLARS

A band of musicians in Paris takes part in national protests, called by labor unions, against a planned pension overhaul.
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President Sarkozy, for whom
pension overhaul is a priority,
says French people can’t
afford to retire earlier than
their European neighbors.
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Europe

n U.S. Treasury Secretary Timo-
thy Geithner, meeting German Fi-
nance Minister Wolfgang
Schäuble, said there was a shared
interest in creating a global ap-
proach to financial-system re-
structuring, but warned against
drafting policies that are counter-
productive and could push activi-
ties outside of market oversight.
n Europe and the U.S. need to
work more closely to tighten fi-
nancial regulation, but their solu-
tions won’t necessarily be perfect
parallels, Schäuble said.

n German Chancellor Angela
Merkel said Europe’s largest econ-
omy was committed to the stabil-
ity of the euro and leapt to the
troubled currency’s defense, say-
ing it had been and would con-
tinue to be a success story.

n French labor unions used a na-
tionwide protest to voice opposi-
tion to government plans to in-
crease the minimum retirement
age from 60.

n Spain’s government got ap-
proval for €15 billion ($18.4 bil-
lion) of additional budget cuts this
year and next in a key parliamen-
tary vote by the narrowest of
margins: a single vote.
n The Bank of Spain will force
the country’s banks to recognize
losses faster in an effort to accel-
erate the cleanup of a financial
system straining after the collapse
of a decade-long housing boom.

n Denmark is being forced to
work increasingly hard to main-
tain its currency’s peg to the euro
because of euro-zone stresses.

n U.K. retailers’ sales volume
slumped in May to the lowest
level since March 2009, while re-
tailers’ business confidence and
investment intentions also fell.

n Russian and U.S. officials have
adopted a plan for renewing the

billion-dollar-a-year trade of poul-
try between the two countries, re-
moving a key stumbling block to
Russia’s accession to the World
Trade Organization.

n The EU is ending visa require-
ments for Bosnia and Albania, two
Balkan states where citizens had
to wait for weeks to be allowed
entry into the 27-nation bloc.

n Belarus said it is ready to give
up control of state-owned energy
assets in return for lower oil and
gas prices from Russia—a pro-
posal a Russian government
spokesman described as “not
bad.”

n Poland's former prime minister
and current IMF department di-
rector, Marek Belka, will be put
forward for the post of central
bank governor.

n In Europe, air passenger traffic
last month dropped 12% after
clouds of volcanic ash caused by
volcanic eruptions in Iceland
forced the closure of airspace
across much of the continent for
six days, IATA said.

n The EU was criticized by rights
group Amnesty International,
which said the EU isn’t living up
to its commitments on human
rights, citing the bloc’s tolerance
of the CIA’s rendition flights and
secret detention program.

n The European Commission re-
vised its antitrust rules for car
sales and repairs, making it
harder for auto makers to dictate
where cars are fixed and which
spare parts are used.

n German officials say they are
confident reinforced dikes will
hold as flooding on the Oder river
along the border with Poland ap-
proaches its peak.

i i i

U.S.

n The Obama administration, un-
der pressure to act over the Gulf

of Mexico oil disaster, said it will
suspend consideration of any ap-
plications for exploratory drilling
for oil in the Arctic until 2011 and
said that a moratorium on permits
to drill new deepwater wells will
continue for six months.
n U.S. scientists significantly
raised the estimate of how much
oil has been leaking from a dam-
aged well and the figures signal
that the disaster is at least as big
as the Exxon Valdez spill two de-
cades ago, and could perhaps dou-
ble it in size.

n Congress and NASA continue
to spar over the agency’s explora-
tion priorities, even as new bud-
get projections and agency per-
sonnel shifts announced
Wednesday riled lawmakers who
vowed to block White House pro-
posals to outsource manned mis-
sions to commercial operators.

n A New York financial adviser to
the rich and the famous, Kenneth
I. Starr, was accused of running a
$30 million investment fraud and
using the funds to enrich himself
and friends, including a former
New York City politician.

i i i

Americas

n Jamaican police say at least 73
people have died as security
forces hunt for a reputed drug
lord wanted by the U.S.

i i i

Asia

n China’s foreign-exchange regu-
lator, in an unusual clarification,
denied that it is reviewing its
holdings of euro-zone debt, saying
Europe will remain one of the key
investment markets for China’s
foreign-exchange reserves of
nearly $2.5 trillion, the world’s
biggest, despite the euro-zone
debt crisis.

n Japanese lawmakers moved to
tighten restrictions on North Ko-
rea, in a move that signals Tokyo’s
desire to remain a strong and reli-

able U.S. partner following
months of acrimony over U.S.
troop deployments.

n North Korea announced it will
scrap an accord aimed at prevent-
ing accidental naval clashes with
South Korea in retaliation for
Seoul blaming Pyongyang for a
torpedo attack that sank a South
Korean warship.

n Japanese exports rose 40.4% in
April from the previous year to
5.889 trillion yen ($65.25 billion).
The increase adds to hopes that
solid overseas demand may keep
fueling the country’s export-led
economic recovery.

n India is creating an indepen-
dent council to monitor aviation
safety issues and investigate acci-
dents, a move that comes after a
jetliner crash May 22 that killed
158 people.

n South Korea’s antitrust regula-
tor said it is imposing a combined
120 billion won ($97 million) fine
on 19 airline companies for unfair
trading practices, while warning
two more to stop the unfair trade.

n Nepal’s leading politicians said
they will miss a crucial deadline
of midnight Friday to give South
Asia’s youngest republic a new
constitution aimed at institution-
alizing democracy, restructuring
the state and concluding a four-
year-old peace process that
brought Maoist rebels into the po-
litical mainstream.

i i i

Middle East

n Israeli Prime Minister Ben-
jamin Netanyahu said it is time to
move to direct talks with the Pal-
estinians and will discuss with
President Barack Obama in Wash-
ington next week.

n Israel indicted two activists
from its Arab minority for alleg-
edly spying for the Lebanese mili-
tant group Hezbollah, deepening a
case that has raised tensions with

the country’s Arab minority.
n Kuwait has embarked on plans
to develop its first-ever privately
managed power and desalination
plant, inviting developers to ex-
press interest in bidding for the
project in early June as the oil-
rich country follows a model well-
tested by other states in the Per-
sian Gulf region.

i i i

Africa

n In South Africa, a nearly three-
week strike that had paralyzed
ports and freight rail was called
off after members of another la-
bor union signed up to a new pay
agreement.

n Zimbabwe is close to receiving
approval for exports from a con-
troversial diamond field, despite
reports of soldiers attacking and
raping miners who panned for the
stones and government officials
profiting from their sale, an inter-
national diamond monitor said.

n Sudan’s President Omar al-
Bashir was sworn in for another
five-year term after an election
marred by boycotts and fraud alle-
gations, the only head of state to
be re-elected while facing an in-
ternational arrest warrant for war
crimes.

n Across Africa, international do-
nors are cutting back on AIDS
support, hurting the fight against
the epidemic across the continent,
an international medical aid group
said.

n In Egypt, as politicians gird for
an electoral season starting this
autumn, and culminating in a
presidential poll next year, the
country’s opposition parties are
suffering their worst crisis of con-
fidence in decades.

WORLD WATCH

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

Dozens of World War II-era ships crossed the English Channel to mark the 70th anniversary of Operation Dynamo, the evacuation of troops trapped in France by advancing Nazi forces.

The ‘Little Ships’ cross the English Channel 70 years after the wartime evacuation of Dunkirk

Press Association
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Geithner urges coordinated reform
U.S. Treasury Secretary calls on Germany and Europe to ‘balance’ measures on financial rules and budget cuts

BERLIN—U.S. Treasury Secretary
Timothy Geithner called on Germany
and Europe to support global eco-
nomic growth by cutting budget def-
icits judiciously, and to avoid unco-
ordinated steps on financial
regulation that undermine fragile
confidence in financial markets.

Mr. Geithner, meeting with Ger-
man Finance Minister Wolfgang
Schäuble Thursday, said leading
economies’ policies on deficit-cut-
ting and on regulation need to be
“balanced.”

“We all understand that part of
recovery, part of growth, is to make
sure that we make clear and credible
commitments to restore gravity to
our fiscal positions over time,” Mr.
Geithner told reporters. “But we’re
also working to make sure our econ-
omies are growing,” he said.

Germany has faced U.S. criticism
recently for pressing much of Eu-
rope to pursue austerity policies,
which U.S. officials fear could under-
mine an already weak recovery in a
key region of the global economy.

However, Mr. Geithner and his
German counterpart appeared to
move closer on managing the global
crisis at Thursday’s meeting, as the
U.S. delegation acknowledged that
Germany has done more than is of-
ten recognized abroad to prop up
economic demand in Europe.

Mr. Schäuble told reporters that
the debt crisis in Greece and inves-
tor fears of contagion to other weak
euro-zone economies make it imper-
ative that members of the currency
bloc sign on to tough debt limits,
even though the economic recovery
is in its early stages.

The German finance minister
said his country, with its aging pop-
ulation and rising associated long-
term costs, has less room for fiscal
maneuver than the U.S. But he also
said deficits “must be reduced in a
measured way,” acknowledging the
danger of choking off recovery.

The Berlin meeting was held at

the end of a two-day trip through
Europe for Mr. Geithner as he en-
couraged officials here to push for-
ward on a measured restructuring of
the financial system and to encour-
age growth while cutting deficits
through fiscal reform.

Mr. Geithner met U.K. Chancellor
of the Exchequer George Osborne in
London Wednesday before dining in
Frankfurt with European Central
Bank President Jean-Claude Trichet.
He had earlier met with Chinese of-
ficials in Beijing.

The Treasury Secretary’s tour
came ahead of talks between finance
chiefs of the Group of 20 leading
economies in South Korea next
weekend, and a summit of G-20
leaders in Canada in June. Both
meetings are due to discuss the glo-
bal economy and financial-sector

regulation.
Thursday’s meeting in Berlin was

a conspicuous show of harmony. “I
have enormous respect for Germany
and enormous confidence” in its
leadership of Europe’s financial re-
structuring, Mr. Geithner said. “We
share a common interest in making
sure we’re working closely together
to reinforce this global recovery and
to work together to put in place a
strong framework for global re-
form.”

He said the U.S. and Europe are
in broad agreement on “putting in
place more conservative constraints
on [financial-sector] risk taking,
more conservative capital require-
ments, and bringing transparency to
derivatives markets,” but he ac-
knowledged that “we’re going to
have slightly different approaches.”

Mr. Geithner warned that reform
should be “designed carefully in a
way that makes the system more
stable in the future but doesn’t cre-
ate financial headwinds to recov-
ery.”

In recent days U.S. officials have
privately criticized Germany for its
surprise move last week to ban
some kinds of financial betting
against euro-zone government
bonds, including so-called naked
short-selling. The move sparked
concern in Washington that uncoor-
dinated intervention by govern-
ments could damage market confi-
dence and spook investors.

Mr. Schäuble said Thursday that
Europe and the U.S. need to work
more closely to tighten financial
regulation, but that their solutions
won’t necessarily be identical. He

defended Germany’s short-selling
restrictions and its plan to pursue a
broader ban on naked short-selling
of all German stocks. “I know the
American approach is somewhat dif-
ferent,” he said.

German officials privately say
they were under domestic political
pressure to clamp down on financial
speculation against euro-zone gov-
ernments, in order to secure German
parliamentary approval for the Eu-
ropean Union’s nearly $1 trillion
bailout fund for struggling euro
members.

Mr. Schäuble added that Ger-
many needed to move faster than
the European Union, which plans to
review short selling regulations in
October, and that Germany’s new re-
strictions could eventually be incor-
porated into wider EU regulations.

BY IAN TALLEY
AND PATRICK MCGROARTY

U.S. Treasury Secretary Timothy Geithner, above, held a news conference Thursday in Berlin, where he met with German Finance Minister Wolfgang Schäuble.
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Spain cuts budget, steps up pressure on banks
weighing on the euro. The Wall
Street Journal reported Tuesday
that banking giant Banco Bilbao Viz-
caya Argentaria could face difficulty
in refinancing $1 billion in commer-
cial paper.

Earlier this month, as the finan-
cial crisis that started in Greece
spread, European Union leaders put
together a giant euro-zone financial

Continued from first page backstop designed in part to ease in-
vestor concern toward Spain and
Portugal. In return, it asked these
countries for new budget cuts.

Thursday’s vote underlined the
political cost for Mr. Zapatero’s mi-
nority government of measures that
include a 5% cut in public-sector
wages and a freezing of pensions
next year. The measures passed by
just one vote, with Mr. Zapatero’s
Socialist Party voting in favor and
all others against or abstaining.

In the parliamentary debate that
preceded the vote, Mariano Rajoy,
leader of the Popular Party, said Mr.
Zapatero was Spain’s biggest prob-
lem and he couldn’t support him or
his economic policies.

Outside Parliament, Spain’s two
largest unions, Comisiones Obreras
and Union General de Trabajadores,
huddled to discuss the austerity
measures as well as an overhaul of
labor laws they are negotiating with
business groups. The government
has given the two sides until May 31
to reach an agreement, signaling it
will impose reform if they don’t.

After their meeting, union leaders

said they would call a general strike
if the government passes an over-
haul that undermines workers’
rights. They have already called a
public-sector strike for June 8 to
protest the austerity measures.

Raj Badiani, economist at IHS
Global Insight, applauded the gov-
ernment for pushing through its
austerity measures despite strong
opposition.

“The government needs to dem-
onstrate a strong control of the situ-
ation, helping to ease market fears
that the current administration will
be unable to deliver better fiscal dis-
cipline or implement effective labor-
market reform,” he said.

The International Monetary Fund
said earlier this week Spain’s labor
market needs “radical” overhauls to
stimulate growth and to lower its
historically high unemployment rate.

Likewise, the Bank of Spain’s pro-
posals also won kudos from inves-
tors. The central bank said it wants
Spanish lenders to set aside provi-
sions for the full value of each bad
loan one year after it has soured.
Banks currently have to provision

gradually over a period of between
two and six years. It also raised pro-
visioning requirements for real-es-
tate assets that lenders hold on their
balance sheets.

Analysts said the move may pro-
vide much-needed transparency to a
sector that is under intense scrutiny

from international investors who are
worried about a fallout from the re-
structuring of fragile savings banks.
Mutually owned and with close ties
to local communities, these institu-
tions are bearing the brunt of the
collapse of Spain’s housing boom.

Bankers also suggested that the
move may accelerate merger activity
among these lenders, many of which
were unprofitable in the last quarter
of 2009.

The government has said around
two-thirds of Spain’s 45 savings
banks are so weakened that they
should merge with strong peers. The
central bank is threatening to take
over those that don’t.

“These changes of regulation are,
if implemented, one of the most im-
portant points related to Spanish
banks we have seen in years,” said
Santiago Lopez Diaz, a bank analyst
at Credit Suisse. “The measures
could be the last straw for several
institutions in terms of profitability,
which is going to accelerate consoli-
dation in the sector.”

—Leire Barrera
contributed to this article.

Source: Bank of Spain

Coming clean
New rules will require the banks to
recognize losses on delinquent
loans in 12 months compared to 24
to 72 months currently

Period of
delinquency

Up to 6 months
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More than 12 months

Percent of value
that must be
provisioned
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75

100

Source: Spanish finance ministry

Road to austerity
Spain’s government estimates
of the budget deficit as a
percentage of GDP
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A funny thing on the way to City Hall?
Comedian-turned-candidate taps Icelanders’ frustrations with absurdist campaign that could make him mayor

J ON GNARR, leader of Iceland’s
newest and most offbeat po-
litical party, promises various

changes if he is elected mayor of
Reykjavik: a polar bear for the
city’s petting zoo; palm trees for
its icy waterfront; free towels at
its swimming pools; a rearrange-
ment of statues; and a commit-
ment to “sustainable transpar-
ency.”

These aren’t exactly pressing
issues for a city reeling from one
of the biggest financial meltdowns
in history. And yet, according to
polls that have sent shock waves
through the Icelandic political es-
tablishment, Mr. Gnarr, a popular
radio host, conceptual artist and
comedian, is poised to win Satur-
day’s municipal election here.

With its special brand of absur-
dist nihilism, and under a slogan
that loosely translates to “What-
ever Works!” Mr. Gnarr’s Best
Party is tapping into the national
protest mood.

Residents of this nation of
320,000 were incensed when a re-
cent parliamentary report exposed
the close relationships that ex-
isted between politicians and the
brash bankers who fueled a colos-
sal credit bubble that laid waste
to the country’s economy in 2008.

Icelanders’ confidence in their
leaders is a major casualty of all
this, something of which the new
government is acutely aware.

“One of our most important
things to address is to recreate
some understanding and trust,”
said Finance Minister Steingrimur
Sigfusson, the leader of the Left-
Green Movement, citing the par-
liamentary inquiry as a means to
address this. “It showed the sin-
cerity, [and] that we are deter-
mined to investigate, to find out
the truth.”

Now, many are embracing Mr.
Gnarr’s campaign as a way to send
a message that they will no longer
tolerate the politics-as-usual that
led to the financial disaster. Mr.
Gnarr and the party say they have
been sincere since the start of the
campaign in their goal of taking
office if elected.

In fact, so many of them have
embraced the Bests’ message that
a recent poll by market researcher
MMR projected the party to win
36% of the vote and six seats in
the Reykjavik council, more than
any of the four traditional parties.
That would put Mr. Gnarr in posi-
tion to become mayor, a post that
has in the past been a launching
pad for national leadership.

“I just like the idea of giving
traditional politics the finger,”
said Kristjan Arngrimsson, a jun-
ior-college philosophy teacher. He
plans to vote for the Best Party on
the grounds that it will allow “a
transition period” within which
the nation can figure out “a new
way to do politics.”

The established parties aren’t
amused. “The joke has gone too
far,” wrote Olina Porvardardottir,
a member of Parliament from the
Social Democratic Alliance, in a
blog. Her party has governed Ice-
land in coalition with the Left-
Green Movement since elections
in the wake of the crisis last year,
when voters ended the Indepen-
dent Party’s 18 years in power.

Other Icelanders worry that
the new, cynical turn taken by this
well-educated electorate could
someday put the leadership of the
country in the hands of
clowns—right as economic hard-
ship is testing the tiny nation’s so-
cial cohesion like never before.
“Are we not going to fight for
something important? Are we not
going to take ourselves seri-
ously?” wrote another blogger,
Hjalmar Sveinsson.

But the Best Party insists it is
serious. “People keep waiting for
the punch line,” said Heida Kristin
Helgadottir, Mr. Gnarr’s campaign
manager. “But I take my job very
seriously. I find it to be a very se-
rious way to take a stand against
a system that is completely ru-
ined.”

Mr. Gnarr is asserting his can-
didacy with something of a split
personality, shifting between his
campaign persona, a simpleton
who wants to be elected because
he needs “a steady job” and be-
cause “the mayor’s desk is very
nice,” and the professional satirist
behind it.

“The Best Party has many lay-
ers,” he said. “Publicly we often
behave like clowns, but we are ac-
tually very bright people.”

He said he treats the satire as
a way to open people’s eyes to the
failure of the Icelandic political
system. “I consider everyone in a
political party to be false and
codependent,” Mr. Gnarr said.

Mr. Gnarr is a product of the
economic dislocation Iceland has
suffered. Before the global finan-
cial crisis upended them in the fall
of 2008, Icelandic banks had
grown exponentially in the pre-
ceding decade to attain an asset
base valued at more than 10 times
their country’s gross domestic
product. But when the banks col-
lapsed—along with the domestic
currency, the krona—the effect
was devastating. Unemployment is
now at 9%—an unprecedented fig-
ure for the country, where work
was always available—and every-
where people are saddled with
loans worth twice the value of the
homes or cars that they financed.

What is more, the government
has pledged to guarantee a $5 bil-
lion compensation payment to the
U.K. and the Netherlands covering
insurance payouts to savers from
those countries who deposited
money with a failed Icelandic
bank known as Icesave. Angry at
having to cover the excesses of a
private bank, 93% of voters re-
jected the compensation plan in a
referendum held in January, and
the matter remains in limbo.

Icelanders’ loss of trust is pro-
viding fertile ground for Mr.
Gnarr.

When pressed during a debate
whether he would step down and
let the real politicians continue
the campaign, the comedian first
said he had become bored and so
would indeed step down. But he
quickly recanted, saying “I’m only
joking, and I have arisen from the
ashes like the bird, Felix.”

The joke seemed to go over
some commentators’ heads. They
began questioning whether Mr.
Gnarr knew that the mythical
bird’s name was Phoenix, not Fe-
lix. “I really love this. To be play-
ing with their minds gives me
such a pleasure” said Mr. Gnarr.

BY MICHAEL CASEY
Reykjavik

Icelanders frustrated by the country’s economic downturn have embraced Jon Gnarr’s offbeat campaign message.
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SPORT

It’s just over a fortnight until
England and the U.S. meet at
the World Cup in South Africa;
before then, the Group C rivals
have friendlies this weekend
that both are anticipated to
win.

U.S. coach Bob Bradley will
expect his team to make a
swift recovery when it faces
Turkey following a disappoint-
ing 4-2 defeat to the Czech Re-
public earlier this week. Turkey
finished third at the 2002 finals
but hasn’t reached another
tournament since.

Turkey beat the Czechs 2-1
last Saturday on American soil,
which suggests the team could
have the measure of the U.S.
However, Mr. Bradley left out a
number of starters for the de-
feat in East Hartford, Conn.
With players such as Carlos Bo-
canegra, Clint Dempsey, Jozy
Altidore and Landon Donovan
expected to return, the team
looks the better bet to claim
victory at 11/10 than does Tur-
key at 9/4.

England beat Mexico 3-1 on
Monday, but the performance
left head coach Fabio Capello
with more questions than an-
swers ahead of Sunday’s clash
with Japan in Graz, Austria.
Against weaker opposition, he
will demand an improvement
and can also call on several
first-teamers who rested last
time out. John Terry, Ashley
Cole and Frank Lampard should
start and David James and Joe
Cole will likely play a part.

England is a short-priced fa-
vorite at 3/10 and an authorita-
tive display is expected. Con-
sider backing the
England/England double result
in the half-time/full-time mar-
ket at 17/20 with William Hill.

Tip of the day

800

Source: PaddockTalk

England’s Frank Lampard
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Clermont try, try, tries again
Rugby club is preparing for its 11th French championship final, still seeks its first win

In sport, it’s the near misses that
hurt the most.

It’s not the times that your team
simply does badly, but those when
they do well enough to keep you be-
lieving—right up to the final, devas-
tating disappointment.

No sports fans have been more
famously tantalized than those of
baseball’s Boston Red Sox, starved
of a World Series victory between
1918 and 2004. Over those 86 years,
the worst seasons weren’t those
when the team was mediocre, but
the four when the Sox were good
enough to keep hope alive until the
final match of the year—game seven
of the World Series— but still lost.

But compared to the fans of
rugby’s Clermont Auvergne, Red Sox
Nation had it easy in the game of
hopes raised, then thwarted. While
Boston lost only four finals—and
had several victories buried back
deep in its history—Clermont is pre-
paring to play in its 11th French
championship final this weekend,
when it faces reigning champion
Perpignan in the first repeat final
since 1939. It still seeking its first
win.

The sequence of defeats dates
back to a first appearance in 1936
and has gathered momentum in re-
cent years: Clermont has reached
and lost the final in each of the last
three seasons.

“I came to Clermont to experi-
ence moments like that,” said
scrum-half Morgan Parra this week.
“Now, I’d like to win.”

Clermont’s record of futility is
almost unmatched in top-class
sport. The Brooklyn Dodgers lost
seven World Series before they fi-
nally won in 1955. In football,

Dundee United played six losing
Scottish Cup finals in 18 seasons be-
fore breaking through at last in
1994. Even the snooker player
Jimmy White stopped short at six
losing World Championship finals.

But Clermont has experienced all
manner of defeats. It’s lost to the gi-
ants of French rugby, with four of
those defeats among the record 17
victories piled up by Toulouse. It’s
also been tripped up by up-
starts—the victories by Vienne in
1937 and La Voulte in 1970 were
strictly one-offs.

Clermont has been ahead at half-
time in four finals and three years

ago had a nine-point advantage with
15 minutes to go, only to be over-
taken two minutes before the whis-
tle.

They’ve even fallen victim to po-
litical fervor, in their first-ever final
in 1936. In a contest played on the
weekend between a general election
and a general strike, Clermont was
the team of the right, funded by lo-
cal industrial giant Michelin. Oppo-
nents Narbonne, from the town that
had elected socialist leader Léon
Blum to the National Assembly, sang
the “Internationale” after sealing a
6-3 victory with a try from Francis
Vals, who went on to become a sig-
nificant leftist.

Perhaps the problem is in the
name: Association sportive montfer-
randaise Clermont Auvergne doesn’t
exactly lend itself to terrace chants.
Until 2004 they were generally
known as Montferrand, the large M
on the shirt a less-than-subtle plug
for Michelin. Changing the name to
Clermont Auvergne has not—as evi-
denced by that hat-trick of final
losses—served to alter their luck.

“Michelin makes perhaps the
best tires in the world, but it
doesn’t know how to be the cham-
pion of French rugby,” the late
France scrum-half Jacques Fouroux
once said.

On a day that traditionally brings
proud representatives from France’s
provinces to Paris to celebrate their
distinctive local cultures, Clermont
on Saturday offer something a little
different. Unlike most of its compet-
itors, Clermont hails from the Mas-
sif Central rather than rugby’s
southern heartlands, but none the
less passionate for that.

“Rugby is absolutely central to
Clermont Ferrand,” said Alex King,
the former England fly-half who
now serves on the Clermont coach-
ing staff. “ It’s woven into the fabric
of the town. Every time you go into
a shop or restaurant, there’s a pic-
ture of the team on the wall.”

Michelin is now a minority part-
ner rather than club proprietor, but
the big-spending traditions estab-
lished under the tire-makers’ owner-
ship lives on. The club’s budget of
€18.9 million ($23.04 million) for
the season is second only to Stade
Francaise’s €21 million among the
clubs in France’s Top-14 competition
and comfortably in excess of the €13
million that it takes to run Satur-
day’s opponent, Perpignan.

Coach Vern Cotter, a brisk New

Zealander, rejects any suggestion
that his club is jinxed.

He can routinely field 14 full in-
ternationals in his starting 15, with
more on the bench. On this occa-
sion, the odd-man out may be the
most important: Australian outside-
half Brock James, the team’s smart
play maker. This season, he will be
spared the added pressure of goal-
kicking by the signing of Mr. Parra,
the brilliant young scrum-half, who
lands penalties with the same cheer-
ful aplomb that he brings to every
other task.

The team has had to battle to get
where they are, as the expansion of
the playoffs to include six contend-
ers forced Clermont to play two
eliminators—a 21-17 win over Rac-
ing Paris followed by an epic 35-29
defeat of Toulon that was possibly
the best club match played any-
where in Europe this season.

The squad mixes 10 nationalities
and a full range of rugby genera-
tions— 37-year-old Argentinian
hooker Mario Ledesma, skipper Au-
rélien Rougerie, 29, and the effer-
vescent 21-year-old Mr. Parra. But
wing Julien Malzieu sees unity in
that diversity: “We are closer-knit
than ever before,” he said.

Perpignan is a tough competitor,
however, and the reigning champion
topped the regular-season stand-
ings. Meanwhile, Clermont is a club
that seems doomed to travel hope-
fully, but never arrive. Few, not even
the most vengefully long-memoried
French leftist, would begrudge the
sight of Mr. Rougerie lifting the
Bouclier de Brennus on Saturday
night.

—Huw Richards is a freelance
journalist and author of “The Red

and the White: The History of
England v. Wales Rugby.”

BY HUW RICHARDS

Clermont’s Napolioni Nalaga is tackled by Perpignan’s Robin Tchale Watchou and lock Rimas Alvares during the French Top-14 match on Sept. 26, 2009.
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The sequence of defeats
dates back to 1936 and has
gathered pace in recent
years: Clermont has reached
and lost the final in each of
the last three seasons..
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EUROPE NEWS

There is one
word that must
not be uttered in
this town:
Restructuring.

When it comes
to the €110 billion they’ve pledged
to Greece, officials of the
European Union and the
International Monetary Fund
insist that a debt default by the
bedraggled country is beyond
contemplation.

“Let’s be very concrete and
precise,” EU President Herman
Van Rompuy said last week. The
Greek package “does not include
any provisions for debt
restructuring.”

But even if Mr. Van Rompuy
won’t talk about it, private
economists sure will.

“At this point, it is very clear
that restructuring is the only
option,” says Lena Komileva of
Tullett Prebon in London.

“Almost certainly, the Greek
debt will have to be restructured
in 12 to 24 months,” says Eswar
Prasad, a former IMF official now
at Cornell University.

And Josef Ackermann, the
chief executive of Deutsche Bank,
said earlier this month he thought
it “doubtful” that Greece would be
able to repay all its borrowings.

Why all the dour faces?
The Greek government had

€273.4 billion in debt at the end
of last year, equivalent to 115.1% of
the country’s gross domestic
product. That ratio will rise
sharply through 2012, since a
yawning budget gap adds more to
the tab each year. There are few
signs that the stagnant Greek
economy will grow anywhere near
fast enough to catch up.

The EU and IMF’s plan, which
involves €80 billion in loans from
the 15 other euro-zone countries
and €30 billion from the IMF, is
enough to keep Greece afloat for a
few years while the country
enacts giant cuts and fiscal
changes. Those, it is hoped, will
make Greece more attractive to
private creditors, and the country
can be eased back into capital
markets.

If Greece’s efforts can pare the
budget gap enough, “then the
debt-to-GDP ratio will start to
recede and there won’t be
questions of sustainability,” said
John Lipsky, the IMF’s No. 2
official, in a conference call the
day the bailout was announced.

The private sector is more
pessimistic, for two main reasons.

First, the cuts are brutal, and it
may be difficult for Greece’s
leaders to sustain them. The plan,
particularly this year and next,
calls for big hikes in taxes and
sharp cuts in wages and payments
for the many civil servants.

Second, even if everything goes
well, the sobering math favors a
restructuring.

Greece in 2009 ran a primary
deficit of €20 billion, which is to
say that even excluding interest
paid on its debt, the government
was €20 billion in the hole. Like a
consumer with living expenses
greater than his salary, Greece

needed to borrow just to keep the
lights on—stopping credit-card
payments wouldn’t solve the
problem.

A default now “would be a
recipe for significant disorder,”
Mr. Lipsky said. But the EU-IMF
program trims the primary deficit.
By 2012, according to IMF
estimates, the primary deficit will
have turned into a surplus of €2.4
billion. At that point, Greece is
borrowing only to deal with
existing debt.

The cost of that debt is
soaring. In 2012, Greece will be
spending €17.1 billion on interest,
up from €11.9 billion last year. In
2014, when Greece’s debt is
projected to peak at €353.8
billion, it will pay €20.4 billion in
interest to creditors. That’s not
far off what it will spend on
government wages.

But that strengthens the Greek
case to reduce the interest
burden. High interest payments
and no primary deficit “are the
exact circumstances,” wrote
Citibank’s Willem Buiter in an
analysis earlier this month, “that
make a default individually
rational for the debtor.”

In 2012 or 2013, with debt
nearly 150% of GDP, “the notion of
paying off banks in Western
Europe is not going to go off very
well” in Greece, says Cornell’s Mr.
Prasad. Especially since “you are
going to have to squeeze social
expenditures so much.”

Ms. Komileva says Greece faces
a “crisis of solvency.” That’s made
clear by investors’ ho-hum
reaction to the European Central
Bank’s pledge to purchase Greek
and other sovereign debt from the
markets. The yield on Greek 10-
year bonds Thursday was 7.82%,
down from pre-bailout levels but
still more than five percentage
points above Germany’s yield.

Insolvent borrowers, Ms.
Komileva says, have three options:
get capital from a lender of last
resort, improve their own
performance or reduce their
liabilities through restructuring.
Greece has already tried the first
two, she says, but they “haven’t
resolved the cause of the
insolvency: lack of growth” and
dire public finances. Another issue
posed by Greece’s mounting debt:
It will, eventually, still need access
to large amounts of private
financing. Of course, that’s what
triggered Greece’s present
problem.

In 2014, after years of painful
cuts, the IMF projects Greece will
need to borrow €70.7 billion and
will have €265 billion in debt to
the private sector—about where it
was in 2009. Except that it will
also owe €85 billion to the EU and
the IMF.

Mr. Prasad, who worked at the
IMF for 16 years, says the Greek
program has bought the country a
year before restructuring. But that
year is “very important,” he says.

For one, it forces the Greeks to
make serious reform steps toward
reform. It gives creditors time to
prepare for a default. And it gives
other weak euro-zone countries
time to work on their finances.

“Spain and Portugal,” Mr.
Prasad says, “have been given a
very clear signal that they have a
year.”

[ Brussels Beat ]

BY CHARLES FORELLE

The arithmetic adds up
to an unspeakable word

Europe banks remain
exposed to U.S. funds

Intensified financing pressures
on European banks this week show
how dependent they remain on
short-term dollar lending by U.S.
money-market funds, a strong sug-
gestion that some important lessons
from the financial crisis haven’t
sunk in.

Meanwhile, the U.S. funds are
heavily invested in Europe’s banks at
a time when they face increasing
challenges because of Greece’s sov-
ereign-debt crisis and worries that it
could spread to other countries in
the euro zone, such as Portugal and
Spain.

The crisis has weighed heavily on
the euro zone’s banks. Many are
heavily exposed to the debt of the
three governments, and austerity
measures being promoted to ease
debt concerns across the region
promise weak growth for years. This
is raising more questions about pri-
vate-sector borrowers.

A report this week by a Royal
Bank of Scotland Group economist
estimated that more than €2 trillion
($2.45 trillion) of debt issued by
governments and companies in
Greece, Spain and Portugal is held
by financial institutions outside
those countries.

“Make no mistake: This is big,”
said Jacques Cailloux, RBS’s chief
European economist and the report’s
author. “We’re talking about sys-
temic risk.” He said the situation is
comparable to the subprime-mort-
gage crisis that originated in the
U.S. but quickly engulfed financial
institutions world-wide due to their
holdings of mortgage-linked securi-
ties.

Such analysis shows that the
euro zone’s financial system is more
interconnected than people had rec-
ognized and shows how problems in
one part of the 16-nation bloc can
spread to banks elsewhere.

The reliance by banks on short-
term dollar funding helped intensify
the financial crisis, because it is po-
tentially unstable and unreliable.
Some European banks need substan-
tial dollar funding to carry out trad-
ing activities, but others may need it
to fund dollar assets that they didn’t
write down after the financial crisis.

On Thursday, Spain moved—be-
latedly, say some analysts—to force
its banks to recognize loan losses
more quickly.

Worries about the knock-on ef-
fects of the Greek crisis have en-
couraged U.S. funds to retreat from
financing European banks, analysts

say, though a swap line from the
Federal Reserve making dollars
available to European central banks
has eased worries about a funding
crisis.

Figures from Moody’s Investors
Service show nearly a third of the
top funds’ $2 trillion in assets were
held at the end of last year with just
16 European banks. Analysts at Bank
of America estimate that 40% of
prime money funds’ holdings are in
European banks. The Moody’s fig-
ures show BNP Paribas, which
needs dollars for a lot of its trading
activities, had roughly $70 billion in
funding from U.S. money funds at
the end of 2009. That would be
equivalent to roughly 2.8% of BNP’s
year-end total liabilities. Another
French bank, Société Générale, has
around $59 billion from U.S. funds,
which would represent about 4.8%
of its total liabilities as of Dec. 31.

To be sure, some of the retreat
from European banks is technical: A
new regulation from the U.S. Securi-
ties and Exchange Commission that
goes into effect Friday has forced
the funds to hold 30% or more of
their assets in short-term paper.

During the financial crisis, Euro-
pean banks piled into government
bonds, believing they would be the
safest assets. Banks were further en-
couraged to hold them because regu-
lators didn’t require them to use up
scarce capital to protect them
against losses.

Now, however, with markets
growing increasingly worried about
the solvency of Greece and other
debt-laden countries, the banks’
bond holdings are threatening to
blow holes in their balance sheets.
The once-unthinkable, a government
default, strikes the markets as in-
creasingly plausible. In one sign of
that shift, the cost of buying insur-
ance on Spanish government bonds
has soared more than 250% in the
past year, according to data provider
Markit Group. Banks and other fi-
nancial institutions across Europe
together are sitting on hundreds of
billions of dollars worth of debt is-
sued by European governments.

The U.K.’s Barclays PLC, for ex-
ample, holds more than £4.9 billion
($7 billion) of Spanish government
bonds. France’s two biggest banks
have €8 billion of Greek sovereign
debt. German banks also hold tens of
billions of euros of Greek govern-
ment bonds.

Such “sovereign bonds” were
long considered virtually risk-free,
and regulators encouraged banks to
invest in such assets as a way to
keep their risk profiles low.

“Many European financial insti-
tutions find themselves holders of
hundreds of billions of euros worth
of risk assets (e.g. Greek government
bonds) that they had held as riskless
assets,” wrote Nazareth Festekjian, a
managing director at Citigroup Inc.,
in a letter this week urging Euro-
pean policy makers to protect banks
from having to write down the val-
ues of their bond holdings to market
prices.

Even if governments don’t de-
fault on their debt, the banks’ bond
holdings are nonetheless shedding
value in the wake of ratings down-
grades and mounting market jitters.
The situation has parallels to the re-
cent credit crisis: As subprime-mort-
gage-related instruments lost value,
banks world-wide had to write down
the values of the securities, saddling
them with crippling losses.

Banks’ vulnerabilities might be
deeper than they appear.

Some analysts and investors be-
lieve that certain European banks
are masking their exposures to trou-
bled countries like Greece by relying
on a type of derivative called credit-
default swaps. The instruments are
designed to serve as an insurance
contract; if Greece defaults on its
debt, for example, the policies pay
out.

The problem is that the CDS
might not provide as much protec-
tion as the banks are hoping. For ex-
ample, if Greece were to voluntarily
restructure its debt, banks could
suffer losses on their bond portfo-
lios, but the CDS contracts might
not be triggered, according to a re-
cent report by analysts at RBC Capi-
tal Markets.

In addition to government debt,
financial institutions are holding
about €1.1 trillion of bonds and
other debt issued by the private sec-
tors in Greece, Spain and Portugal,
according to the RBS study. The out-
look for this debt has also deterio-
rated as prospects for a strong eco-
nomic recovery have weakened,
because of austerity programs and
government debt troubles.

Meanwhile, Spain’s banks fueled
the country’s real-estate boom by
generously doling out loans to devel-
opers and home buyers. The banks
financed those loans borrowing
heavily themselves. Today, foreign
banks and other investors are hold-
ing €770 billion of Spanish banks’
debt, said RBS’s Mr. Cailloux.

That is one reason why the Bank
of Spain’s seizure last weekend of a
midsize regional lender, CajaSur,
fueled the panic among European
banks and investors.

BY STEPHEN FIDLER
AND DAVID ENRICH

A Granada branch of CajaSur, which the Bank of Spain took over last weekend.
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C-SUITE: TRAVEL

Just one bag,
sans wheels,
isall youneed

BY WILLA PLANK

Airlines’ checked-baggage fees
didn’t convince Doug Dyment that
a carry-on was the way to go. The
creator of OneBag.com has been
traveling light for years. “I am, by
training, an engineer, scientist
kind of person,” Mr. Dyment said.
“So naturally if I’m doing all this
traveling, I’m thinking about how
can this be done better, how can it
be done more efficiently?”

WSJ: Why is it important to
travel light?

Mr. Dyment: You don’t have to
pay for people to check [the
luggage]. You don’t have to take
cabs; you can just hop on a tram
or a train or walk. ... Another big
issue—this is especially important
for business readers—it gives you
great flexibility.

WSJ: What are the must-have
things in a packing list?

Mr. Dyment: If you want to be
able to travel weeks at a time
with no more than you can carry
in a bag, you need to think in
advance what are effective things
to take with you on a trip. ... You
need to create a packing list. …
And you say if it’s not on this list,
I’m never going to put it in my
suitcase. And over time, you
change that list as your interests
change, as your skills change.

WSJ: How did you travel with
just one bag, which held a laptop,
to both India and Russia?

Mr. Dyment: That particular
bag was the Air Boss from a
company called Red Oxx in
Montana. … There’s three major
internal sections. I use the middle
section to hold my laptop, power
supply and gear. I usually keep my
toiletries in that section too, and
all my business papers.

WSJ: So you don’t suggest
carrying a separate laptop bag?

Mr. Dyment: Why should I
carry two bags, if I don’t need a
second bag? And a lot of places
won’t let you have two bags.
Mostly in North America they’ll
let you have two bags, but the
minute you leave North America,
they won’t let you get on the
plane with two bags. And they’ll
probably weigh your bags too.

WSJ: Why don’t you favor
wheeled bags?

Mr. Dyment: If you see my
site, you can see a diagram of
what goes inside a bag that has
wheels on it. And there’s a lot of
stuff in there. And that stuff is
heavy, it takes up a lot of space
and it’s prone to breakage. … The
bags I recommend run about three
pounds … and they hold about
25% more, because they aren’t
filled up with all that hardware. …
You need wheels if you don’t
know how to travel light. If you’re
traveling light, you’re carrying
about 20 pounds of stuff. The
average healthy adult should be
able to carry 20 pounds quite
handily through airports.

[ Fast Track ]

Firms change travel tactics
Ash clouds, industrial action push companies to alter the way they plan business trips

An increasing number of dis-
ruptions in air travel—and the
prospect that they aren’t going
away any time soon—is shifting
the way people arrange trips,
bringing about what some say
may be permanent changes to the
business-travel industry.

The threat of ash from Ice-
land’s volcano, which last month
left hundreds of thousands of
travelers stranded around the
world, continues to loom large, as
does the cabin-crew strike at Brit-
ish Airways PLC, where unions
are planning industrial action
through mid-June. Economic and
political turmoil in business desti-
nations like Greece and Thailand
is adding to major upheaval for
frequent-fliers.

“We have quite a lot of head-
line-grabbing incidents at the mo-
ment. It has been extraordinary
times for business travelers for
some time from airspace closures
to strikes,” says Kate Niven, a
travel-underwriting manager at
insurer Aviva PLC. While not all
of those incidents will directly im-
pact the volume of travel, Ms.
Niven said companies will be ex-
ploring alternative ways of con-
ducting their business plans.

Mark Hart, a partner at consul-
tancy firm McKinney Rogers in
the U.K., was in Portugal on his
way back to London the day the
ash cloud closed some of the
country’s biggest airports. Al-
though he travels more than
10,000 miles per year, Mr. Hart
had never dealt with a situation
like this. “We had to respond
quickly because of the immediacy
of the situation,” he said. “We al-
most didn’t make the last flight
into Paris and narrowly missed
hiring the last car to drive back to
Calais.” During the last leg of his
trip back, Mr. Hart and his travel
companions had to take their car
onto a ferry to make it home.

At the end of the epic journey,
the group came back with a

£2,000 ($2,880) bill for travel ex-
penses—and some lessons for the
future. From now on, Mr. Hart,
who used to travel mainly by air,
is thinking about minimizing the
risks ahead of his travels. He is
opting for train journeys between
London and Edinburgh, or taking
the Eurostar between London and
Paris to make sure he reaches cli-
ents on time. “We would consider
driving to the airport in Exeter to
fly from there if other major U.K.
airports are shut down,” he added.

There are more changes in the
way his company is planning trips
abroad. “We usually book plane
tickets a few months in advance
but we are now booking flights
closer to the date and tickets that
are fully refundable,” Mr. Hart
said. For internal company meet-
ings, the firm is using more video-
conferencing tools for trips that
can be done remotely, he said.

Paul Miller, chief executive and
founder of the Intranet Bench-
marking Forum, says the new
wave of disruptions has caused
him to avoid traveling altogether.
“I never use British Airways be-
cause of their industrial action
history, and we have an unofficial
company policy to not do so for
that reason,” he said.

A spokeswoman for the airline
said British Airways is making
sure business travelers are fully
aware of their revised schedules
during the current round of
strikes by Unite union. “We have a
strong relationship with our busi-
ness travelers and we keep con-
stant contact,” she said, adding
that the carrier is still planning a
revised operation for a fresh
strike next month.

Mr. Miller’s company is also
using technology to circumvent
the disruptions. “Our default sys-
tem is to not travel, but use what
we call the digital workplace,” he
said. Although Intranet Bench-
marking Forum employs 40 peo-
ple around the world, there is
only one physical office with five
people in it. “Everyone else works

from home, and we live and
breathe teleconferences, virtual
meetings, phone and video chats,
Twitter, Yammer and goodness
knows what else microblogging
gadgets,” Mr. Miller said.

Some experts believe these
changes are representative of a
more perennial shift in business-
travel patterns. Peter Robinson, a
senior lecturer and events-man-
agement expert at the University
of Wolverhampton in England,
says the use of remote-communi-
cation tools such as Skype has
been on the rise over the past few
years because of a new push to
curtail travel as a result of the fi-
nancial crisis. Extraordinary cir-
cumstances like strikes and volca-
nic ash disruptions “exacerbate”
their use, he added.

Mr. Robinson points to practi-
cal changes in the way companies
plan their business trips. “If you
are a business, these changes
mean a shift in the way you man-
age travel,” he said. “Businesses
will start making sure everybody
who is traveling is taking the best
insurance they possibly can. Com-
panies can also start looking at
hiring people overseas or even
booking a second ticket from an
alternative airport to have a sec-
ond option.”

These changes in habit aren’t
just benefiting technology firms.
High-speed train operators are
profiting too. “It’s extraordinary
how business travelers still go to
Heathrow or Gatwick [airports]
and essentially waste hours there.
You can get to St. Pancras [Inter-
national Train Station] 15 minutes
before the train leaves and spend
two hours of productive time be-
fore you reach your destination,”
said Christian Wolmar, author of
“Blood, Iron and Gold: How the
Railways Transformed the World.”
“The great prejudice is that trains
are slow and old-fashioned. But
[recent disruptions] have been al-
most an advertisement for the
railway and are having a knock-on
effect that I think will last.”

Eurostar, the high-speed pas-
senger rail service, carried
100,000 more people during the
first wave of ash-cloud disrup-
tions than it would have done un-
der normal travel circumstances.
“Over 200 cities in the U.K. have
connecting tracks to the continent
and that meant people started
looking at different travel alterna-
tives,” said a spokeswoman for
the company. “People are rethink-
ing the way they travel as a result
of the recent disasters. Travelers
still want to get on with their
lives, but they want to be more in
control. They want to minimize
the risk.”

Video-conferencing companies
also say business is booming. “De-
mand for our services in the last
six to nine months has risen by
85%” said Doron Youngerwood,
marketing manager for mvision in
the U.K. “Video conferencing will
never replace shaking people’s
hands, but there is a lot of unnec-
essary travel.”

Experts say it is too early to
determine the benefits recent
travel disruptions are having on
other industries. The hotel indus-
try, for one, saw a neutral effect
on its business, since many travel-
ers canceled their bookings but
others who were stranded stayed
longer than planned, industry ex-
perts have said. Car-rental compa-
nies saw an initial jump in de-
mand for cars but also suffered
from cancellations of travelers un-
able to reach their destinations.

While some businesses are
benefitting from the changing na-
ture of travel today, business trav-
elers are finding it difficult to ad-
just to these uncertain times.

James Ash, managing director
of financial-services recruiter Am-
bition U.K., frequently takes long-
haul business trips to Australasia
and says he has grown increas-
ingly nervous of industrial action
that could potentially ruin his
business plans. “My time is pretty
precious and a day wasted is a
great loss,” he said.

BY JAVIER ESPINOZA

Eurostar, the high-speed rail service, carried 100,000 more people during the first wave of ash-cloud disruptions than it would have under normal circumstances.

Associated Press
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Welfare will be target
of U.K. benefit crunch

Britain’s new government on
Thursday promised a “radical re-
form” of public benefits such as un-
employment and disability. This bid
is a key part of the U.K.’s efforts to
trim a worrisomely large budget
deficit—and it depends, to a large
extent, on its ability to rein in pay-
ments to families like the Sussocks.

Emma Sussock, an unemployed
single mother in Liverpool in north-
west England, claims about £120 a
week in various benefit payments
plus free housing from the govern-
ment. The 21-year-old’s mother
hasn’t worked in more than 20 years
and last attended a job interview
five years ago, and Ms. Sussock’s
step-grandfather has been receiving
incapacity benefits since suffering a
heart attack more than 20 years ago.

Most of the people she knew
growing up were welfare claimants,

and she wasn’t spurred to work at
school or look for a career. She says
has worked just one day, behind the
bar in a nightclub, since leaving
school at 16.

Iain Duncan Smith, the U.K.’s new
minister for Work and Pensions, on
Thursday promised “radical reform”
of the country’s welfare system. “A
system that was originally designed
to help support the poorest in soci-
ety is now trapping them in the very
condition it was supposed to allevi-
ate,” he said in a speech.

The U.K. Treasury estimates that
spending on a raft of state bene-
fits—from unemployment compen-
sation and worker disability to gov-
ernment retirement benefits, but
excluding health care—will total
around £200 billion ($288 billion) in
fiscal 2010-2011, about 14% of the
country’s gross domestic product.

While spending as a percentage
of GDP has been inflated by Britain’s
increased unemployment benefits
during the recession, this budget
typically accounts for up to a quar-
ter of public spending. Different
countries classify such spending in
various ways, but the U.K.’s level is
higher than those in the U.S. and

many large Asian economies by
most measures, but is by no means
the largest in Europe.

Now the U.K. is in the same posi-
tion as many other European gov-
ernments—rushing to trim deficits
to stay in the good graces of ratings
agencies and creditors. The U.K.’s
government, for its part, has prom-
ised to simplify a system which cur-
rently covers 51 different benefits.

The new coalition government,
made up of the Conservative and
Liberal Democrat parties, has al-
ready signaled that it plans to make
it tougher for families to abuse wel-
fare benefits. That could help coun-
ter mounting criticism from some
politicians and media sources that
government payouts for the unem-
ployed, incapacitated and others
have given some families a long-
term dependency on state aid.

The government says it will reas-
sess nearly 2 million claims filed an-

nually by those seeking to be classi-
fied as physically incapable of
working. That is almost 7% of the
working population.

At the same time, the new gov-
ernment is expected to target some
benefits that also go to more afflu-
ent residents—such as a benefit that
pays parents £20.30 for a first child
and an additional £13.40 for each
additional child per week, regardless
of the family’s income.

A broader target is pensions. The
government has said it will increase
the age at which people can claim
state pensions, among other
changes, helping to address an un-
funded pension liability that some
analysts believe will soon exceed £1
trillion.

Welfare cuts have already been
announced by several European gov-
ernments, including those in Ireland,
Greece and Spain. Even famously
generous welfare states are looking
at cuts. The Danish government re-
cently announced changes to unem-
ployment benefits and a cap on
overall family welfare payments.

“Across Europe the financial cri-
ses will hasten a shake-up in welfare
reform, particularly in pensions,”

said Julian Le Grand, professor of
public policy at the London School
of Economics.

In Britain, governments have of-
ten talked of welfare reform but
never gotten very far, even as costs
have risen rapidly. “It’s partly be-
cause they are directed at the more
vulnerable, like children and the old
and the poor, and that does arouse
people’s sense of compassion,” said
Prof. Le Grand, who advised the last
Labour government on welfare re-
form.

At the tail end of its 13-year
reign, the Labour government began
seeking more proof that unemploy-
ment-payment recipients were look-
ing for work. On Thursday, Mr. Dun-
can Smith promised to cut benefits
for those unwilling to look for em-
ployment.

Expectations of further shake-
ups have been heightened by the ar-
rival of Mr. Duncan Smith. He is
chairman of the Centre for Social
Justice, a think tank that argues
state aid entrenches poverty by
making people dependent on bene-
fits. It argues for reducing benefits
gradually when people find work.

“For too many people, work sim-
ply does not pay,” Mr. Duncan Smith
said Thursday.

Lee Page, who spent 18 years ei-
ther on benefits or in jail, agrees. On
the state dole, he received unem-
ployment checks and the govern-
ment provided for his housing and
local taxes.

When he found work six years
ago, Mr. Page says, after paying
taxes, housing and travel costs, he
was left with only 15% more than he
would have earned on benefits. He
contemplated returning to benefits,
he says. After two pay raises, he
says, he is now more secure.

“People are frightened to leave
the security of benefits, where your
income may not be high, but it is
guaranteed,” he said.

In Liverpool, Ms. Sussock says
she has been facing increasing de-
mands from benefit administrators
since January. “They said to me, ‘We
will expect to know how you are liv-
ing.’”

Ms. Sussock, who says she last
took a vacation trip when she was
10 years old, says she thinks the
government’s pitch is a good idea
and wishes she had been more moti-
vated herself.

“I don’t want to be on benefits,”
she said. “I want a good house and
to take [my daughter] on holiday.”

BY ALISTAIR MACDONALD

Benefits Cost
The costs for governments of ‘social protection,’ from unemployment benefit to state pensions, have been rising but
differ greatly across the globe.
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British retailing
at 14-month low

LONDON—Sales volume at U.K.
retailers slumped in May to the low-
est level since March 2009, while re-
tailers’ business confidence and in-
vestment intentions also dropped
sharply, a survey by the Confedera-
tion of British Industry showed
Thursday.

The monthly Distributive Trades
Survey’s retail sales balance
dropped to a balance of -18 in May
from +13 in April. The balance is the
difference between the percentage
of retailers reporting higher sales
and those reporting lower sales
compared with a year earlier.

Market participants had been ex-
pecting the balance to rise a little to
+14, according to a survey of econo-
mists last week.

“These retail sales figures for the
early part of May are clearly disap-
pointing, with many sectors failing
to achieve higher sales than a year
ago,” said Ian McCafferty, CBI chief
economic adviser. “Unseasonal poor
weather at the start of the month is
likely to have dented clothing sales
while some signs of slowing mo-
mentum in the housing market may
help to account for the renewed
weakness in sales of big-ticket items
and other household goods.”

The slowdown in spending may
also reflect wider concerns about
the economy and domestic politics.

“It may also be that consumers
were deterred from spending by the
heightened political uncertainty that
resulted in a hung parliament and
coalition government,” said Howard
Archer, chief U.K. and euro-zone
economist for IHS Global Insight.
“Significantly the survey was car-
ried out between 27 April and 12
May.” He was referring to the new

U.K. coalition government that took
five days to form after the May 7
general election because voters
failed to elect a single-party major-
ity government.

The retail survey also showed
that the volume of orders placed
with suppliers fell sharply to a bal-
ance of -24 in May from +1 in April.

For June, the CBI survey also
showed a balance of -15 of retailers
expecting higher sales. Last month,
a balance of +17 were expecting
higher sales in May.

The survey also included some
quarterly questions that showed
that retailers’ confidence regarding
the business situation in the three
months to May fell to a balance of
-5. That compares with +2 in the
three months to February and is the
lowest level since -8 in the three
months to May 2009.

At the same time, retailers’ in-
vestment intentions dropped to a
balance of -13 in the three months
to May from -2 in the three months
to February.

While the survey was completed
before the new Conservative-Liberal
Democrat coalition Government was
formerly agreed and announced, the
weaker level of business confidence
and spending plans probably re-
flected retailers’ concerns over new
government spending cuts and tax
rises as well as the still fragile eco-
nomic recovery.

“Although sales were quite
weak, inflation remains high,” said
Michael Saunders, U.K. analyst for
Citi Group Inc. “The balance for ex-
pected price hikes is the third-high-
est of the last 15 years. With the
weak pound and large gains in im-
port prices over the last 2-3 years,
UK inflation is likely to remain
sticky and well above target.”

BY ILONA BILLINGTON

Russia softens on trade
MOSCOW—Russia said Thursday

it has worked out a plan that would
allow for the resumption of U.S.
poultry trade, halted since January.

The U.S. expressed hope that ex-
ports to Russia would resume soon
but said the two sides are still
working on the issue, a key stum-
bling block in Russia’s accession to
the World Trade Organization.

Russia’s consumer protection
agency, known as Rospotrebnadzor,
agreed on four guidelines for poul-
try trade between the two countries

after talks last week, Rospotrebnad-
zor chief Gennady Onishchenko said,
according to Russian newswires in-
cluding the RIA Novosti service.

The guidelines seek to satisfy the
demands of a Russian law that took
effect in January, banning poultry
treated with a chlorine wash com-
mon in the U.S., as well as U.S. “po-
litical issues,” Mr. Onishchenko said.

Trade can resume after an ex-
change of “corresponding letters”
between the U.S. Department of Ag-
riculture and Rospotrebnadzor, said
Mr. Onishchenko, who declined to
provide a timeline.

BY WILLIAM MAULDIN

‘Your income may not be high, but it is guaranteed,’ says
onetime benefit-recipient Lee Page. He took a job five
years ago but was reluctant to stick with it when he saw he
was clearing little more than he had received in state aid.

Entirely invented and manufactured in-house
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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 373.25 1.75 0.47% 720.50 333.75
Soybeans (cents/bu.) CBOT 951.75 13.75 1.47 1,550.00 821.25
Wheat (cents/bu.) CBOT 467.75 6.00 1.30 1,113.50 456.25
Live cattle (cents/lb.) CME 90.775 0.850 0.95 95.575 83.500
Cocoa ($/ton) ICE-US 2,973 69 2.38 3,515 2,066
Coffee (cents/lb.) ICE-US 134.75 1.05 0.79 180.00 120.10
Sugar (cents/lb.) ICE-US 14.92 -0.44 -2.86% 25.03 11.89
Cotton (cents/lb.) ICE-US 81.28 -0.56 -0.68 100.00 51.72
Crude palm oil (ringgit/ton) MDEX 2,500.00 12 0.48 3,050 1,503
Cocoa (pounds/ton) LIFFE 2,434 2 0.08 2,451 1,585
Robusta coffee ($/ton) LIFFE 1,336 2 0.15 1,618 1,248

Copper (cents/lb.) COMEX 315.85 7.80 2.53 369.10 151.00
Gold ($/troy oz.) COMEX 1214.40 -0.90 -0.07 1,251.40 800.00
Silver (cents/troy oz.) COMEX 1846.80 16.20 0.88 2,154.00 760.00
Aluminum ($/ton) LME 2,034.00 -7.00 -0.34 2,481.50 1,399.50
Tin ($/ton) LME 17,750.00 5.00 0.03 19,175.00 12,320.00
Copper ($/ton) LME 6,909.00 49.00 0.71 7,970.00 4,655.00
Lead ($/ton) LME 1,805.50 14.00 0.78 2,615.00 1,443.00
Zinc ($/ton) LME 1,911.00 -4.00 -0.21 2,659.00 1,443.00
Nickel ($/ton) LME 21,550 -50 -0.23 27,590 13,420

Crude oil ($/bbl.) NYMEX 74.55 3.04 4.25 116.80 51.44
Heating oil ($/gal.) NYMEX 2.0097 0.0773 4.00 3.3940 1.4160
RBOB gasoline ($/gal.) NYMEX 2.0354 0.0706 3.59 2.4426 1.3500
Natural gas ($/mmBtu) NYMEX 4.294 0.115 2.75 10.720 3.971
Brent crude ($/bbl.) ICE-EU 74.66 2.92 4.07 108.79 65.93
Gas oil ($/ton) ICE-EU 636.00 23.75 3.88 1,259.00 499.00

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

Currencies London close on May 27
Per In

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

Argentina peso-a 4.7973 0.2085 3.9115 0.2557
Brazil real 2.2469 0.4451 1.8320 0.5459
Canada dollar 1.2930 0.7734 1.0543 0.9485

1-mo. forward 1.2932 0.7733 1.0544 0.9484
3-mos. forward 1.2936 0.7731 1.0547 0.9481
6-mos. forward 1.2944 0.7726 1.0554 0.9475

Chile peso 652.04 0.001534 531.65 0.001881
Colombia peso 2409.79 0.0004150 1964.85 0.0005090
Ecuador US dollar-f 1.2264 0.8154 1 1
Mexico peso-a 15.7794 0.0634 12.8659 0.0777
Peru sol 3.4911 0.2864 2.8465 0.3513
Uruguay peso-e 23.609 0.0424 19.250 0.0519
U.S. dollar 1.2264 0.8154 1 1
Venezuela bolivar 5.27 0.189855 4.29 0.232848

ASIA-PACIFIC
Australia dollar 1.4540 0.6878 1.1855 0.8435
China yuan 8.3782 0.1194 6.8313 0.1464
Hong Kong dollar 9.5473 0.1047 7.7845 0.1285
India rupee 57.3059 0.0175 46.7250 0.0214
Indonesia rupiah 11357 0.0000881 9260 0.0001080
Japan yen 111.36 0.008980 90.80 0.011013

1-mo. forward 111.31 0.008984 90.76 0.011018
3-mos. forward 111.20 0.008993 90.67 0.011029
6-mos. forward 110.95 0.009013 90.47 0.011054

Malaysia ringgit-c 4.0405 0.2475 3.2945 0.3035
New Zealand dollar 1.8053 0.5539 1.4720 0.6794
Pakistan rupee 104.371 0.0096 85.100 0.0118
Philippines peso 56.987 0.0175 46.465 0.0215
Singapore dollar 1.7243 0.5799 1.4060 0.7113
South Korea won 1501.11 0.0006662 1223.95 0.0008170
Taiwan dollar 39.289 0.02545 32.035 0.03122
Thailand baht 39.915 0.02505 32.545 0.03073

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

Euro zone euro 1 1 0.8154 1.2265
1-mo. forward 0.9997 1.0003 0.8151 1.2268
3-mos. forward 0.9990 1.0010 0.8146 1.2276
6-mos. forward 0.9981 1.0019 0.8138 1.2288

Czech Rep. koruna-b 25.660 0.0390 20.922 0.0478
Denmark krone 7.4393 0.1344 6.0658 0.1649
Hungary forint 276.18 0.003621 225.19 0.004441
Norway krone 7.9559 0.1257 6.4869 0.1542
Poland zloty 4.0779 0.2452 3.3250 0.3008
Russia ruble-d 37.753 0.02649 30.782 0.03249
Sweden krona 9.7133 0.1030 7.9199 0.1263
Switzerland franc 1.4237 0.7024 1.1608 0.8615

1-mo. forward 1.4225 0.7030 1.1599 0.8622
3-mos. forward 1.4198 0.7043 1.1576 0.8638
6-mos. forward 1.4146 0.7069 1.1534 0.8670

Turkey lira 1.9222 0.5202 1.5673 0.6381
U.K. pound 0.8473 1.1803 0.6908 1.4475

1-mo. forward 0.8472 1.1803 0.6908 1.4476
3-mos. forward 0.8471 1.1805 0.6907 1.4479
6-mos. forward 0.8467 1.1810 0.6904 1.4484

MIDDLE EAST/AFRICA
Bahrain dinar 0.4624 2.1628 0.3770 2.6526
Egypt pound-a 6.9417 0.1441 5.6600 0.1767
Israel shekel 4.7169 0.2120 3.8460 0.2600
Jordan dinar 0.8699 1.1496 0.7093 1.4099
Kuwait dinar 0.3570 2.8014 0.2911 3.4358
Lebanon pound 1840.29 0.0005434 1500.50 0.0006665
Saudi Arabia riyal 4.5989 0.2174 3.7498 0.2667
South Africa rand 9.4001 0.1064 7.6645 0.1305
United Arab dirham 4.5048 0.2220 3.6730 0.2723

SDR -f 0.8336 1.1996 0.6797 1.4713

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

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

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

23 EUROPE Stoxx Europe 600 244.79 7.05 2.97% -3.3% 17.7%

14 Stoxx Europe 50 2398.85 70.14 3.01 -7.0 13.3

27 Euro Zone Euro Stoxx 250.05 7.97 3.29 -9.0 9.9

14 Euro Stoxx 50 2619.36 89.02 3.52 -11.7 6.8

15 Austria ATX 2422.34 83.06 3.55 -2.9 19.4

8 Belgium Bel-20 2469.56 83.11 3.48 -1.7 19.7

11 Czech Republic PX 1145.3 10.3 0.91 2.5 27.0

21 Denmark OMX Copenhagen 364.95 8.11 2.27 15.6 34.5

15 Finland OMX Helsinki 6484.33 163.69 2.59 0.4 11.1

14 France CAC-40 3525.31 116.72 3.42 -10.4 8.0

12 Germany DAX 5937.14 179.12 3.11 -0.3 20.4

... Hungary BUX 21978.74 1102.98 5.28 3.5 40.5

19 Ireland ISEQ 2990.60 111.40 3.87 0.5 11.1

11 Italy FTSE MIB 19631.87 853.46 4.54 -15.6 -2.6

18 Netherlands AEX 321.16 9.16 2.94 -4.2 23.1

12 Norway All-Shares 404.72 8.13 2.05 -3.7 20.4

17 Poland WIG 40956.19 405.86 1.00 2.4 39.0

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

13 Portugal PSI 20 7088.77 244.66 3.57 -16.2 -2.1

... Russia RTSI 1358.60 53.35 4.09% -4.8 28.9

9 Spain IBEX 35 9334.9 292.3 3.23 -21.8 -1.1

15 Sweden OMX Stockholm 307.55 7.09 2.36 2.7 27.5

15 Switzerland SMI 6305.18 137.65 2.23 -3.7 17.8

... Turkey ISE National 100 54497.95 394.45 0.73 3.2 55.6

11 U.K. FTSE 100 5195.17 157.09 3.12 -4.0 18.4

24 ASIA-PACIFIC DJ Asia-Pacific 114.83 1.99 1.76 -6.7 11.7

... Australia SPX/ASX 200 4379.17 71.97 1.67 -10.1 16.6

... China CBN 600 24004.08 373.76 1.58 -17.4 6.7

14 Hong Kong Hang Seng 19431.37 234.92 1.22 -11.2 8.6

18 India Sensex 16666.40 278.56 1.70 -4.6 16.6

... Japan Nikkei Stock Average 9639.72 117.06 1.23 -8.6 2.0

... Singapore Straits Times 2739.70 43.68 1.62 -5.4 19.5

11 South Korea Kospi 1607.50 25.38 1.60 -4.5 15.5

17 AMERICAS DJ Americas 290.96 6.77 2.38 -1.9 22.6

... Brazil Bovespa 61914.32 1723.96 2.86 -9.7 17.4

15 Mexico IPC 31781.52 453.03 1.45 -1.1 29.5

*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 1.1855 1.7161 1.0213 0.1497 0.0385 0.1828 0.0131 0.3083 1.4540 0.1954 1.1245 ...

Canada 1.0543 1.5262 0.9083 0.1331 0.0343 0.1625 0.0116 0.2741 1.2930 0.1738 ... 0.8893

Denmark 6.0658 8.7805 5.2255 0.7659 0.1971 0.9351 0.0668 1.5772 7.4393 ... 5.7533 5.1165

Euro 0.8154 1.1803 0.7024 0.1030 0.0265 0.1257 0.0090 0.2120 ... 0.1344 0.7734 0.6878

Israel 3.8460 5.5673 3.3132 0.4856 0.1249 0.5929 0.0424 ... 4.7169 0.6341 3.6479 3.2441

Japan 90.8000 131.4375 78.2219 11.4649 2.9498 13.9974 ... 23.6089 111.3617 14.9693 86.1235 76.5898

Norway 6.4869 9.3901 5.5883 0.8191 0.2107 ... 0.0714 1.6867 7.9559 1.0694 6.1528 5.4717

Russia 30.7820 44.5585 26.5179 3.8867 ... 4.7453 0.3390 8.0036 37.7526 5.0747 29.1966 25.9646

Sweden 7.9199 11.4644 6.8228 ... 0.2573 1.2209 0.0872 2.0592 9.7133 1.3057 7.5120 6.6804

Switzerland 1.1608 1.6803 ... 0.1466 0.0377 0.1789 0.0128 0.3018 1.4237 0.1914 1.1010 0.9791

U.K. 0.6908 ... 0.5951 0.0872 0.0224 0.1065 0.0076 0.1796 0.8473 0.1139 0.6552 0.5827

U.S. ... 1.4475 0.8615 0.1263 0.0325 0.1542 0.0110 0.2600 1.2264 0.1649 0.9485 0.8435

Source: Thomson Reuters via WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of May 27, 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* 269.57 -0.79% -10.0% 19.7%

2.30 20 World (Developed Markets) 1,053.25 -0.45 -9.9 17.9

2.20 21 World ex-EMU 127.03 -0.26 -7.0 21.0

2.20 21 World ex-UK 1,057.82 -0.24 -9.1 18.2

2.90 22 EAFE 1,324.11 -1.43 -16.2 11.7

2.00 18 Emerging Markets (EM) 883.18 -3.13 -10.7 33.3

3.30 16 EUROPE 82.52 2.36 -6.5 18.0

3.50 16 EMU 135.39 -1.73 -25.0 1.0

3.20 17 Europe ex-UK 88.55 2.17 -8.4 14.8

4.20 13 Europe Value 89.25 2.05 -10.2 13.2

2.40 19 Europe Growth 73.96 2.65 -2.9 22.8

2.10 28 Europe Small Cap 158.15 3.07 0.6 33.1

2.00 13 EM Europe 289.96 6.50 4.1 51.9

3.30 14 UK 1,493.49 1.94 -7.1 18.4

2.60 24 Nordic Countries 142.57 3.90 4.6 29.1

1.60 13 Russia 676.93 6.00 -9.3 31.5

2.20 21 South Africa 713.60 4.21 0.9 27.5

2.50 19 AC ASIA PACIFIC EX-JAPAN 363.50 -2.15 -12.7 28.7

1.60 -433 Japan 534.42 0.00 -6.0 2.6

2.00 18 China 57.02 2.45 -12.0 24.4

0.90 21 India 666.23 2.48 -5.8 49.4

1.20 13 Korea 449.80 0.82 -6.4 20.3

2.50 45 Taiwan 256.75 1.31 -13.2 15.6

1.70 22 US BROAD MARKET 1,197.93 0.39 -3.2 24.5

1.10 107 US Small Cap 1,724.97 -0.33 3.2 36.0

2.40 16 EM LATIN AMERICA 3,562.91 -3.67 -13.5 40.9

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

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

Dow Jones Indexes
Price-to-

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

2.10% Global TSM 2160.96 2.45% 15.4%

1.85 18 Global Dow 1362.80 1.98% 24.0% 1775.11 2.35 9.1

2.38 15 Global Titans 50 168.00 2.14 23.4 153.92 2.52 8.6

2.71 14 Europe TSM 2218.34 3.33 4.0

2.13 Developed Markets TSM 2097.00 2.50 14.7

1.84 13 Emerging Markets TSM 3790.83 2.03 21.9

3.04 19 Africa 50 884.80 1.33 23.0 688.81 1.69 8.2

6.39 5 BRIC 50 456.50 1.93 29.3 533.75 2.30 13.7

2.78 58 GCC 40 563.70 -0.78 12.9 442.31 0.37 0.1

1.73 20 U.S. TSM 11311.77 2.42 23.0

3.02 31 Kuwait Titans 30 -c 194.00 0.53 -10.5

0.07 RusIndex Titans 10 -c 3374.00 5.48 33.3 5278.45 4.65 16.0

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 590.60 0.70% 76.2% 651.84 0.62% 55.4%

4.50 14 Global Select Div -d 168.20 1.94 36.0 176.58 2.31 19.7

5.15 15 Asia/Pacific Select Div -d 239.78 1.75 21.7

3.94 15 U.S. Select Dividend -d 316.46 1.95 25.6

1.74 16 Islamic Market 1831.57 2.40 14.4

1.98 15 Islamic Market 100 1820.40 1.85 25.2 1910.73 2.22 10.1

3.57 13 Islamic Turkey -c 1510.00 0.38 52.3 2861.14 0.31 34.4

2.43 14 Sustainability 854.80 2.31 24.6 885.21 2.69 9.7

3.35 17 Brookfield Infrastructure 1580.20 1.84 31.4 1847.81 2.21 15.6

0.99 26 Luxury 1030.60 3.05 50.6 1071.60 3.43 32.5

2.00 10 UAE Select Index 237.81 1.39 -2.9

DJ-UBS Commodity 141.80 1.22 16.6 126.31 1.59 2.6

*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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Arizona law is two-edged for GOP
Tough stances on immigration are likely to resonate in some states, but could hurt party in California in fall

EL CENTRO, Calif.—Many candi-
dates in Republican primaries have
embraced Arizona’s new immigra-
tion law, but that could hurt a few of
them in November.

While a majority of voters tell
pollsters they support the law, and
tough stances on illegal immigration
are likely to resonate this fall in
such states as Nevada and Florida,
Republican candidates in California
might face a potential backlash from
the state’s more liberal electorate.

In California, “they risk alienat-
ing…independent voters who don’t
support deportations,” said Mark
Baldassare, chief executive of the
nonpartisan Public Policy Institute
of California.

Among the leading GOP candi-
dates to succeed Arnold
Schwarzenegger as California’s gov-
ernor, Steve Poizner has used his
embrace of the Arizona law to try to
convince voters in California’s June
8 primary that he would represent
GOP interests better than front-run-
ner Meg Whitman, who doesn’t sup-
port the law.

“Meg Whitman and I, major dif-
ferences here,” the state insurance
commissioner said in a new televi-
sion ad that began airing May 24. In
the ad, he accused the former eBay
Inc. chief executive of downplaying
illegal immigration. Ms. Whitman’s
aides dismiss his ad as the flailings
of a desperate candidate, and say
she would be just as tough on illegal
immigration as Mr. Poizner.

Mr. Poizner still trails Ms. Whit-
man in the polls, but the gap has
narrowed significantly in recent
weeks, in part because of his attacks
on her immigration stance, political
analysts say. In March, Ms. Whitman
led Mr. Poizner 61% to 11% among
likely Republican voters, but as of
May 19, that lead had dwindled to
38% to 29%, according to polls by
the Public Policy Institute of Califor-
nia.

“He has used immigration and a
range of issues to make himself the
most attractive conservative candi-
date in the race,” said Mr. Baldas-
sare. “The Arizona law is one part of
it.”

Mr. Poizner and other GOP candi-
dates who support the April 23 Ari-
zona law, which requires police to
question anyone they suspect of be-
ing an illegal resident, say they don’t
think their backing will prove to be
a drawback for them in the general
election.

Meanwhile, in the GOP primary
to face California Democratic Sen.
Barbara Boxer, all three major candi-
dates—Carly Fiorina, Tom Campbell
and Chuck DeVore—have come out
in support of the Arizona law.

In Nevada, some of the Republi-
cans seeking to unseat Democratic
Sen. Harry Reid are embracing the
Arizona law to help endear them-
selves to conservatives in a state
where tea-party activism runs
strong.

“I think it’s a great thing,” said
Danny Tarkanian, a former Univer-
sity of Nevada, Las Vegas basketball
star running in the GOP primary on
June 8 against Sharron Angle and
Sue Lowden, who support the law.

Mr. Tarkanian’s campaign quickly
put out a radio ad praising Arizona.
“Washington is so far out of touch
Arizona had to pass a law just so
they could enforce the law,” said Mr.
Tarkanian, in the ad that began run-
ning statewide on April 26.

The GOP strategy of courting the
anti-immigrant vote could give Dem-
ocrats a talking point against rivals
in general elections outside Califor-
nia, too.

Anger over the Arizona law
among many Latinos in Nevada has
led to a spike in Democratic voter
registrations. Julie Arcache, a 30-
year-old nursing assistant in Las Ve-
gas, cited her concern over the Ari-
zona law for her move to register to
vote a few weeks ago.

“They can stop me because of my
color,” said Ms. Arcache, who regis-

tered as a Democrat and vowed to
vote for Mr. Reid. “We’re not going
to stand for it.”

But a Rasmussen Reports poll
last Thursday still showed the Sen-
ate majority leader trailing his top
GOP challenger, former Nevada Re-
publican Party Chairwoman Lowden,

52% to 39% among likely voters, vir-
tually unchanged from an April 5
poll. The same survey found 57% of
the voters favoring Arizona-style
legislation for Nevada.

Reid campaign spokesman Jon
Cummings said that the Arizona law,
which the senator opposes, could

help focus attention on Mr. Reid’s
record of helping Latinos.

California is different from Ne-
vada, with a political landscape that
makes immigration a treacherous
topic for Republicans. California
does have a cadre of deeply conser-
vative voters, especially outside the
metro areas, who have a huge im-
pact on primary voting. But in gen-
eral elections, liberal votes tend to
shift elections in favor of moderate
candidates. Republicans make up
31% of California voters; 45% are
registered Democrats.

One sign that an anti-immigra-
tion stance during the primaries
could backfire in general elections,
according to Mr. Baldassare of the
Public Policy Institute, comes from a
March poll by the institute. He noted
that 78% of Democratic voters sur-
veyed said illegal immigrants should
be allowed to keep their jobs and
not be deported, while 46% of Re-
publicans said they should be de-
ported.

“They need to leave it alone, just
as it is,” said Marlen Baez, an 18-
year-old student at Imperial Valley
College, referring to immigration
controls. Like many El Centro resi-
dents, Ms. Baez, a U.S. citizen, has
relatives on both sides of the Mexi-
can border and crosses back and
forth weekly. “More than half the
people who live [in Imperial County]
are Mexican or have Mexican fam-
ily,” Ms. Baez said. “We shouldn’t be
kept apart.”

But her classmate, Katherine
Gonzales, is frustrated with what
she sees as the lack of immigration
enforcement. “It’s something I think
about a lot because I live so close to
the border,” she said. “I have a prob-
lem with all these Mexican students
coming over here and getting a free
and easy education, and they don’t
live here.”

Ms. Gonzales said she is begin-
ning to pay attention to the gover-
nor’s race, and will be particularly
interested in what the candidates
have to say about immigration.

BY JIM CARLTON
AND TAMARA AUDI

Members of the Los Angeles tea party and Westside Republicans rally Tuesday
against the City Council’s vote to boycott Arizona over its immigration law.
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Profits keep rising, GDP is shaved
Companies earned bigger profits

in the first three months of the year,
but the nation’s overall economic
growth was slower than originally
thought as the U.S. continues to slog
through recovery.

U.S. corporations saw after-tax
profits rise 9.7% in the first quarter,
better than the 8.2% growth in the
fourth quarter, the Commerce De-
partment reported Thursday. Earn-
ings were 42.7% higher than in the
year-earlier period.

Hibbett Sports Inc., for example
reported last week that earnings for
its fiscal first quarter, the 13-week
period ended May 1, rose 59% on in-
creases in shoe and clothing sales.
The Birmingham, Ala., retailer,
which mostly operates in midsize
markets in the Southern U.S., lifted
its current-year profit forecast.

The Commerce Department re-
port also showed that the gross do-
mestic product, the sum of goods
and services produced in the U.S.,
expanded at a 3.0% annual rate in
the first quarter, lower than the

3.2% the government previously es-
timated. Consumer and business
spending were lower than previ-
ously estimated, while imports,
which subtract from growth, were
greater.

A separate report Thursday from
the Labor Department showed the
seasonally adjusted number of peo-
ple applying for unemployment in-
surance decreased 14,000 to
460,000 in the week ended May 22.
The number of people collecting
standard, state-issued unemploy-
ment insurance fell 49,000 to 4.6
million in the week ended May 15.

When workers covered by vari-
ous unemployment extensions—in-
cluding those funded under the fed-
eral stimulus act—are added to the
mix, there were just under 10 mil-
lion people collecting unemploy-
ment insurance in the week ended
May 8, the Labor Department re-
ported.

The reports show the economy
continues to recover but that a large
part of that growth is a function of
federal spending and moves by busi-
nesses to rebuild inventories after
slashing them during the recession.

Businesses increased inventories by
$33.9 billion in the first quarter, in-
stead of the previously reported
$31.1 billion.

Consumer spending has im-
proved considerably, but high job-
lessness and heavy debt loads con-
tinue to weigh on households. The

GDP report showed consumers in-
creased spending by 3.5%, below the
3.6% gain previously reported but
more than double the 1.6% increase
of the fourth quarter.

As the stimulus fades and com-
panies are done restocking, the onus
of the recovery will shift increas-
ingly onto consumers’ shoulders.
Consumer purchases account for

some 70% of economic activity. “The
biggest debate is over the path of
the labor market recovery and
hence the ability of consumers to
help drive real growth,” said Joshua
Shapiro, chief U.S. economist at
MFR Inc.

The GDP report showed business
spending rose by 3.1%, down from
an earlier estimated 4.1%. Equip-
ment and software outlays in-
creased 12.7% instead of the 13.4%
previously estimated.

Real final sales of domestic prod-
uct, which is GDP minus the change
in private inventories and therefore
is considered a better reflection of
actual demand, increased at an an-
nual rate of 1.4% in the first quarter.
That was down from the previous
estimate of 1.6% and below the 1.7%
gain in the fourth quarter.

Even though the economy is im-
proving, many economists don’t ex-
pect prices to increase much. The
GDP report is unlikely to alter that
view.

The government’s price index for
personal consumption was left unre-
vised at a 1.5% increase. The index
rose 2.5% in the fourth quarter.

BY CONOR DOUGHERTY
AND JEFF BATER

War-funding
bill passes
Senate hurdle

WASHINGTON—The U.S. Senate
Thursday approved a key procedural
hurdle on a roughly $60 billion bill
to pay for the war in Afghanistan
through the remaining four months
of fiscal 2010, setting up a possible
final vote later in the day.

By a 69-29 margin, lawmakers
approved the motion, known as clo-
ture, which seeks to shut down de-
bate on the bill.

Earlier Thursday, Senate Demo-
crats voted down three attempts by
Republicans to bolster the U.S. and
Mexico border.

The White House had tried to
head off the Republicans earlier in
the week by making it known they
would request 1,200 troops be sent
to the border and ask for $500 mil-
lion to boost security.

Traditionally, Congress has not
paid for the costs of fighting the
wars in Afghanistan or Iraq by find-
ing savings elsewhere in the federal
budget.

BY COREY BOLES

As the stimulus fades and
companies are done
restocking, the onus of the
recovery will shift
increasingly onto consumers’
shoulders.
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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 1.22 98.94% 0.01% 1.42 0.75 0.94

Eur. High Volatility: 13/1 1.91 95.79 0.01 2.16 1.11 1.37

Europe Crossover: 13/1 5.95 96.27 0.05 6.44 3.95 4.68

Asia ex-Japan IG: 13/1 1.61 97.19 0.01 1.72 0.87 1.09

Japan: 13/1 1.63 96.97 0.01 1.76 0.85 1.12

Note: Data as of May 26

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

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

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

Nomura $314 19.1% 71% 14% 15% ...

Mizuho 302 18.3 56 19 13 12%

Sumitomo Mitsui Banking Corp 220 13.4 73 10 4 13

Goldman Sachs 140 8.5 76 3 21 ...

Mitsubishi UFJ Financial Group 139 8.5 39 24 16 20

Daiwa Capital Markets 116 7.0 55 27 18 ...

Citi 103 6.3 68 4 27 2

Bank of America Merrill Lynch 73 4.4 56 10 33 2

Barclays Capital 35 2.1 87 13 ... ...

Source: Dealogic

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

Merger Arbitrage -0.96% -3.17% -0.6% -1.6% 3.7%

Event Driven -0.61 -2.20 0.7 0.7 11.8

Equity Long/Short -2.03 -6.76 -1.9 -1.1 4.1

*Estimates as of 05/26/10, after fees; Source: www.djhedgefundindexes.com

Tracking
credit
markets �
dealmakers

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

WSJ.com

Dow Jones Industrial Average P/E: 15
LAST: 10258.99 s 284.54, or 2.85%

YEAR TO DATE: t 169.06, or 1.6%

OVER 52 WEEKS s 1,855.19, or 22.1%

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

Previous
close, in STOCK PERFORMANCE

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

Societe Generale France Banks 7,314,640 35.93 7.41% -26.6% -4.8%

Intesa Sanpaolo Italy Banks 256,006,840 2.18 6.99 -30.8 -13.8

UniCredit Italy Banks 682,887,949 1.74 6.69 -22.2 -0.8

AXA France Full Line Insurance 12,050,101 13.55 6.40 -18.1 5.8

BP PLC U.K. Integrated Oil & Gas 101,160,363 520.80 5.85 -13.2 2.5

SAP AG Germany Software 6,962,385 34.70 0.64% 5.2 14.8

L.M. Ericsson Telephone Series B Sweden Communications Technology 13,541,296 79.85 0.82 21.2 16.4

British American Tobacco U.K. Tobacco 4,111,138 2,029 1.12 0.6 18.7

Banco Santander Spain Banks 122,784,345 8.21 1.13 -28.9 9.4

GlaxoSmithKline U.K. Pharmaceuticals 9,179,136 1,137 1.20 -13.8 8.2

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

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

Assicurazioni Generali 15,337,932 15.10 5.67% -19.8% -5.6%
Italy (Full Line Insurance)
Iberdrola 40,689,918 5.45 5.56 -18.3 -10.0
Spain (Conventional Electricity)
ING Groep 39,268,591 6.51 5.24 -5.7 12.5
Netherlands (Life Insurance)
Deutsche Bank 26,446,233 49.37 4.59 -0.1 6.1
Germany (Banks)
BG Group 9,622,344 1,062 4.53 -5.4 -1.6
U.K. (Integrated Oil & Gas)
BNP Paribas 7,900,958 47.33 4.45 -15.3 2.3
France (Banks)
Daimler AG 7,383,835 39.94 4.43 7.3 56.5
Germany (Automobiles)
BHP Billiton 12,865,994 1,939 4.36 -2.8 35.5
U.K. (General Mining)
ABB Ltd. 10,112,530 19.94 4.34 ... 17.9
Switzerland (Industrial Machinery)
BASF SE 6,701,906 43.31 4.20 -0.4 44.6
Germany (Commodity Chemicals)
Allianz SE 4,195,134 81.28 4.06 -6.7 17.4
Germany (Full Line Insurance)
Rio Tinto 9,288,079 3,189 4.05 -5.9 40.0
U.K. (General Mining)
Barclays 69,102,375 308.90 4.01 11.9 7.6
U.K. (Banks)
GDF Suez 6,093,856 25.57 3.90 -15.6 -7.2
France (Multiutilities)
Anglo American 5,668,974 2,685 3.75 -1.0 59.0
U.K. (General Mining)
Siemens 4,821,785 73.45 3.68 14.4 39.7
Germany (Diversified Industrials)
Banco Bilbao Vizcaya Argentaria 51,039,554 8.49 3.66 -33.3 -1.3
Spain (Banks)
Sanofi-Aventis 4,464,888 49.05 3.62 -10.9 9.0
France (Pharmaceuticals)
ENI 37,888,389 15.46 3.62 -13.1 -10.3
Italy (Integrated Oil & Gas)
Telefonica 37,455,216 15.60 3.41 -20.1 2.2
Spain (Fixed Line Telecommunications)

Latest,
in local STOCK PERFORMANCE

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

E.ON AG 12,696,435 24.55 3.35% -16.0% -2.6%
Germany (Multiutilities)
ArcelorMittal 12,034,964 25.10 3.08 -22.0 7.4
France (Iron & Steel)
UBS 16,192,936 15.62 3.03 -2.7 -0.2
Switzerland (Banks)
RWE AG 4,399,676 58.35 2.73 -14.1 -2.5
Germany (Multiutilities)
Vodafone Group 141,908,748 136.60 2.71 -4.9 16.6
U.K. (Mobile Telecommunications)
HSBC Holdings 34,648,971 634.30 2.67 -10.5 16.3
U.K. (Banks)
Royal Dutch Shell A 8,644,037 21.35 2.64 1.2 13.8
U.K. (Integrated Oil & Gas)
Bayer AG 4,709,816 45.69 2.50 -18.4 17.7
Germany (Specialty Chemicals)
Unilever 5,516,152 22.15 2.40 -2.7 29.4
Netherlands (Food Products)
Nestle S.A. 6,911,778 52.30 2.25 4.2 33.1
Switzerland (Food Products)
Deutsche Telekom 25,127,009 9.11 2.07 -11.4 13.0
Germany (Mobile Telecommunications)
Tesco 60,156,536 407.00 2.01 -4.9 10.5
U.K. (Food Retailers & Wholesalers)
France Telecom 13,739,738 15.62 1.93 -10.4 -10.0
France (Fixed Line Telecommunications)
Total S.A. 14,407,190 38.31 1.90 -14.9 -4.4
France (Integrated Oil & Gas)
Diageo 5,462,086 1,048 1.85 -3.3 25.2
U.K. (Distillers & Vintners)
Credit Suisse Group 7,183,870 45.20 1.71 -11.7 -3.2
Switzerland (Banks)
Roche Holding 1,988,826 157.80 1.68 -10.2 9.7
Switzerland (Pharmaceuticals)
Novartis 8,431,611 51.85 1.57 -8.2 20.9
Switzerland (Pharmaceuticals)
Astrazeneca 3,619,621 2,860 1.40 -1.7 12.3
U.K. (Pharmaceuticals)
Nokia 27,263,778 8.38 1.33 -6.1 -23.5
Finland (Telecommunications Equipment)

Sources: Thomson Reuters

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 24.70 $24.63 0.50 2.07%
Alcoa AA 24.10 11.82 0.57 5.07
AmExpress AXP 13.00 40.33 2.16 5.66
BankAm BAC 148.70 16.18 0.71 4.59
Boeing BA 6.80 65.13 1.87 2.96
Caterpillar CAT 8.70 62.06 2.33 3.90
Chevron CVX 13.40 74.36 2.81 3.93
CiscoSys CSCO 54.60 23.67 0.78 3.41
CocaCola KO 10.20 51.23 1.15 2.30
Disney DIS 14.80 34.37 1.30 3.93
DuPont DD 11.40 36.79 1.71 4.87
ExxonMobil XOM 28.40 61.46 2.15 3.63
GenElec GE 62.90 16.66 0.65 4.06
HewlettPk HPQ 16.70 46.94 1.22 2.67
HomeDpt HD 15.10 34.55 0.51 1.50
Intel INTC 74.20 21.76 1.06 5.12
IBM IBM 7.00 126.39 3.16 2.56
JPMorgChas JPM 39.80 40.42 1.64 4.23
JohnsJohns JNJ 27.00 59.03 -0.09 -0.15
KftFoods KFT 13.40 29.06 0.66 2.32
McDonalds MCD 9.00 67.20 1.74 2.66
Merck MRK 28.90 33.62 1.20 3.70
Microsoft MSFT 125.10 26.00 0.99 3.96
Pfizer PFE 58.60 15.37 0.26 1.72
ProctGamb PG 13.50 60.95 0.51 0.84
3M MMM 4.10 81.43 2.26 2.85
TravelersCos TRV 5.30 49.73 1.73 3.60
UnitedTech UTX 4.60 68.11 1.96 2.96
Verizon VZ 16.00 27.58 0.65 2.41

WalMart WMT 12.90 50.70 0.68 1.36

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

Glencore Intl 485 –111 142 306

Grohe Hldg 976 –98 3 119

ThyssenKrupp 425 –73 56 156

ArcelorMittal 379 –65 40 188

Xstrata 278 –63 52 154

Brit Awys 648 –63 8 181

Codere Fin Luxembourg 778 –61 12 146

Societe Air France 494 –54 71 169

HeidelbergCement 453 –49 13 116

Anglo Amern 180 –48 13 81

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

Swedbank 116 1 5 10

Svenska Handelsbanken 74 1 2 7

Danske Bk 90 1 5 10

Total SA 66 1 13 20

Assa Abloy 69 2 9 17

Cognis 186 3 27 39

Invensys 153 3 12 27

Rep Italy 214 7 74 64

EMI Group 799 13 133 196

Intl Pwr 407 16 71 150

Source: Markit Group

BLUE CHIPS � BONDS
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U.S. NEWS

In the messiest
way possible—
quite literally—
America is
rethinking and
remaking the

relationship between government
and business.

Even as oil laps ashore in
Louisiana after leaking from BP
PLC’s well, souls are being
searched in Washington about why
regulators didn’t or couldn’t
prevent the disaster, and why
nobody had a good answer for
coping with it once it occurred.

President Barack Obama’s
announcement Thursday of an
extended moratorium on new
deep-water drilling is only the
beginning of a government re-
evaluation of its relationship with
the offshore oil industry. A
presidential commission soon will
put the relationship in therapy.

The risk is that the wrong
question may dominate the
coming discussion—namely,
whether there was too little
regulation of the offshore oil
industry. The better question is
less about quantity than quality:
Were regulations smart and up to
date? They almost certainly
weren’t.

More on that in a minute. The
broader point is that the BP oil
spill is just the latest in a series of
traumatic events forcing a rethink
of government’s relationship with
business. Bank bailouts, energy
plans, auto-maker rescues, Toyota
accelerator problems: All have
forced both politicians and
average Americans to rethink the
proper role of government in the
private economy.

The issue is hardly resolved
and has been the subject of some
of the capital’s most vicious
debates in recent months, notably
during the mud wrestling over
health care. To some extent, the
question of government relations
with business will never be fully
settled, because it goes to the core
of the philosophical divide
between the two political parties.

Yet some pretty important
points of consensus actually have
been reached on this front. For
example, we can now be fairly
confident the U.S. isn’t into
nationalizing industries. If there
ever was a time when the
government would nationalize a
bank, for instance, it would have
been last year, when the financial
system was in free-fall, when
Great Britain took some steps
toward nationalization, when
serious voices here suggested the
same, and when an activist
Democratic administration was in
place. Yet it didn’t happen.

Similarly, the government
bailout of General Motors,
controversial as it has been, made
government a majority owner of a
company—a huge step, to be
sure—but stopped short of a
nationalization.

And we’ve learned anew that
the country likes a bit of industrial
policy, but not very much. The
notion of using government to
encourage and stimulate

alternative energy has become a
bipartisan item on the energy
agenda, but not much more.

There’s also agreement that,
just as regulation can go too far,
deregulation can go too far in key
areas, and that antiquated
regulatory programs can be worse
than no regulation at all. Auto-
safety regulators are on the hot
seat for not resolving the Toyota
rapid-acceleration problem, and
behind the heated debate over
financial regulations was a
bipartisan consensus that the
market meltdown showed a need
for a better system to oversee
financial markets.

Now the BP spill ushers in the
next round of debate, over the
government’s role in policing
offshore drilling. Everyone from
the conservative Republican
governor of Louisiana to the most
liberal Democrat in the House
agrees that the system failed.

And within that failure lie some
basic factors to explore anew. For
starters, the law that governs the
reaction to and responsibility for
an oil-pollution disaster was
passed two full decades ago, and
was designed mostly to handle the
risk of another Exxon Valdez oil
spill coming from a giant tanker.
The kind of deep-water drilling
that goes on now, and the
pollution dangers within it, were
barely imagined then.

“The offshore oil technology
stuff has just completely whizzed
right on by” the law, said Coast
Guard Adm. Thad Allen, the man
in charge of containing and
cleaning up the BP mess. “And
maybe there’s an issue about the
technology moves faster than our
ability to…understand.” That may
be “a regulatory issue that needed
to be raised.”

At the same time, Adm. Allen
noted in a conversation with a
group of columnists this week, the
same system has put both the
responsibility for drilling and
closing in a well, in addition to the
resources needed to clean up a
mess if things don’t go right,
almost entirely in private-sector
hands. The federal government, it
turns out, has precious little
equipment or manpower to bring
to a cleanup.

“And the commission may want
to look at whether or not there
should be a different distribution
of resources, and what the federal
government is responsible” for,
Adm. Allen said.

The question the cleanup effort
raises, he adds, is: “How much of
that should be done in the private
sector, and be on call, or how
much of it should be in the U.S.
inventory? And I think [that is a]
legitimate line of inquiry by the
commission.”

Put simply, the question, in this
area and elsewhere, will be finding
the best line between private-
sector rights and government
responsibilities.

[ Capital Journal ]

BY GERALD F. SEIB

Spill fallout widens debate
on government’s proper role

There’s agreement that, just
as regulation can go too far,
deregulation can go too far
in key areas.

BP tackles drilling curbs
Concerns over tougher industry regulation drive lobbying push

Aiming to blunt a regulatory and
political backlash from the massive
oil spill in the Gulf of Mexico, BP
PLC has revved up its influence ma-
chine, relying on heavy hitters with
deep Democratic roots.

BP is one of the biggest spenders
on lobbying in the oil and gas indus-
try, which as a whole has spent
$625 million since 2004 to repre-
sent its interests in Washington. Af-
ter the Obama administration took
office in 2009, BP’s annual spending
grew by half, to $16 million.

During the first quarter of 2010,
it spent $3.5 million on lobbying,
second to ConocoPhillips, according
to figures compiled by the nonparti-
san Center for Responsive Politics.

Since the April 20 explosion that
started the Gulf spill, BP’s lobbyists
and crisis communications experts
have helped to shore up congres-
sional opposition to measures pun-
ishing oil companies, and moved to
position BP as an ally with the gov-

ernment to manage the crisis.
After the spill, the company

brought on crisis communicator Hi-
lary Rosen, former Democratic con-
gressional staffer, former chief exec-
utive of the Recording Industry
Association of America, and a cur-
rent editor-at-large for Huffington-
Post.com. Ms. Rosen heads the
Washington-based office of British
communications firm the Brunswick
Group. Public records are not yet
available on the new Brunswick con-
tract. Ms. Rosen declined to be in-
terviewed on the record.

BP expects a dramatic and ex-
pensive tightening of rules govern-
ing offshore drilling. But the com-
pany wants to avoid curbs on new
drilling, say its lobbyists.

So far, most action in Congress
has focused on raising the limits on
civil liability under federal law from
the current $75 million. Maintaining
that focus could in itself prove a vic-
tory for BP, say people involved in
the debate. A higher liability cap
could hobble small independent oil

companies, easing competition for
their bigger rivals.

Earlier this month, BP assured
administration officials it planned to
shoulder all costs associated with
stopping and cleaning up the spill,
expected to run into billions.

Even before the Gulf disaster, BP
has faced tough scrutiny from fed-
eral regulators, starting in the after-
math of a 2005 explosion that killed
15 workers at a Texas refinery, a
2006 oil spill in Alaska and allega-
tions of safety lapses at a Toledo,
Ohio, refinery.

Before the spill, Mr. Obama
voiced support for expanded off-
shore exploration in some geo-
graphic areas. But on Thursday, Mr.
Obama, under pressure to step up
response to the disaster, vowed
tougher regulations for the oil in-
dustry and said he is suspending ac-
tion on 33 exploratory drilling oper-
ations in the Gulf and canceling or
temporarily suspending pending
lease sales and drilling in Virginia
and the Arctic.

BY ELIZABETH WILLIAMSON
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What’s at stake
BP dominates drilling
operations in the Gulf of Mexico
and has spent heavily to protect
its interests.

tion’s energy needs.”
Shell officials appeared resigned

to the decision. They acknowledge
that Mr. Obama can’t halt oil pro-
duction in the Gulf of Mexico, which
is crucial to U.S. energy security. But
he can stop oil companies drilling in
virgin areas if they haven’t started.

But the decision will be hugely
frustrating for the Anglo-Dutch ma-
jor, which won a slew of legal chal-
lenges from environmental groups.
It has already started moving equip-
ment up to staging areas in Alaska,
ready to commence drilling in July.

In the wake of the Gulf disaster,
Interior Department officials said
they would subject Shell’s drilling
plans to a new safety review before

Continued from first page deciding whether to issue final per-
mits. Subsequently, Shell sought to
reassure nervous regulators that its
Alaska plans would meet the “high-
est and operational and environmen-
tal standards.”

In a letter sent earlier this month
to the MMS, it stressed there was a
much lower risk of the kind of blow-
out that destroyed the Deepwater
Horizon April 20, since the wells it
planned to drill in Alaska were in
much shallower waters and at much
lower pressures. It also said it would
heighten safety measures, including
testing a critical piece of safety
equipment, the blowout preventer,
every seven days instead of every
fortnight, the industry standard.

Shell also argued it would have

much more backup plans in place
than BP had when the Deepwater
Horizon exploded.

But environmental critics of
Shell’s plans said the company still
had not addressed how it could en-
sure a rapid oil-spill response. They
say cleanup equipment and person-
nel would have to be transported
thousands of miles by barge or heli-
copter to the spill site.

It’s still unclear what caused the
oil rig operated by BP to explode
and sink in April off the Louisiana
coast. Mr. Obama was scheduled to
receive a report Thursday from the
secretary of the Interior Department
following a 30-day investigation.
—Angel Gonzalez and Neil King Jr.

contributed to this article.

Obama takes harder line on oil drilling
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Andfs. Espanya EU EQ AND 05/26 EUR 10.58 -24.0 -1.9 -18.0
Andfs. Estats Units US EQ AND 05/26 USD 14.04 -6.5 14.1 -13.6
Andfs. Europa EU EQ AND 05/26 EUR 6.76 -13.8 2.9 -16.7
Andfs. Franca EU EQ AND 05/26 EUR 8.36 -14.2 1.8 -17.8
Andfs. Japo JP EQ AND 05/26 JPY 471.13 -7.8 2.9 -17.8
Andfs. Plus Dollars US BA AND 05/26 USD 9.13 -3.3 7.5 -6.6
Andfs. RF Dolars US BD AND 05/26 USD 11.57 1.2 10.0 0.6
Andfs. RF Euros EU BD AND 05/26 EUR 10.92 0.9 15.7 0.5
Andorfons EU BD AND 05/26 EUR 14.66 1.1 16.1 -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 05/26 EUR 9.44 -1.3 14.9 -7.3
Andorfons Mix 60 EU BA AND 05/26 EUR 8.87 -4.4 12.7 -14.1

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

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT OT LUX 05/27 EUR 9.22 0.5 -2.0 -3.1
DJE-Absolut P GL EQ LUX 05/27 EUR 203.34 -0.7 11.3 -6.9
DJE-Alpha Glbl P EU BA LUX 05/27 EUR 171.11 -4.0 7.0 -6.2
DJE-Div& Substanz P GL EQ LUX 05/27 EUR 212.47 -1.2 14.1 -4.1
DJE-Gold&Resourc P OT EQ LUX 05/27 EUR 190.91 12.1 28.1 -0.3
DJE-Renten Glbl P EU BD LUX 05/27 EUR 135.25 3.6 9.7 5.8
LuxPro-Dragon I AS EQ LUX 05/27 EUR 143.87 -8.9 16.0 0.5
LuxPro-Dragon P AS EQ LUX 05/27 EUR 139.71 -9.2 15.4 0.0
LuxTopic-Aktien Europa EU EQ LUX 05/27 EUR 16.16 -8.8 7.4 -3.9
LuxTopic-Pacific AS EQ LUX 05/27 EUR 17.94 9.5 43.1 -1.2

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

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

n HSBC TRINKAUS INVESTMENT MANAGERS SA
E-Mail: funds@hsbctrinkaus.lu Telephone: 352 - 47 18471
Prosperity Return Fund A JP BD LUX 05/25 JPY 9991.84 0.7 NS NS
Prosperity Return Fund B EU BD LUX 05/25 JPY 8930.13 -9.7 NS NS
Prosperity Return Fund C EU BD LUX 05/25 USD 89.19 -7.5 NS NS
Prosperity Return Fund D EU BD LUX 05/25 EUR 107.05 9.6 NS NS
Renaissance Hgh Grade Bd A JP BD LUX 05/25 JPY 9918.82 0.2 NS NS
Renaissance Hgh Grade Bd B EU BD LUX 05/25 JPY 8792.36 -10.8 NS NS
Renaissance Hgh Grade Bd C EU BD LUX 05/25 USD 87.23 -8.7 NS NS
Renaissance Hgh Grade Bd D EU BD LUX 05/25 EUR 103.73 6.5 NS NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 05/26 EUR 21.78 -10.5 -6.1 -37.3
MP-TURKEY.SI OT OT SVN 05/26 EUR 39.02 12.4 59.9 6.2

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 05/26 EUR 14.07 5.2 31.3 0.5
Parex Eastern Europ Bd EU BD LVA 05/26 USD 15.69 7.2 37.6 5.2
Parex Russian Eq EE EQ LVA 05/26 USD 19.36 -0.8 32.9 -22.8

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 05/26 EUR 121.45 0.2 NS NS
Pictet-Asian Eq (ExJpn)-I USD OT OT LUX 05/27 USD 156.10 -11.0 15.3 -14.1
Pictet-Asian Eq (ExJpn)-P USD OT OT LUX 05/27 USD 148.06 -11.3 14.4 -14.8
Pictet-Biotech-P USD OT OT LUX 05/26 USD 253.48 -10.4 -0.6 -11.7
Pictet-CHF Liquidity-P OT OT LUX 05/26 CHF 124.17 0.0 0.1 0.5
Pictet-CHF Liquidity-Pdy OT OT LUX 05/26 CHF 93.37 0.0 0.1 0.5
Pictet-Conv. Bonds-P EUR OT OT LUX 05/26 EUR 99.78 NS NS NS
Pictet-Digital Comm-P USD OT EQ LUX 05/26 USD 112.68 -3.6 22.1 -4.5
Pictet-Eastern Europe-P EUR EU EQ LUX 05/26 EUR 343.90 9.4 64.3 -11.9
Pictet-Emerging Markets-P USD GL EQ LUX 05/27 USD 469.29 -12.0 19.5 -18.3
Pictet-Eu Equities Sel-P EUR EU EQ LUX 05/26 EUR 389.23 -4.6 15.1 -13.9
Pictet-EUR Bonds-P EU BD LUX 05/26 EUR 398.76 3.7 8.1 5.5
Pictet-EUR Bonds-Pdy EU BD LUX 05/26 EUR 292.41 3.7 8.1 5.5
Pictet-EUR Corporate Bonds-P EU BD LUX 05/26 EUR 151.28 2.3 13.7 7.6
Pictet-EUR Corporate Bonds-Pdy EU BD LUX 05/26 EUR 102.55 2.3 13.7 7.6

Pictet-EUR High Yield-P EU BD LUX 05/26 EUR 149.19 2.0 32.5 3.0
Pictet-EUR High Yield-Pdy EU BD LUX 05/26 EUR 81.77 2.0 32.5 3.0
Pictet-EUR Liquidity-P EU MM LUX 05/26 EUR 136.03 0.0 0.4 1.6
Pictet-EUR Liquidity-Pdy EU MM LUX 05/26 EUR 96.71 0.0 0.4 1.6
Pictet-EUR Sovereign Liq-P OT OT LUX 05/26 EUR 102.41 0.0 0.1 NS
Pictet-EUR Sovereign Liq-Pdy OT OT LUX 05/26 EUR 99.92 0.0 0.1 NS
Pictet-Europe Index-P EUR EU EQ LUX 05/26 EUR 96.37 -4.6 16.4 -11.1
Pictet-European Sust Eq-P EUR EU EQ LUX 05/26 EUR 127.33 -4.3 17.0 -11.2
Pictet-Glo Emerging Debt-P USD GL BD LUX 05/26 USD 247.46 1.7 15.9 10.3
Pictet-Glo Emerging Debt-Pdy USD GL BD LUX 05/26 USD 160.71 1.7 15.9 10.3
Pictet-Greater China-P USD AS EQ LUX 05/27 USD 309.02 -12.0 9.8 -9.9
Pictet-Indian Equities-P USD EA EQ LUX 05/27 USD 343.65 -4.7 24.6 -3.6
Pictet-Japan Index-P JPY JP EQ LUX 05/27 JPY 8526.04 -4.0 -0.9 -19.6
Pictet-Japanese Eq 130/30-P JPY JP EQ LUX 05/27 JPY 4299.92 -2.6 3.8 -18.6
Pictet-Japanese Eq Sel-I JPY JP EQ LUX 05/27 JPY 7515.42 -3.0 0.3 -22.2
Pictet-Japanese Eq Sel-P JPY JP EQ LUX 05/27 JPY 7270.52 -3.2 -0.4 -22.7
Pictet-MENA-P USD OT OT LUX 05/26 USD 45.14 0.7 NS NS
Pictet-Pac (ExJpn) Idx-P USD AS EQ LUX 05/27 USD 239.19 -12.4 22.6 -11.8
Pictet-Piclife-P CHF CH BA LUX 05/26 CHF 793.51 0.3 10.6 -0.2
Pictet-Premium Brands-P EUR OT EQ LUX 05/26 EUR 73.82 13.0 49.2 5.3
Pictet-Russian Equities-P USD OT OT LUX 05/26 USD 60.20 -6.6 45.2 -24.2
Pictet-Security-P USD GL EQ LUX 05/26 USD 96.10 -3.5 18.0 -1.8
Pictet-Small Cap Europe-P EUR EU EQ LUX 05/26 EUR 454.86 0.4 23.4 -10.3
Pictet-Timber-P USD OT OT LUX 05/26 USD 98.50 -7.5 23.2 NS
Pictet-USA Index-P USD US EQ LUX 05/26 USD 87.15 -3.9 18.5 -10.7
Pictet-USD Government Bonds-P US BD LUX 05/26 USD 528.07 4.0 4.4 4.9
Pictet-USD Government Bonds-Pdy US BD LUX 05/26 USD 377.59 4.0 4.4 4.9
Pictet-USD Liquidity-P US MM LUX 05/26 USD 131.00 0.0 0.2 0.9
Pictet-USD Liquidity-Pdy US MM LUX 05/26 USD 84.83 0.0 0.2 0.9
Pictet-USD Sovereign Liq-P OT OT LUX 05/26 USD 101.53 0.0 0.0 NS
Pictet-USD Sovereign Liq-Pdy OT OT LUX 05/26 USD 100.03 0.0 0.0 NS
Pictet-Water-P EUR GL EQ LUX 05/26 EUR 131.79 6.3 24.8 -2.7
Pictet-World Gvt Bonds-P USD GL BD LUX 05/26 USD 161.33 -2.3 1.5 1.8
Pictet-World Gvt Bonds-Pdy USD GL BD LUX 05/26 USD 130.83 -2.3 1.5 1.8

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 05/26 USD 13.14 -2.3 31.7 -0.4
Japan Fund USD JP EQ IRL 05/27 USD 16.31 2.6 8.1 -1.8
Polar Healthcare Class I USD OT OT IRL 05/26 USD 11.89 -8.0 13.2 NS
Polar Healthcare Class R USD OT OT IRL 05/26 USD 11.85 -8.2 12.7 NS

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

n PT CIPTADANA ASSET MANAGEMENT
Tel: +6221 25574 883 Fax: +6221 25574 893 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 05/19 USD 133.24 4.6 60.2 4.8

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 05/26 EUR 628.86 -11.1 8.4 -15.2
Core Eurozone Eq B EU EQ IRL 05/26 EUR 744.49 -10.5 8.9 -14.3
Euro Fixed Income A EU BD IRL 05/26 EUR 1315.31 5.7 16.0 3.6
Euro Fixed Income B EU BD IRL 05/26 EUR 1407.83 5.9 16.7 4.2
Euro Small Cap A EU EQ IRL 05/26 EUR 1205.21 0.4 24.3 -12.1
Euro Small Cap B EU EQ IRL 05/26 EUR 1294.07 0.6 25.0 -11.5
Eurozone Agg Eq A EU EQ IRL 05/26 EUR 619.73 -5.5 16.0 -13.1
Eurozone Agg Eq B EU EQ IRL 05/26 EUR 892.76 -5.3 16.7 -12.6
Glbl Bd (EuroHdg) A GL BD IRL 05/26 EUR 1452.28 5.6 18.1 6.3
Glbl Bd (EuroHdg) B GL BD IRL 05/26 EUR 1545.16 5.9 18.8 7.0
Glbl Bd A EU BD IRL 05/26 EUR 1294.74 17.2 28.6 15.7
Glbl Bd B EU BD IRL 05/26 EUR 1382.21 17.5 29.4 16.4
Glbl Real Estate A OT EQ IRL 05/26 USD 832.91 -7.1 25.4 -18.5
Glbl Real Estate B OT EQ IRL 05/26 USD 860.75 -6.9 26.1 -18.0
Glbl Real Estate EH-A OT EQ IRL 05/26 EUR 764.62 -5.0 24.7 -17.5
Glbl Real Estate SH-B OT EQ IRL 05/26 GBP 72.18 -4.7 25.7 -17.4
Glbl Strategic Yield A EU BD IRL 05/26 EUR 1644.28 2.3 25.9 4.5
Glbl Strategic Yield B EU BD IRL 05/26 EUR 1763.67 2.5 26.6 5.2
Japan Equity A JP EQ IRL 05/26 JPY 10878.72 -6.5 -2.3 -19.4
Japan Equity B JP EQ IRL 05/26 JPY 11623.07 -6.3 -1.7 -19.0
PacBasn (Ex-Jap) Eq A AS EQ IRL 05/26 USD 2007.50 -12.2 22.9 -8.9
PacBasn (Ex-Jap) Eq B AS EQ IRL 05/26 USD 2147.64 -12.0 23.6 -8.4
Pan European Eq A EU EQ IRL 05/26 EUR 923.25 -4.1 18.6 -11.9
Pan European Eq B EU EQ IRL 05/26 EUR 986.40 -3.9 19.2 -11.4
US Equity A US EQ IRL 05/26 USD 831.03 -4.8 17.4 -12.4
US Equity B US EQ IRL 05/26 USD 891.88 -4.5 18.1 -11.9
US Small Cap A US EQ IRL 05/26 USD 1325.63 2.9 27.3 -8.9
US Small Cap B US EQ IRL 05/26 USD 1423.60 3.1 28.1 -8.3

n SEB ASSET MANAGEMENT S.A.
www.seb.se
Asset Sele Opp C EUR OT OT NA 05/27 EUR 98.68 -0.4 NS NS

n SEB Fund 1
Asset Sele C EUR OT OT LUX 05/27 EUR 13.84 -0.2 1.5 8.2
Asset Sele C H-CHF OT OT LUX 05/27 CHF 95.89 -0.3 1.0 NS
Asset Sele C H-GBP OT OT LUX 05/27 GBP 97.37 -0.1 2.0 NS
Asset Sele C H-JPY OT OT LUX 05/27 JPY 9668.68 0.0 1.5 NS
Asset Sele C H-NOK OT OT LUX 05/27 NOK 111.52 0.2 2.2 NS
Asset Sele C H-SEK OT OT LUX 05/27 SEK 138.60 -0.4 1.2 8.5

Asset Sele C H-USD OT OT LUX 05/27 USD 97.20 -0.1 1.7 NS
Asset Sele CG-EUR OT OT LUX 05/27 GBP 98.00 -0.9 NS NS
Asset Sele D H-SEK OT OT LUX 05/27 SEK 127.84 -0.3 1.2 NS
Choice Global Value -C- GL EQ LUX 05/27 SEK 77.48 0.5 20.1 -12.7
Choice Global Value -D- OT OT LUX 05/27 SEK 72.27 0.6 20.2 -12.7
Choice Global Value -I- OT OT LUX 05/27 EUR 7.10 5.8 32.2 -14.1
Choice Japan Fd -C- OT OT LUX 05/27 JPY 45.87 -2.1 -2.9 -20.0
Choice Japan Fd -D- OT OT LUX 05/27 JPY 41.08 -2.1 -2.9 -20.0
Choice Jpn Chance/Risk -C- OT OT LUX 05/27 JPY 46.72 -8.2 -1.1 -24.2
Choice NthAmChance/Risk -C- OT OT LUX 05/27 USD 3.80 -3.1 18.5 -13.7
Ethical Europe Fd -C- OT OT LUX 05/27 EUR 1.89 -3.2 16.9 -15.3
Europe Fund -C- OT OT LUX 05/27 EUR 2.76 -2.2 18.7 -14.3
Europe Fund -D- OT OT LUX 05/27 EUR 1.48 -2.2 NS NS
Europe Index Fund -C- OT OT LUX 05/27 EUR 3.85 -5.2 15.2 -16.3
Global Chance/Risk Fd -C- OT OT LUX 05/27 EUR 0.65 8.5 30.1 -4.7
Global Fd -C- OT OT LUX 05/27 USD 1.97 -7.5 12.6 -16.5
Global Fd -D- OT OT LUX 05/27 USD 1.22 -7.4 12.6 NS
Nordic Fd -C- OT OT LUX 05/27 EUR 6.01 1.7 19.2 -5.3

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 05/27 USD 6.76 -8.6 16.7 -8.4
Choice Asia ex. Japan -D- OT OT LUX 05/27 USD 1.19 -8.6 16.7 NS
Currency Alpha EUR -IC- OT OT LUX 05/27 EUR 10.28 -0.2 -2.8 -1.0
Currency Alpha EUR -RC- OT OT LUX 05/27 EUR 10.17 -0.3 -3.2 -1.4
Currency Alpha SEK -ID- OT OT LUX 05/27 SEK 91.86 -0.1 -3.0 -3.0
Currency Alpha SEK -RC- OT OT LUX 05/27 SEK 98.78 -0.3 -3.2 -1.4
Generation Fd 80 -C- OT OT LUX 05/27 SEK 8.05 1.6 16.4 -4.1
Nordic Focus SH A OT OT LUX 05/27 EUR 82.11 1.7 31.8 -5.5
Nordic Focus SH B OT OT LUX 05/26 SEK 82.14 1.7 31.8 -5.5
Nordic Focus SH C OT OT LUX 05/27 NOK 81.51 1.7 31.8 -5.5
Russia Fd -C- OT OT LUX 05/27 EUR 9.95 12.6 61.0 -9.1

n SEB Fund 3
Ethical Glbl Index Fd -D- OT OT LUX 05/27 USD 0.70 -15.3 6.6 -16.6
Ethical Glbl lndex Fd -C- OT OT LUX 05/27 USD 0.72 -5.3 13.0 NS
Ethical Sweden Fd -D- OT OT LUX 05/27 SEK 42.34 2.6 27.5 2.0
Index Linked Bd Fd SEK -D- OT OT LUX 05/27 SEK 13.39 4.1 10.1 5.4
Medical Fd -D- OT OT LUX 05/27 USD 2.96 -11.2 10.2 -7.1
Short Medium Bd Fd SEK -D- OT OT LUX 05/27 SEK 8.56 0.0 0.2 1.3
Technology Fd -C- OT OT LUX 05/27 USD 0.20 -5.6 NS NS
Technology Fd -D- OT OT LUX 05/27 USD 2.39 -5.5 24.4 -5.0
U.S. Index Fd -C- OT OT LUX 05/27 USD 1.74 -4.9 18.0 -11.5
U.S. Index Fd -D- OT OT LUX 05/27 USD 1.72 -5.8 16.9 -12.0
World Fd -C- OT OT LUX 05/27 USD 26.29 -7.7 NS NS
World Fd -D- OT OT LUX 05/27 USD 1.96 -9.2 10.8 -13.5

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 05/27 EUR 1.27 -0.1 -0.2 0.2
Short Bond Fd EUR -D- OT OT LUX 05/27 EUR 0.49 -1.3 -1.4 NS
Short Bond Fd SEK -C- OT OT LUX 05/27 SEK 21.96 0.0 0.5 1.5
Short Bond Fd SEK HNWC OT OT LUX 05/27 SEK 11.11 0.1 NS NS
Short Bond Fd SEK HNWD OT OT LUX 05/27 SEK 9.95 -1.9 NS NS
Short Bond Fd USD -C- OT OT LUX 05/27 USD 2.48 -0.4 -0.7 0.0

n SEB Fund 5
Bond Fd SEK -C- NO BD LUX 05/27 SEK 44.05 2.8 6.2 7.7
Bond Fd SEK -D- NO BD LUX 05/27 SEK 12.34 -0.9 2.4 5.8
Bond Fd SEK HNWD OT OT LUX 05/26 SEK 8.95 3.0 NS NS
Corp. Bond Fd EUR -C- EU BD LUX 05/27 EUR 1.30 2.7 15.8 4.9
Corp. Bond Fd EUR -D- EU BD LUX 05/27 EUR 0.97 2.8 16.0 4.9
Corp. Bond Fd SEK -C- NO BD LUX 05/27 SEK 13.00 3.3 18.4 3.4
Corp. Bond Fd SEK -D- NO BD LUX 05/27 SEK 9.46 3.3 18.4 3.4
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 05/27 EUR 105.83 5.9 10.4 6.3
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 05/27 EUR 115.15 5.7 9.9 8.4
Flexible Bond Fd -C- NO BD LUX 05/27 SEK 21.33 -0.1 0.6 3.4
Flexible Bond Fd -D- NO BD LUX 05/27 SEK 11.32 -0.1 0.6 3.4

n SEB Sicav 1
Choice Emerging Mkts Fd -C- OT OT LUX 05/27 USD 2.39 -10.7 16.6 -12.8
Eastern Europe exRussia Fd -C- OT OT LUX 05/27 EUR 2.65 1.1 32.8 -11.3

n SEB Sicav 2
Choice Asia SmCap exJpn -C- OT OT LUX 05/27 SEK 31.96 -0.6 28.7 7.8
Eastern Europe SmCap Fd -C- OT OT LUX 05/26 EUR 2.96 9.4 64.1 -7.2
Europe Chance/Risk Fd -C- OT OT LUX 05/27 EUR 1018.57 -1.7 19.2 -16.6
Listed Private Equity -C- OT OT LUX 05/27 EUR 143.66 11.5 46.4 NS
Listed Private Equity -IC- OT OT LUX 05/27 EUR 87.42 14.9 58.2 NS
Listed Private Equity -ID- OT OT LUX 05/27 EUR 83.62 14.7 57.5 NS
Nordic Small Cap -C- OT OT LUX 05/26 EUR 129.73 -3.7 NS NS
Nordic Small Cap -IC- OT OT LUX 05/26 EUR 130.41 -3.5 NS NS

n SEB Sicav 3
Asset Sele Defensive EUR -C- OT OT LUX 05/27 EUR 98.80 -1.0 NS NS
Asset Sele Defensive GBP -D- OT OT LUX 05/27 GBP 98.00 -0.9 NS NS
Asset Sele Defensive SEK -A- OT OT LUX 05/27 SEK 77.49 -1.0 -0.8 -14.4
Asset Sele Defensive SEK -C- OT OT LUX 05/27 SEK 98.75 -1.0 NS NS
Asset Sele Defensive SEK -D- OT OT LUX 05/27 SEK 69.32 -1.0 -0.8 -14.4
Asset Sele Defensive USD -C- OT OT LUX 05/27 USD 100.05 -0.9 NS NS
Asset Sele Opp C H NOK OT OT LUX 05/27 NOK 102.27 0.0 NS NS
Asset Sele Opp C H SEK OT OT LUX 05/27 SEK 100.24 -0.7 NS NS
Asset Sele Opp D GBP OT OT LUX 05/27 GBP 96.05 0.0 NS NS
Asset Sele Opp IC EUR OT OT LUX 05/27 EUR 101.49 -0.4 NS NS
Asset Sele Opp ID H GBP OT OT LUX 05/27 GBP 101.70 0.0 NS NS
Asset Sele Opp ID H SEK OT OT LUX 05/27 SEK 100.87 -0.6 NS NS
Asset Sele Original C EUR OT OT LUX 05/27 EUR 101.42 0.0 NS NS
Asset Sele Original D GBP OT OT LUX 05/27 GBP 102.08 0.2 NS NS
Asset Sele Original ID GBP OT OT LUX 05/27 GBP 101.69 0.2 NS NS

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
A company of Amundi Group
Bonds ConvEurope A OT OT LUX 05/25 EUR 30.69 3.5 11.8 1.9
Bonds Eur Corp A OT OT LUX 05/25 EUR 23.17 0.3 7.6 3.1
Bonds Eur Hi Yld A OT OT LUX 05/25 EUR 20.75 0.8 27.4 0.9
Bonds EURO A OT OT LUX 05/26 EUR 42.11 2.6 6.8 6.6
Bonds Europe A OT OT LUX 05/26 EUR 40.27 3.0 6.5 6.6
Bonds US MtgBkSec A OT OT LUX 04/29 USD 24.41 -4.7 11.9 0.0
Bonds World A OT OT LUX 05/25 USD 41.23 -1.8 4.2 2.3
Eq. AsiaPac Dual Strategies A OT OT LUX 05/26 USD 8.93 -14.3 17.1 -13.4
Eq. China A OT OT LUX 05/26 USD 20.23 -16.2 10.9 -11.5
Eq. Concentrated Euroland A OT OT LUX 05/26 EUR 81.26 -14.4 -2.7 -19.1
Eq. ConcentratedEuropeA OT OT LUX 05/25 EUR 24.57 -9.0 8.7 -16.3
Eq. Emerging Europe A OT OT LUX 05/25 EUR 23.79 1.0 36.2 -22.5
Eq. Equities Global Energy OT OT LUX 05/25 USD 14.90 -17.9 -3.3 -28.7
Eq. Euroland A OT OT LUX 05/26 EUR 9.64 -11.0 3.9 -18.1
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 05/26 EUR 135.17 -4.2 20.5 -11.2
Eq. EurolandCyclclsA OT OT LUX 05/26 EUR 17.37 -2.4 13.8 -12.1
Eq. EurolandFinancialA OT OT LUX 05/26 EUR 9.09 -19.6 -3.7 -23.9
Eq. Glbl Emg Cty A OT OT LUX 05/26 USD 7.91 -18.3 0.7 -22.0
Eq. Global A OT OT LUX 05/26 USD 25.31 -9.1 13.7 -15.5
Eq. Global Resources A OT OT LUX 05/26 USD 101.49 -9.1 11.9 -20.2
Eq. Gold Mines A OT OT LUX 05/26 USD 32.11 6.0 23.6 1.5
Eq. India A OT OT LUX 05/27 USD 121.66 -8.4 17.9 -6.8
Eq. Japan CoreAlpha A OT OT LUX 05/27 JPY 7321.46 -0.2 0.7 -11.0
Eq. Japan Sm Cap A OT OT LUX 05/26 JPY 1001.04 -6.4 4.9 -15.3
Eq. Japan Target A OT OT LUX 05/27 JPY 1617.18 -1.3 -3.5 -8.8
Eq. Latin America A OT OT LUX 05/26 USD 98.31 -17.8 19.4 -21.4
Eq. US ConcenCore A OT OT LUX 05/25 USD 21.30 -5.7 17.6 -6.8
Eq. US Focused A OT OT LUX 05/26 USD 15.06 -5.0 11.9 -19.7
Eq. US Lg Cap Gr A OT OT LUX 05/25 USD 14.16 -7.2 16.3 -15.7
Eq. US Mid Cap A OT OT LUX 05/26 USD 30.42 1.8 32.9 -9.5
Eq. US Multi Strg A OT OT LUX 05/26 USD 20.35 -4.3 17.9 -14.4
Eq. US Rel Val A OT OT LUX 05/25 USD 19.81 -3.8 24.2 -14.4
Eq. US Sm Cap Val A OT OT LUX 05/26 USD 15.80 -1.0 22.4 -17.1
Money Market EURO A OT OT LUX 05/25 EUR 27.43 0.1 0.4 1.9
Money Market USD A OT OT LUX 05/26 USD 15.84 0.1 0.2 1.0

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

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

n YMR-N Series
YMR-N Growth Fund OT OT IRL 05/27 JPY 8696.00 -8.1 1.7 -21.5
YMR-N Small Cap Fund OT OT IRL 05/27 JPY 6401.00 -8.7 4.4 -20.0

n Yuki 77 Series
Yuki 77 General JP EQ IRL 05/27 JPY 5574.00 -9.4 -9.4 -25.4

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 05/27 JPY 6321.00 -7.4 -1.4 -21.3
Yuki Chugoku JpnLowP JP EQ IRL 05/27 JPY 7695.00 2.0 -3.1 -18.3

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 05/27 JPY 4319.00 -7.6 -3.5 -26.1
Yuki Hokuyo Jpn Inc JP EQ IRL 05/27 JPY 4985.00 -5.0 -3.1 -21.3
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 05/27 JPY 4644.00 -9.0 3.1 -19.9

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 05/27 JPY 4084.00 -7.6 -3.2 -28.1
Yuki Mizuho Jpn Dyn Gro OT OT IRL 05/27 JPY 4286.00 -8.1 -1.8 -28.4
Yuki Mizuho Jpn Exc 100 OT OT IRL 05/27 JPY 6341.00 -9.0 1.1 -23.8
Yuki Mizuho Jpn Gen OT OT IRL 05/27 JPY 8108.00 -5.9 -1.7 -21.1
Yuki Mizuho Jpn Gro OT OT IRL 05/27 JPY 5829.00 -8.3 -5.3 -23.3
Yuki Mizuho Jpn Inc OT OT IRL 05/27 JPY 7282.00 -4.6 -5.0 -23.1
Yuki Mizuho Jpn Lg Cap OT OT IRL 05/27 JPY 4795.00 -7.6 -3.6 -22.9
Yuki Mizuho Jpn LowP OT OT IRL 05/27 JPY 11254.00 -2.7 -1.3 -15.8
Yuki Mizuho Jpn PGth OT OT IRL 05/27 JPY 7162.00 -10.0 -6.2 -26.2
Yuki Mizuho Jpn SmCp OT OT IRL 05/27 JPY 6582.00 -7.8 8.7 -19.3
Yuki Mizuho Jpn Val Sel OT OT IRL 05/27 JPY 5316.00 -5.9 -2.5 -20.4
Yuki Mizuho Jpn YoungCo OT OT IRL 05/27 JPY 2452.00 -10.1 -1.7 -27.4

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 05/27 JPY 5112.00 -5.7 -1.8 -22.2

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

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

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

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 03/31 EUR 101.33 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 04/30 EUR 203.33 4.2 7.7 1.7

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

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

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

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

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

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

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 04/30 EUR 94.36 2.8 25.0 -8.2

Special Opp Inst EUR OT OT CYM 04/30 EUR 89.36 3.0 25.8 -7.7

Special Opp Inst USD OT OT CYM 04/30 USD 101.44 2.9 26.7 -5.8

Special Opp USD OT OT CYM 04/30 USD 99.12 2.7 25.8 -6.4

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 04/30 CHF 113.70 2.7 13.5 -2.9

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 04/30 GBP 135.85 2.8 14.1 -2.3

GH Fund Inst USD OT OT JEY 04/30 USD 115.13 3.0 15.2 -0.5

GH FUND S EUR OT OT CYM 04/30 EUR 132.24 3.3 15.5 -1.3

GH FUND S GBP OT OT JEY 04/30 GBP 137.08 3.3 15.2 -1.2

GH Fund S USD OT OT CYM 04/30 USD 155.02 3.2 15.8 0.0

GH Fund USD OT OT GGY 04/30 USD 281.23 2.7 14.3 -1.3

Hedge Investments OT OT JEY 04/30 USD 144.07 NS NS -0.5

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

MultiAdv Arb CHF Hdg OT OT JEY 04/30 CHF 98.13 3.8 14.2 -5.3

MultiAdv Arb EUR Hdg OT OT JEY 04/30 EUR 107.11 4.0 15.1 -4.4

MultiAdv Arb GBP Hdg OT OT JEY 04/30 GBP 115.49 4.0 15.1 -4.7

MultiAdv Arb S EUR OT OT CYM 04/30 EUR 115.06 4.5 16.6 -3.4

MultiAdv Arb S GBP OT OT CYM 04/30 GBP 120.39 4.4 16.5 -3.5

MultiAdv Arb S USD OT OT CYM 04/30 USD 131.32 4.3 17.0 -1.9

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

n HSBC Uni-folio
Asian AdbantEdge EUR OT OT JEY 04/30 EUR 100.38 1.1 8.0 -5.4

Asian AdvantEdge OT OT JEY 04/30 USD 185.12 1.3 9.4 -4.1

Emerg AdvantEdge OT OT JEY 04/30 USD 168.06 0.4 12.8 -6.9

Emerg AdvantEdge EUR OT OT JEY 04/30 EUR 93.54 0.4 12.2 -8.5

Europ AdvantEdge EUR OT OT JEY 04/30 EUR 135.90 2.4 16.3 -0.8

Europ AdvantEdge USD OT OT JEY 04/30 USD 144.30 2.3 17.0 0.0

Real AdvantEdge EUR OT OT NA 04/30 EUR 108.83 0.6 8.4 NS

Real AdvantEdge USD OT OT NA 04/30 USD 108.98 0.6 8.9 NS

Trading Adv JPY OT OT NA 04/30 JPY 9771.40 5.9 3.0 NS

Trading AdvantEdge OT OT GGY 04/30 USD 147.62 5.2 2.4 1.3

Trading AdvantEdge EUR OT OT GGY 04/30 EUR 133.77 5.0 2.0 1.4

Trading AdvantEdge GBP OT OT GGY 04/30 GBP 141.78 5.3 2.4 2.3

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

INDICES
NAV ——————%RETURN ——————

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

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

ARIX Composite Gross USD OT 04/30 USD 1438.45 3.2 3.2 2.6 -18.0 -7.1
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WORLD NEWS

Japan toughens North Korea stance
Lawmakers tighten restrictions on Pyongyang and drops its recent acrimony with the U.S. over troop deployments

TOKYO—Japanese lawmakers
moved Thursday to tighten restric-
tions on North Korea, signaling To-
kyo’s desire to remain a strong and
reliable U.S. partner following
months of acrimony over U.S. troop
deployments.

Japanese officials are also con-
sidering other steps that could af-
fect a group of about 600,000 North
Koreans in Japan—a legacy of Ja-
pan’s domination of Korea more
than 60 years ago.

A Japanese parliamentary com-
mittee passed a bill Thursday to au-
thorize the nation’s coast guard to
inspect North Korean cargo ships in
international waters. The bill is ex-
pected to pass the main chamber of
Japan’s upper house of parliament
Friday

Japanese government officials
are also considering other measures
such as tightening reporting re-
quirements for fund remittance and
physical shipments of funds from
Japan to North Korea. The Public
Security Intelligence Agency, Ja-
pan’s main government intelligence
agency, ordered its officials sta-
tioned across Japan to strengthen
information gathering related to
North Korea.

In particular, Japanese officials
are focusing on a group called the
General Association of Korean Resi-

dents in Japan, the de-facto North
Korean embassy in Japan that is
also known by the name Chongryon.
Mikinao Kitada, head of the Japa-
nese intelligence agency, said in a
speech to the heads of its regional
bureaus and broadcast on television
that the agency will keep a close eye
on Chongryon as it was “deepening
subordination to North Korea.”

An official at Chongryon said the

group didn’t have comment Thurs-
day on Mr. Kitada’s remark.

The moves suggest that the gov-
ernment of Japanese Prime Minister
Yukio Hatoyama wants to put
months of bickering with the U.S.
behind it. The two longtime allies
were at loggerheads over where to
move U.S. troops in Okinawa. Citing
the importance of the U.S.-Japan al-
liance and the rising tensions in

Asia, Mr. Hatoyama on Sunday
changed course and accepted an ex-
isting military relocation accord
with the U.S. That broke a campaign
promise with Japanese voters not to
allow a new military facility in Oki-
nawa.

The bill that passed through
committee Thursday allows Japa-
nese coast guard officials to board
North Korean ships suspected of

carrying banned items such as
weapons, nuclear materials or nar-
cotics, or order rerouting into Japa-
nese waters where the Japanese po-
lice can order the submission of
banned items.

While Japan isn’t nearly as
prominent a supporter of North Ko-
rea as is China, Japan’s large North
Korean community complicates its
interactions. Taking aim at North
Korea’s vulnerable economy, Japan
is also considering further lowering
the ceiling on the amount of remit-
tances the Japanese government re-
quire be reported to authorities. The
government’s current policy re-
quires remittances that exceed 10
million yen, or about $111,000, be
reported to the Ministry of Finance.

Remittance payments have al-
ready dropped off in recent years
after the Japanese government im-
posed similar punitive measures.
The government discontinued a
ferry service between North Korea
and the Japanese city of Niigata af-
ter Pyongyang launched rockets and
detonated its first nuclear device in
2006. The move crippled the ability
to transport funds and goods to the
country, a bulk of which is sent to
relatives there by ethnic Koreans
living in Japan. The total sum of re-
mittances sent by boat or plane fell
to 191 million yen in 2007 from 1.61
billion yen the previous year, ac-
cording to Japan’s Ministry of Fi-
nance.

BY YUKA HAYASHI
AND YOREE KOH

the border with China.the border with China.

*By person via aircraft or boat; excludes bank
and postal transfers
Note: Years shown are through March except
2010 which is through February
Sources: Japan’s Ministry of Finance;
Associated Press (photo)
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Input from Japan | Remittances sent from Japan to North Korea, In billions of yen*

North Korean soldiers monitor the Yalu River on Thursday in Sinuiju, at the border with China.

Mexico arrests
mayor of Cancún

MEXICO CITY—Mexican police
have arrested a prominent guberna-
torial candidate for alleged links to
organized crime, amid growing con-
cerns that drug gangs are buying off
politicians to get the Mexican gov-
ernment to back off in its war
against the cartels.

Gregorio Sánchez, mayor of Can-
cún and candidate for governor in
the state of Quintana Roo for the
leftist Party of the Democratic Revo-
lution, or PRD, was arrested at the
Cancún airport late Tuesday by
agents from the Mexican federal At-
torney General’s Office.

Mr. Sánchez, 47 years old, was
arrested on charges of organized
crime, conspiring to traffic drugs,
and money laundering, the Attorney
General’s Office said in a statement.

“I’ve been illegally detained here
at the airport,” the candidate wrote
on his Twitter account (@gregqroo)
moments after being arrested. His
campaign manager has since been
sending updates via the same ac-
count, denying the charges against
Mr. Sánchez.

While Mexican governors have
been charged with similar crimes
before, Mr. Sanchez’s arrest marks
the first time a gubernatorial candi-
date has been arrested during a
campaign. The PRD lashed out at
the arrest, which it said was politi-
cally motivated ahead of the state’s
July 4 vote.

“This is a blatant attempt to pre-
vent Greg from being candidate and
eventually governor,” Jesús Ortega,

the PRD president, told Mexican
television following the arrest.

Mexican officials said Mr. Sán-
chez has links to the notorious Los
Zetas cartel, which is believed to
control most illegal activities in the
area around Cancún. Mr. Sánchez’s
bank account had multimillion-dol-
lar transactions far above his pub-
lic-servant salary, officials said.

Mr. Sánchez has been in the
spotlight since last year, when a re-
tired army general sent at the re-
quest of the governor’s office to
clean up state and local police
forces in Quintana Roo was tortured
and murdered by suspected hit men
from Los Zetas.

During a subsequent investiga-
tion, three of Mr. Sánchez’s aides
were jailed for alleged ties to Los
Zetas, including the Cancún police
chief and the city’s prison director.
The men, who have denied the
charges, remain in jail.

Mexico’s Interior Ministry said it
told the PRD about the investiga-
tions into Mr. Sánchez in January,
before he became the party’s official
candidate.

Mexico holds 12 gubernatorial
contests on July 4, including in five
northern states where drug cartels
are particularly strong and where
drug-related violence is problem-
atic.

There are growing concerns that
cartels have paid off candidates in
various states and threatened candi-
dates in other races. Despite the
scandals, voters are likely to put
many such candidates in office any-
way, analysts say.

BY DAVID LUHNOW

Green is becoming a way of life – but what does it really mean for people and business?
Going Green explores the latest news, views and ideas about howwe canminimise our impact

on our planet’s health. From everyday environmentalism to the power of green business
to drive forward change—Going Green brings you the facts on the world’s hottest topic.

TIME. See the world differently.
www.time.com/goinggreen

Going Green

A regular feature within Time’s Life section
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 05/26 USD 9.74 -6.1 15.7 -13.8
Am Blend Portfolio I US EQ LUX 05/26 USD 11.51 -5.8 16.6 -13.1
Am Growth A US EQ LUX 05/26 USD 28.26 -9.5 15.8 -7.3
Am Growth B US EQ LUX 05/26 USD 23.67 -9.9 14.6 -8.2
Am Growth I US EQ LUX 05/26 USD 31.42 -9.2 16.7 -6.5
Am Income A US BD LUX 05/26 USD 8.49 2.7 17.6 6.4
Am Income A2 US BD LUX 05/26 USD 19.62 3.0 17.6 6.4
Am Income B US BD LUX 05/26 USD 8.49 2.4 16.7 5.6
Am Income B2 US BD LUX 05/26 USD 16.87 2.8 16.7 5.7
Am Income I US BD LUX 05/26 USD 8.49 2.8 18.3 7.1
Am Value A US EQ LUX 05/26 USD 8.05 -5.6 11.0 -12.4

Am Value B US EQ LUX 05/26 USD 7.37 -6.1 9.7 -13.3
Am Value I US EQ LUX 05/26 USD 8.68 -5.4 11.7 -11.7
Emg Mkts Debt A GL BD LUX 05/26 USD 15.42 1.2 21.9 8.0
Emg Mkts Debt A2 GL BD LUX 05/26 USD 20.45 1.7 21.9 8.1
Emg Mkts Debt B GL BD LUX 05/26 USD 15.42 0.9 20.8 7.0
Emg Mkts Debt B2 GL BD LUX 05/26 USD 19.62 1.3 20.7 7.1
Emg Mkts Debt I GL BD LUX 05/26 USD 15.42 1.4 22.5 8.6
Emg Mkts Growth A GL EQ LUX 05/26 USD 30.23 -12.8 19.9 -18.2
Emg Mkts Growth B GL EQ LUX 05/26 USD 25.52 -13.1 18.8 -19.0
Emg Mkts Growth I GL EQ LUX 05/26 USD 33.62 -12.5 20.9 -17.5
Eur Growth A EU EQ LUX 05/26 EUR 6.92 -1.6 13.4 -13.4
Eur Growth B EU EQ LUX 05/26 EUR 6.19 -2.1 12.1 -14.3
Eur Growth I EU EQ LUX 05/26 EUR 7.56 -1.4 14.2 -12.8
Eur Income A EU BD LUX 05/26 EUR 6.73 3.9 30.1 6.3
Eur Income A2 EU BD LUX 05/26 EUR 13.43 4.4 30.1 6.3
Eur Income B EU BD LUX 05/26 EUR 6.73 3.7 29.4 5.6
Eur Income B2 EU BD LUX 05/26 EUR 12.45 4.0 29.0 5.5
Eur Income I EU BD LUX 05/26 EUR 6.73 4.1 30.7 6.9
Eur Strat Value A EU EQ LUX 05/26 EUR 7.85 -8.0 9.2 -20.4
Eur Strat Value I EU EQ LUX 05/26 EUR 8.05 -7.9 10.0 -19.8
Eur Value A EU EQ LUX 05/26 EUR 8.42 -8.5 9.1 -17.0
Eur Value B EU EQ LUX 05/26 EUR 7.71 -8.9 8.0 -17.9
Eur Value I EU EQ LUX 05/26 EUR 9.76 -8.1 10.0 -16.4
Gl Balanced (Euro) A EU BA LUX 05/26 USD 13.76 -1.3 15.0 -9.4
Gl Balanced (Euro) B EU BA LUX 05/26 USD 13.36 -1.6 13.9 -10.2
Gl Balanced (Euro) C EU BA LUX 05/26 USD 13.64 -1.4 14.6 -9.6
Gl Balanced (Euro) I EU BA LUX 05/26 USD 14.05 -1.0 15.8 -8.7
Gl Balanced A US BA LUX 05/26 USD 15.44 -6.3 10.6 -11.9
Gl Balanced B US BA LUX 05/26 USD 14.62 -6.7 9.5 -12.8
Gl Balanced I US BA LUX 05/26 USD 16.05 -6.1 11.3 -11.3
Gl Bond A US BD LUX 05/26 USD 9.46 3.8 14.1 6.3

Gl Bond A2 US BD LUX 05/26 USD 16.66 4.1 14.1 6.3
Gl Bond B US BD LUX 05/26 USD 9.46 3.4 13.0 5.3
Gl Bond B2 US BD LUX 05/26 USD 14.53 3.6 13.0 5.2
Gl Bond I US BD LUX 05/26 USD 9.46 3.9 14.7 6.9
Gl Conservative A US BA LUX 05/26 USD 14.52 -1.9 9.8 -4.0
Gl Conservative A2 US BA LUX 05/26 USD 16.60 -1.9 9.7 -4.0
Gl Conservative B US BA LUX 05/26 USD 14.48 -2.3 8.6 -5.0
Gl Conservative B2 US BA LUX 05/26 USD 15.71 -2.4 8.6 -5.0
Gl Conservative I US BA LUX 05/26 USD 14.61 -1.6 10.6 -3.2
Gl Eq Blend A GL EQ LUX 05/26 USD 10.15 -13.0 7.4 -23.8
Gl Eq Blend B GL EQ LUX 05/26 USD 9.48 -13.4 6.3 -24.6
Gl Eq Blend I GL EQ LUX 05/26 USD 10.74 -12.7 8.3 -23.2
Gl Growth A GL EQ LUX 05/26 USD 36.80 -12.2 9.4 -23.6
Gl Growth B GL EQ LUX 05/26 USD 30.59 -12.6 8.2 -24.4
Gl Growth I GL EQ LUX 05/26 USD 40.99 -11.9 10.2 -23.0
Gl High Yield A US BD LUX 05/26 USD 4.30 2.0 33.8 5.7
Gl High Yield A2 US BD LUX 05/26 USD 9.50 2.6 33.6 5.6
Gl High Yield B US BD LUX 05/26 USD 4.30 1.6 32.3 4.4
Gl High Yield B2 US BD LUX 05/26 USD 15.20 2.2 32.3 4.5
Gl High Yield I US BD LUX 05/26 USD 4.30 2.1 34.6 6.4
Gl Thematic Res A OT OT LUX 05/26 USD 13.25 -10.0 17.5 -8.0
Gl Thematic Res B OT OT LUX 05/26 USD 11.54 -10.5 16.2 -9.0
Gl Thematic Res I OT OT LUX 05/26 USD 14.82 -9.8 18.4 -7.3
Gl Value A GL EQ LUX 05/26 USD 9.61 -13.7 5.7 -24.0
Gl Value B GL EQ LUX 05/26 USD 8.80 -14.1 4.8 -24.7
Gl Value I GL EQ LUX 05/26 USD 10.25 -13.5 6.5 -23.4
India Growth A OT OT LUX 05/26 USD 120.79 -4.8 NS NS
India Growth AX OT OT LUX 05/26 USD 105.70 -4.7 28.1 -1.2
India Growth B OT OT NA 05/26 USD 126.02 -5.2 NS NS
India Growth BX OT OT LUX 05/26 USD 89.99 -5.1 26.8 -2.2
India Growth I EA EQ LUX 05/26 USD 109.76 -4.5 28.7 -0.8

Int'l Health Care A OT EQ LUX 05/26 USD 123.64 -10.1 11.7 -7.0
Int'l Health Care B OT EQ LUX 05/26 USD 103.87 -10.4 10.6 -8.0
Int'l Health Care I OT EQ LUX 05/26 USD 135.52 -9.8 12.6 -6.3
Int'l Technology A OT EQ LUX 05/26 USD 103.00 -6.7 26.1 -9.9
Int'l Technology B OT EQ LUX 05/26 USD 88.90 -7.0 24.8 -10.8
Int'l Technology I OT EQ LUX 05/26 USD 115.86 -6.4 27.1 -9.2
Japan Blend A JP EQ LUX 05/26 JPY 5560.00 -7.7 -3.6 -22.1
Japan Growth A JP EQ LUX 05/26 JPY 5260.00 -10.5 -6.9 -23.6
Japan Growth I JP EQ LUX 05/26 JPY 5429.00 -10.2 -6.2 -23.0
Japan Strat Value A JP EQ LUX 05/26 JPY 5864.00 -4.2 0.8 -20.7
Japan Strat Value I JP EQ LUX 05/26 JPY 6040.00 -3.9 1.6 -20.1
Real Estate Sec. A OT EQ LUX 05/26 USD 13.29 -7.4 23.4 -16.7
Real Estate Sec. B OT EQ LUX 05/26 USD 12.10 -7.8 22.2 -17.5
Real Estate Sec. I OT EQ LUX 05/26 USD 14.32 -7.1 24.4 -16.0
Short Mat Dollar A US BD LUX 05/26 USD 7.29 1.3 12.8 -1.2
Short Mat Dollar A2 US BD LUX 05/26 USD 9.94 1.5 12.7 -1.2
Short Mat Dollar B US BD LUX 05/26 USD 7.29 1.2 12.4 -1.6
Short Mat Dollar B2 US BD LUX 05/26 USD 9.87 1.3 12.2 -1.7
Short Mat Dollar I US BD LUX 05/26 USD 7.29 1.5 13.4 -0.6

n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 05/26 GBP 7.60 -7.8 12.8 -7.9
Andfs. Borsa Global GL EQ AND 05/26 EUR 6.04 -7.1 10.2 -16.6
Andfs. Emergents GL EQ AND 05/26 USD 15.11 -12.9 15.7 -15.2

FUND SCORECARD
Sector Equity Precious Metals
Funds that invest primarily in the equities of mining companies, though some may own gold or other
metals outright. Most concentrate on gold-mining equities. Ranked on % total return (dividends
reinvested) in U.S. dollars for one year ending May 27, 2010

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

4 ETFS ETF Securities USDJersey 10.98 94.24 -0.93 NS
Physical Palladium ETC Limited

NS ZKB Zürcher CHFSwitzrlnd 10.42 87.90 -2.06 NS
Palladium ETF CHF Kantonalbank

3 Gold 2000 Zimba Inc CHFCayman Isl 3.68 51.71 -1.74 25.33
Ltd

4 AMG Gold LB(Swiss) CHFSwitzrlnd 10.95 42.96 7.09 NS
Minen Metalle A Investment AG

1 ZKB Gold Zuercher CHFSwitzrlnd 2.66 42.46 -26.88 NS
Aktienfonds A Kantonalbank

2 Nestor Gold Nestor Investment EURLuxembrg 5.29 42.09 -3.53 19.69
Fonds Management S.A.

2 SICAV Cofibol EURLuxembrg 1.37 41.46 -2.15 21.50
Placeuro Gold Mines Dist

3 Craton LLB Fund Services USDLiechtnstn 5.87 40.84 2.32 19.09
Capital Precious Metal A AG

2 STABILITAS IPConcept Fund EURLuxembrg -2.36 39.69 -4.59 NS
Pacific Gold+Metals I Management S.A.

5 Share Gold Bank Degroof USDLuxembrg 8.47 37.06 14.31 31.79

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

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

European stocks rise 3%
Reassurance from China aids euro; commodities rally again

European stocks romped higher
and the euro strengthened against
the dollar as concerns about conflict
on the Korean peninsula appeared
to ebb and China denied it was con-
sidering selling European bond
holdings.

On Thursday, the China State Ad-
ministration of Foreign Exchange,
the agency that manages the na-
tion’s reserves, said it had no plans
to dump euro-zone government
bond holdings, refuting a news re-
port that it was weighing such a
move.

The euro also got a boost after
the Spanish Parliament approved
€15 billion ($18.29 billion) of auster-
ity measures—though the plan
barely passed, underscoring the po-
litical challenges facing cash-
strapped governments.

The pan-European Stoxx 600 in-
dex ended up 3% at 244.79. The
U.K.’s FTSE 100 closed up 3.1% at
5195.17, Germany’s DAX rose 3.1% to
5937.14 and France’s CAC-40 gained

3.4% to 3525.31.
The Dow Jones Industrial Aver-

age closed 284.54 points, or 2.9%,
higher, in New York, firmly back
above the 10,000-mark at 10258.99.
Equity markets in Asia also closed
positively.

Although Europe’s sovereign-
debt problems are far from re-
solved, investors edged away from
safer investments, such as bunds
and the dollar, for the second con-
secutive session.

Meanwhile, the insurance sector
led the gains in Europe, as specula-
tion mounted that Prudential PLC
would amend or abandon its deal to
acquire American International
Group’s Asian unit, AIA.

Prudential came off its highs but
still closed sharply higher, up 6.8%
at 547.50 pence ($7.88). Investors
bid Prudential shares sharply lower
when the original deal was an-
nounced.

The news regarding China’s bond
holdings helped the sector, too. In-
surers are large holders of European
government debt.

AXA shares rose 6.4% and Aviva
shares jumped 7.1%.

Also, BP surged to end 5.9%
higher in London, after its attempts
to stem the oil leak in the Gulf of
Mexico appeared to be making prog-
ress, though the energy giant hadn’t
made any definitive statements
about its latest rescue effort.

In late afternoon in New York,
the euro was at $1.2349, up from
$1.2193 late on Wednesday. The
British pound rose against the dol-
lar, moving to $1.4576 from $1.4398.

The more positive tone in global
markets helped push commodities
higher. Light, sweet, crude for July
delivery on the New York Mercantile
Exchange closed up 4.3%, or $3.04,
at $74.55 per barrel. Gold’s three-
day rally, however, stalled; gold for
June delivery on the Comex division
of Nymex closed down $1.50, or
0.1%, at $1,211.90.

Miners rallied. Rio Tinto shares
climbed 4%, BHP Billiton rose 4.4%
and Xstrata gained 4%.

—Sarah Turner contributed
to this article.

BY ANDREA TRYPHONIDES

U.S. charges adviser to stars
NEW YORK—A New York finan-

cial adviser to the rich and the fa-
mous was accused on Thursday of
running a $30 million investment
fraud and using the funds to enrich
himself and friends, including a for-
mer New York City politician.

Kenneth I. Starr, who at one time
advised actors Wesley Snipes and
Sylvester Stallone, is alleged to have
used his access to famous and pow-
erful clients to “burnish an image of
trustworthiness” and, in some cases,
assume total control over his cli-
ents’ financial lives, according to a
criminal complaint filed by federal
prosecutors in the U.S. Attorney’s
Office in Manhattan.

The complaint also charges An-
drew Stein, the former president of
the New York City Council, who is
described as an “associate” who re-
ceived money from Mr. Starr’s al-
leged scheme. He was accused of
making false statements in an Inter-
nal Revenue Service filing and mak-
ing false statements to an IRS agent.

The criminal complaint didn’t
have details on the alleged victims,
but it described them as an un-
named hedge-fund manager and
well-known philanthropist, an ac-
tress, a former executive of a talent
agency, an elderly heiress and a jew-
eler who is a convicted felon.

Both Mr. Stein and Mr. Starr
were expected to appear in federal
court in Manhattan later Thursday.
Their lawyers didn’t immediately re-
turn phone calls seeking comment.

Mr. Starr isn’t the Kenneth Starr
who served as prosecutor in the
Whitewater investigation.

Prosecutors accused Mr. Starr,
the chief executive of Starr Invest-
ment Advisors and manager of
Starr & Co. LLC, of engaging in two
types of schemes.

He is alleged to have solicited
clients for investments in entities or
businesses he described as sure
deals, but diverted all or some of
the money to himself, his family or
friends, according to the criminal
complaint.

The complaint accuses Mr. Starr

of using some of the funds to pur-
chase a luxury apartment on Man-
hattan’s Upper East Side, worth at
least $7.5 million. About $1.6 million
of funds were invested in an entity
known as Wind River LLC, prosecu-
tors claimed. The money was used
to pay for “extravagant personal ex-
penses” of Mr. Stein, including hun-
dreds of thousands of dollars to pay
his American Express bills, prosecu-
tors said.

Mr. Starr also allegedly made un-
authorized transfers of client funds
to himself or his associates. When
clients sought to be repaid, Mr.
Starr would transfer funds from
other clients, an action consistent
with a “Ponzi” scheme, the criminal
complaint said.

The Securities and Exchange
Commission, which filed a related
but separate civil complaint against
Mr. Starr alleging fraud, said Starr
Investment Advisors provides in-
vestment-advice services to more
than 30 high-net-worth individuals
and has assets under management
in excess of $700 million.

BY CHAD BRAY

Unit of Dubai Holding
seeks a debt extension

Dubai International Capital, an
investment arm of conglomerate
Dubai Holding, has asked lenders
for a three-month extension on
some of its debts, underscoring the
financial challenges still facing the
city-state.

DIC said in a statement Thursday
that the debt extension to Sept. 30
would allow it to implement a “con-
sensual longer-term plan” that
would allow it to “maximize the
value of its business for the benefit
of all its stakeholders.”

The news comes six months after
Dubai’s much larger conglomerate
Dubai World shocked markets by
announcing a standstill on its own
debt pile. Last week, Dubai World
said it has agreed in principle with
its main creditors to restructure
$23.5 billion of debt and said it
would seek a final deal with all its
creditors by the end of June.

That agreement came after

Dubai received financial support
from its neighboring emirate, Abu
Dhabi, the federal capital of the
United Arab Emirates. The deal was
hailed by officials in Dubai and the
U.A.E. as a significant milestone in
getting the city-state’s debt woes
behind it.

DIC’s move suggests Dubai isn’t
out of the woods yet. Dubai Holding,
which has overall debt of about $12
billion, is controlled by the emirate’s
ruler Sheikh Mohammed bin Rashid
Al Maktoum.

DIC has $2.6 billion of debt ma-
turing by 2011, with $1.25 billion
falling due next month, a banker fa-
miliar with the matter said Thurs-
day. DIC said it made the debt-ex-
tension presentation to its lenders
alongside a coordinating committee
of banks. The coordinating commit-
tee is co-chaired by HSBC Holdings
PLC and Emirates NBD PJSC, the
banker said. Financial services firm
Deloitte is advising DIC’s lenders,
another person familiar with the
matter said.
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