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India’s government and
a consortium of banks
are waging a battle against
businessman Vijay Mallya
over unpaid loans. B5

# Craig Wright, an Aus-
tralian businessman, said
he is Satoshi Nakamoto,
the elusive pseudonymous
creator of bitcoin. Al

4 Baker Hughes laid out
a plan to cut costs and buy
back stock and debt, after
its merger deal with Halli-
burton was scrapped. Bl

4 Saudi Binladin will lay
off 50,000 people as the
construction firm attempts
to turn around a business
hurt by low oil prices. Bl

# China is investigating
Baidu after the death of a
young man with cancer who
had tried a therapy found
through an online ad. Bl

4 Bond trading in Australia
is signaling a rate cut Tues-
day by the central bank. B5

4 India is again locking
horns with ride-hailing
services Uber and Ola. B3

@ Puerto Rico said it
didn’t plan to make most
of a $422 million debt pay-
ment due Monday. B5
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4 South Korea’s Park said
she sought Iran’s help to
implement international
sanctions on North Korea
as Seoul works to build
pressure on its neighbor. Al

# Shiite cleric Sadr trav-
eled to Iran, a day after his
supporters withdrew from
their occupation of Iraq’s
International Zone. A3

4 A breakdown in public
order amid Iraqg’s fight
against Islamic State is ex-
posing the country’s doc-
tors to revenge attacks. A3

4 Egypt’s police faced

new calls for overhaul af-
ter a raid on a Cairo press
union building and the ar-
rest of two journalists. A4

¢ If the Indiana primary
sets up a Clinton-Trump
election matchup, it will
help pave the way for an ex-
treme study in contrasts. A2

# Filipinos once driven
overseas by their nation’s
stagnation are returning
in greater numbers. Al

4 China’s ruling Commu-
nist Party suspended for a
year the membership of
critic Ren Zhigiang. A6

Inside
KEYWORDS Bl
This Tech Bubble
Is Bursting

CONTENTS

Arts & Ent...... All
Business & Tech. Bl-4
Crossword..... Al4
Heard on Street... B8
Markets Digest.... B6
Money & Inv..... B5-8

Opinion........... A12-13
Personal Journal A10

China: RMB28.00; Hong Kong: HK$23.00;
Indonesia: Rp25,000 (incl PPN);
Japan: Yen620 (incl JCT); Korea: Won4,000;
Malaysia: RM7.50; Singapore: S$5.00 (incl GST)
KDN PP 9315/10/2012 (031275); MCI (P)
NO. 106/10/2015; SK. MENPEN R.. NO: 01/
SK/MENPEN/SCJJ/1998 TGL. 4 SEPT 1998
40170

© Copyright 2016 Dow Jones &
Company. All Rights Reserved

ISSN 03779920

7703771992000

9

q

Japan and Italy Urge Action on Global Econom

TEAMING UP: Japanese Prime Minister Shinzo Abe, left, met with Italian counterpart Matteo Renzi in
Florence on Monday ahead of this month’s Group of Seven summit, which Japan will host. The two leaders
said they want the summit to show support for flexible budget policies to stabilize the global economy.

CHINA’S FLAWED SCHOOLS
DRIVE STUDENTS TO U.S.

+

Fed up with high-pressure tests and low standards, middle-class looks abroad

By TE-PING CHEN AND MIRIAM JORDAN

YANGZHOU, China—Fan Yue looked into the
future and didn’t like what she saw.

As a high-school student in this eastern
Chinese city of 4.6 million, she dreamed of
going to college and studying education. But
most Chinese universities are uninspiring,
she said. She heard cheating was pervasive
and that many people skip class. Students
are required to study “Mao Zedong thought.”

Just getting in takes years of study for the
gaokao entrance exam, which is like the SAT
on steroids. Students must memorize poetry
tracing back to the 7th century. Few of the
millions who take it get into China’s top uni-
versities, with competition in Ms. Fan’s
home province of Jiangsu particularly fierce.

Going through such a process “where I

don’t learn anything” would be soul-crush-

ing, said Ms. Fan, 20 years old. “There’s no
meaning there.”

There was another option: America. She
had heard it was dangerous and wondered if
she’d need to carry a knife. Her parents
were against it.

Yet on a brief visit to the U.S., she was in-
spired by the leafy campuses and sense of
academic freedom. She applied to the Uni-
versity of California, Irvine, and got in.

Many people assume foreign students at
U.S. colleges are rich, pampered youths out
to have a good time before returning home
to lives of privilege. Sometimes this is true.

But as the number of foreign students
surges on U.S. campuses—nearly a million
were enrolled last year, up more than 40%
from five years earlier—more are coming
from middle-class backgrounds like Fan Yue’s.

Please see CHINA page A8

Australian
Claims to Be
Mzr. Bitcoin

By Riva GoLp
AND PAUL VIGNA

LONDON—Craig Wright, an
Australian businessman, said
on Monday that he is Satoshi
Nakamoto, the elusive pseud-
onymous creator of the cryp-
tocurrency bitcoin.

Mr. Wright, a computer sci-
entist and entrepreneur who
has been the subject of
months of speculation regard-
ing the origin of the digital
money system, made the claim
in interviews with the BBC,
the Economist and GQ publica-

tions. He also published a blog
post at www.drcraigwright.net
in which he makes a similar
suggestion.

Mr. Wright’s assertions are
difficult to verify. The blog
post appears to provide repre-
sentations of digital signature
files that tie Mr. Wright to Na-
kamoto, but much of the post
is a recitation of techniques
for using and verifying signa-
tures. Bitcoin uses public-key
cryptography, which involves
pairs of “private” and “public”
keys. A person possessing the

Please see BITCOIN page A2

Park Seeks Iran’s

Aid on Sanctions

By ALASTAIR GALE

SEOUL—South Korea’s pres-
ident said she sought Iran’s
help to implement interna-
tional sanctions against North
Korea as Seoul works to build
pressure on its volatile neigh-
bor amid concerns that Pyong-
yang could test another nuclear
bomb in the next few days.

“I explained our govern-
ment’s intolerance of North Ko-
rea’s nuclear weapons...and
asked for Iran’s cooperation,”
President Park Geun-hye said
in televised remarks alongside
Iranian President Hassan Rou-

hani in Tehran after talks on
Monday.

Mr. Rouhani said Iran was
“in principle, opposed to any
nuclear-weapons development”
and added that Tehran hoped
for peace and prosperity on the
Korean Peninsula.

The Tehran meeting follows
a buildup of tensions between
North and South Korea. Pyong-
yang carried out its fourth nu-
clear test in January, followed
by a long-range rocket launch a
month later. In recent weeks,
North Korea has held a series
of missile tests, including the

Please see KOREA page A2

BIG TIME: Bank of China is preparing to move its U.S. headquarters

\ —
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this fall to a new 450-foot-tall tower in Midtown Manhattan, above.
The move reflects the bank’s expanding business in the U.S. B5

Filipinos Abroad
Are Moving Back

By TREFOR Moss

MANILA—For years Filipi-
nos with professional ambi-
tions knew the surest way to
realize them: leave the Philip-
pines.

Since the 1970s, Filipinos by
the millions have left the coun-
try—many for jobs as domestic
helpers, chauffeurs and con-
struction workers, but also
doctors, academics and tech
professionals who saw no
prospect of earning a good sal-
ary or achieving their career
goals at home.

But the trend is finally turn-
ing. Talented Filipinos once
driven overseas by their coun-
try’s stagnation are beginning
to return in greater numbers,
raising hopes that the “brain
drain” that has stunted devel-
opment may finally be going
into reverse. Political stability
and economic growth—averag-

ing 6.2% between 2010 and
2015, second only to China’s
among East Asia’s major econ-
omies—are changing percep-
tions among the Philippines’
diaspora.

Since peaking in 2011 at
more than 10.4 million living
abroad—a nearly 50% jump
from 2005—the number of Fil-
ipinos working abroad has
gradually begun to fall, accord-
ing to the government’s Com-
mission on Filipinos Overseas.
Improving conditions at home
are dovetailing with weaken-
ing demand for imported labor
in places like the Middle East.

President Benigno Aquino
III recently said the number of
overseas Filipinos may be as
low as 9.4 million, and cited
the decline as one of his ad-
ministration’s main achieve-
ments.

There is no data on how

Please see MOVE page A6

Runners Have Workouts Down to a Fine Art

* * *

Creative joggers use GPS systems as brush strokes; drawing Yoda

By TimoTHY W. MARTIN

Steps from finishing a 20-
mile run, Gene Lu raised his
arms in triumph. After a three-
hour trek through Portland,
Ore., Mr. Lu had achieved a goal
that was both athletic and artis-
tic. He had drawn Yoda.

“I made 152 turns,” says Mr.
Lu, a 35-year-old creative di-
rector whose Yoda portrait is
part of a collection of works
he calls “Run Wars.”

Mr. Lu is on the cutting edge
of so-called GPS art, a new me-
dium that uses Global Position-
ing Systems as brush strokes.

With the help of GPS apps,
runners and bikers are pro-
ducing everything from
Thanksgiving turkeys to char-
acters on “Game of Thrones.”
The apps track their move-
ments in real-time, and, if all
goes smoothly, the map’s final
series of squiggles and lines
resembles the chosen subject.

Stephen Lund has emerged

as perhaps the most famous
name in the GPS landscape.
The 50-year-old Canadian cy-
clist recently gave a TEDx talk
called “A Creative Spin: Pedal-
ing My Art.”

With a microphone taped to
his cheek and wearing an un-
tucked black shirt and jeans, Mr.
Lund paced
around a stageand -
described how he =
found inspiration ~

after  spontane-
ously drawing "
“Happy 2015”

early last year.
“After this, my
bike was no longer
a bike—it was a
crimson-dipped paintbrush,”
said Mr. Lund, a brand strate-
gist, during the TEDx talk.
Executives at fitness-app
makers spotted the first exam-
ples of GPS art in 2011, with
routes depicting heart shapes or
jack-o’-lanterns. Over the past
year, GPS artists have prolifer-

Darth Vader
GPS map

ated and designs have become
more elaborate, says Andrew
Vontz, a brand manager at
Strava, a fitness app.

“People will do crazy things
to get their minds off of the
slog of fitness,” says Jason Ja-
cobs, chief executive of Run-
keeper, another fitness app.

Many of these su-
per-fit virtuosos go
- to great lengths to
. ensure their body of
work isn’t compro-
. mised by physical
barriers.

Baltimore-based
cyclist Michael Wal-
lace, known by his
artist name “Wally-
GPX,” was drawing a beach
bird and was halfway through
its neck when a building
blocked his path. Rather than
turning off his phone or alter-
ing his design, he parked his
bike, ran the phone through
the building and left it on a

Please see GPS page A8
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In Australia

Signals Cut

By VERA SPROTHEN

SYDNEY—Bond markets—
considered the fever curve of
an economy—are signaling
that Australia’s poor economic
health will force the central
bank to cut interest rates on
Tuesday.

Some of the largest inves-
tors globally, including Gold-
man Sachs Asset Management
and BT Investment Manage-
ment, have doubled down bets
on a rally in Australian bonds,
spurred by a report released
last week showing core con-
sumer inflation slipping to an
annual rate of 1.5%, the lowest
ever recorded. That was below
forecasts and short of the cen-
tral bank’s target of 2% to 3%.

“Deflationary pressure has
been washing around the
world, and it’s finally arrived
in Australia,” said Vimal Gor,
head of income and fixed in-
terest at BT Investment Man-
agement in Sydney. “We’ve got
slowing growth and short-
term deflation. It’s quite clear
that the [Reserve Bank of Aus-
tralia] will have to act.”

Activity in swap markets
shows that investors put the
likelihood of a 0.25-percent-
age-point rate cut this week
by the RBA at more than 50%,

up from just 10% before the in-
flation figures were released.

Australian government
bonds rallied as investors
rushed to snap up debt notes
in hopes of future returns.
Rate cuts typically boost the
value of existing notes over
the new ones issued at lower
rates. Soaring demand sent
prices higher and yields lower.
The yield on three-year bonds,
the most sensitive to rate
changes, was at 1.86% Monday,
down from 2.07% Wednesday,
while the yield on 10-year
bonds was off 0.2 percentage
point to 2.50%.

Mr. Gor, who helps manage
more than 77 billion Austra-
lian dollars (US$58.6 billion)
in assets, was buying short-
dated government debt last
week, adding to a bet he made
last year when he first piled
into Aussie bonds of up to
three-year maturities. He was
anticipating Australia’s central
bank would soon join global
peers in slashing interest rates
to stimulate the economy.

But the RBA has held its
fire since cutting the cash rate
to a record-low 2% a year ago.
Data released in March and
April showed Australia appar-
ently emerging from a global

Please see BONDS page B7

By SHEFALI ANAND
AnD KENAN MAACHADO

MUMBAI—India’s govern-
ment and a consortium of
mostly state-owned banks are
waging battle against high-
profile businessman Vijay Mal-
lya over hundreds of millions
of dollars in unpaid loans.

India’s Foreign Ministry
said it had canceled Mr. Mal-

lya’s passport and was seeking
his extradition from the UK.
as authorities investigate
money-laundering allegations
against him.

The banks, meanwhile, are
seeking repayment of loans
taken by a company Mr. Mallya
started, Kingfisher Airlines,
which was buried in debt when
it stopped operating in 2012.
The banks say Mr. Mallya per-

sonally guaranteed more than
$900 million in loans to King-
fisher and have asked Indian
courts to help them find his
assets.

Mr. Mallya, chairman of
United Breweries (Holdings)
Ltd., has denied any wrongdo-
ing and disputes the banks’ ac-
count of the size of the debt
and the extent of his personal
liability.

IMAGO/ZUMA PRESS

Vijay Mallya is being pursued for repayment on a purported guarantee of more than $900 miillion in loans to Kingfisher Airlines.

India and Lenders Pursue Tycoon

Mr. Mallya, who was once
known as the “King of Good
Times” and is often photo-
graphed decked out in gold
jewelry and surrounded by ce-
lebrities, recently has been ex-
coriated by politicians while
the local media offered blow-
by-blow coverage.

At an event organized by an
Indian media company in

Please see LOANS page B7

A Frenzy
In Futures
Isn’t Just

For Metals

By Lucy CRAYMER
AnD SHEN HonG

HONG KONG—The recent
fevered commodities trading
in China hasn’t been limited to
iron ore. Investors have piled
into futures for everything
from wheat and cotton to eggs
and asphalt.

As with industrial metals,
analysts reckon much of the
interest is coming from specu-
lative investors who have been
turned off to China’s stock
markets by tighter rules over
trading.

“Chinese speculators didn’t
want to buy into the equity
market with all the curbs, so
they jumped into the commod-
ity markets and it seems
they’ve done so in massive
style,” said Michael Coleman,
managing director at RCMA
Asset Management Pte.

Rampant speculation means
Chinese futures markets often
don’t reflect economic or in-
dustry fundamentals, while ex-
cess liquidity attributable to
loose monetary policy is fur-
ther driving the spike in inter-
est in agricultural futures.

For example, turnover of
corn futures traded on the Da-
lian Commodity Exchange was
up by nine times in April from
a year earlier, at around $30
billion in value, according to
data from the exchange. That
increase in trading activity is
despite corn prices falling by
10% after the Chinese govern-
ment announced that begin-
ning later this year it would
stop setting prices, allowing
market forces freer rein to
guide prices.

Trading volume for wheat
futures on the Zhengzhou
Commodity Exchange has also
rocketed by around nine times
to roughly $500 million over
the same period, even though
wheat prices have risen by
just 1.2%.

The increased trading in
Please see FUTURES page B7

The Bank of China Steps Up in Manhattan

By Caroryn Cut
Anp DanieL HuanG

One of China’s biggest lend-
ers is planting its flag in the
middle of Manhattan, a sym-
bolic move for a bank with am-
bitions to challenge Wall Street
on its home turf.

Bank of China is preparing
to move its U.S. headquarters
this fall to a new 450-foot-tall
glass tower overlooking Bryant
Park, leaving the low-slung
brick building on New York
City’s East Side that has been
its home for 35 years. The bank
will occupy more than half of
the 28-story building, which it
acquired for nearly $600 mil-
lion in 2014.

The move reflects the bank’s
burgeoning business in the U.S.,
where assets soared to $78 bil-
lion last year from $13.9 billion
in 2010, according to the Fed-
eral Reserve.

As the world’s fourth-largest
bank by assets, state-owned
Bank of China has quietly
funded some of its country’s
most ambitious cross-border
deals. That included a loan to

Anbang Insurance Group Co.
for its purchase of a stake in a
Fifth Avenue office building.

“We’ve grown so much these
years,” Xu Chen, general man-
ager of Bank of China’s U.S.
branch, said in an interview.
“The small building is not
enough to hold all of us now.”

Mr. Xu said he was attracted
to both the building and its lo-
cation, which he noted was at
the other end of the park from
the Bank of America tower on
42nd Street. The two buildings
are “a symbol of the economic
interconnection between China
and the U.S.,” he said.

Bank of China has about 500
employees in the U.S., including
400 in New York. More than
90% of the New York staff are
local hires, though most of
them are ethnically Chinese, ac-
cording to the bank. Positions
in the new building will include
loan officers, trade service and
clearing.

The U.S. subsidiary’s general
manager is from Beijing, though
other top executives, such as
the chief data officer and the
chief compliance officer, are

The bank’s new office has a view of the Empire State Building.

from the U.S.

Bank of China is starting to
move beyond its core business
of lending to Chinese compa-
nies. Its roster of blue-chip U.S.
borrowers includes Visa
Inc., Diamond Offshore Drill-
ing Inc. and CME Group Inc.,
the owner of the derivatives ex-
change, according to Dealogic.

The bank also aims to com-
pete in some of the lucrative ar-
eas that Wall Street firms his-
torically have dominated, such
as corporate finance, commod-

ity hedging and commercial-
real-estate lending, Chinese
bank officials have said.

Other Chinese banks have
been growing overseas, too.
Chinese bank assets in the U.S.
stood at around $130 billion
last year, up from $17.3 billion
in 2010.

Bank of China by far has
been the most aggressive. Ac-
cording to the bank’s annual re-
port, overseas subsidiaries ac-
counted for 23.6% of the
group’s pretax profit in 2015. At

JESSE WINTER FOR THE WALL STREET JOURNAL

Industrial & Commercial Bank
of China Ltd., the country’s
largest lender, the figure was
6.8%, according to the com-
pany’s annual report.

Chinese bank expansion is a
response to the country’s slow-
ing economic growth. Last year,
China’s biggest banks posted
their lowest annual profit
growth in a decade, squeezed
by shrinking interest margins
and growing nonperforming
loans at home. Bank of China’s
net profit grew by 1.3% in 2015,
down from 8.2% in 2014. The
bank recently reported that
first-quarter net profit rose
1.7%.

The bank’s Shanghai-listed
shares are down 16.5% year to
date, while the Shanghai stock
market index is down 17%.

One way to stabilize the
bank’s profit is to “do a little
more overseas, and maybe a lit-
tle less at home,” Chen Siqing,
the bank’s president, told Chi-
nese media in March. Mr. Xu
said its U.S. operation is one of
the bank’s most profitable.

Efforts to ramp up U.S. oper-

Please see BANKS page B8

Puerto Rico’s Debt Trouble Worsens

By HEATHER GILLERS

Puerto Rico’s Government
Development Bank didn’t plan
to make most of a $422 million
debt payment due on Monday,
a step that could move the is-
land’s financial crisis to a new
level.

“Faced with the inability to
meet the demands of our credi-
tors and the needs of our peo-
ple, I had to make a choice,” Gov.
Alejandro Garcia Padilla said in
a speech Sunday night, accord-
ing to an English translation of
the remarks. He said making the
payment would divert money
needed for crucial services.

A law enacted by Puerto
Rico’s government in April em-
powers Mr. Garcia Padilla to
suspend debt payments to pay
for essential services as the
U.S. commonwealth awaits help
from Congress. Some of Puerto
Rico’s creditors have criticized
the law, saying the government
won’t commit to necessary fi-

nancial changes and hasn’t
made a good-faith effort at a
consensual restructuring.
Expectations of a GDB de-
fault were already high ahead
of the governor’s speech. The
GDB had $562 million available
for paying debt as of April 1,
according to the government.
The GDB is continuing its
discussions with creditors and
said late Sunday night that
some creditors have agreed to
hold off on lawsuits while con-
versations continue. The par-
ties are discussing restructur-
ing some of the GDB’s
outstanding debt, including a
plan that would reduce some
obligations by roughly half.
Some lawsuits are already
in progress. Last month, a
group of hedge funds that own
GDB bonds filed a complaint in
federal court asking that the
GDB be barred from allowing
the withdrawal of funds.
Puerto Rico owes investors
about $70 billion in total. The

island began defaulting on
debt in August, but there have
been no defaults by the GDB,
which provides liquidity to
Puerto Rico’s government
agencies.

A GDB default could esca-
late Puerto Rico’s crisis be-
cause the GDB plays such an
essential role in keeping cash
flowing on the island, said
Matt Fabian, a partner at Mu-
nicipal Market Analytics.

“This is where Puerto Rico’s
unwinding begins,” he said in
an interview Sunday night.
“This is the beginning of the
real crisis.”

The GDB reached an agree-
ment late Friday with Puerto
Rico’s state-chartered credit
unions to exchange $33 million
worth of debt due Monday for
$33 million of debt due a year
from now. The other $389 mil-
lion was still due Monday.

Negotiations continue in
Washington over a plan to
tackle Puerto Rico’s debt crisis.
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Alejandro Garcia Padlllas speech is shown at a bar in San Juan.

Unlike some distressed Ameri-
can governments, Puerto Rico
can’t declare bankruptcy under
federal law. Congress held a
hearing last month on biparti-
san legislation that would al-
low the commonwealth to seek
a restructuring of its debt.

In his Sunday night speech,
Mr. Garcia Padilla urged action
by Congress. “Only a congres-
sionally approved restructur-

ing process can provide a com-
prehensive solution,” he said,
according to the translation.
A GDB default might add
pressure to the discussions in
Washington in the months
leading up to Puerto Rico’s
next major debt payment of
nearly $2 billion in July.
Some of that debt carries
some of the commonwealth’s
strongest legal pledges.
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Japanese Shares Tumble 3.1%

By Kosaku NARIOKA

Japanese stocks fell sharply
Monday on the yen’s surge to
a 1%4-year high against the U.S.
dollar, weak earnings from
several big companies and lin-
gering concern over the Bank
of Japan’s policy inaction on

Thursday.
MONDAY'S The Nikkei
MARKETS  Stock Average

dropped 3.1%
to 16147.38, fol-
lowing the BOJ’s decision last
week to keep its main policy
unchanged, despite slowing in-
flation and expectations for an
expansion in its asset-pur-
chase program, particularly in
exchange-traded funds. Japa-
nese markets were closed Fri-
day for a national holiday.

The yen’s surge against the
dollar Monday also hit Japa-
nese exporters.

Over the weekend, the U.S.
Treasury Department, in its
semiannual currency report to
Congress, pointed to China,
Japan, South Korea, Taiwan
and Germany for relying on
policies it said threaten to
damage the U.S. and the global
economy. The statement may
discourage the Japanese au-
thorities from directly inter-
vening in the currency market,
analysts said.

“Bad news take place all at

once,” said Katsunori Kitakura,
strategist at Sumitomo Mitsui
Trust Bank.

He said, though, that mar-
ket sentiment may improve in
the coming weeks if the gov-
ernment takes fiscal stimulus
measures in time for Group of
Seven summit meetings later
this month.

The dollar was at ¥106.38
in Asian trading after falling
to as low as ¥106.16. The dol-
lar was above ¥111.50 before
the BOJ said it would stay pat
last week.

Elsewhere in Asia, Austra-
lia’s S&P/ASX 200 declined
0.2%. New Zealand’s NZX-50
fell 0.4%, and South Korea’s
Kospi dropped 0.8%. India’s
Sensex was down 0.7%.

In the U.S., stocks bounced
back after their biggest weekly
decline since February.

The Dow Jones Industrial
Average climbed 80 points, or
0.5%, to 17853 by early after-
noon. The S&P 500 gained
0.4%, and the Nasdag Compos-
ite advanced 0.2%.

Stocks’ gains have slowed
after rebounding from Febru-
ary lows, a rally spurred by
improving data on the U.S.
economy, rising oil prices and
a softer stance on raising in-
terest rates from the U.S. Fed-
eral Reserve.

The Stoxx Europe 600
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Telstra says it plans to return at least $1.1 billion to shareholders.

inched down 0.1%. Trading in
Europe was quiet, with mar-
kets in the UK. and Ireland
closed for a holiday.

In Japan, electronics parts
maker Murata Manufacturing
lost 13% following its projec-
tions for a decline in earnings
in the fiscal year that started
in April. The company cited a
higher yen, lower product sell-
ing prices, increased fixed
costs and higher research-and-
development expenses.

Sony fell 4.0% after the

company posted a net loss in
the January-March period,
weighed down by its device
and mobile-communication
businesses.

In Australia, sharp falls in
Australian bank shares follow-
ing lackluster half-year earn-
ings from one of the biggest
lenders weighed on the
broader equities market.

Westpac Banking fell 3.5%
after it reported first-half
earnings that were slightly be-
low expectations and reported

OMBERG

a jump in charges for soured
loans.

Meanwhile, telecommunica-
tions company Telstra added
2.8% after it said it planned to
return at least 1.5 billion Aus-
tralian dollars (US$1.1 billion)
to shareholders in the first
half of the 2017 financial year.

In India, ICICI Bank was
down 4.1% following its report
on Friday of a 76% year-over-
year drop in fourth-quarter

2 net profit after it set aside
£ more
% against loan defaults.

money to cushion

InterGlobe Aviation was

S down 4.5% after the operator
2 of IndiGo—India’s largest do-
& mestic airline by market
§ share—posted nearly no profit
S growth in the January-March
S quarter from a year earlier

due in part to intense fare-
price competition.

In commodities, gold traded
close to a 15-month high in
Asia as a weak dollar and de-
clines in equity markets
boosted the demand for the
precious metal.

Gold prices were up 0.6% at
$1,296.80 an ounce by midday
in New York.

U.S. crude-oil prices fell
2.6% to $44.72 a barrel.

Many stock markets in Asia
were closed Monday for a hol-
iday, including China, Hong
Kong and Singapore.

BONDS

Continued frompage B5
commodities rout in far better
shape than other big resources
producers such as Brazil and
Canada. Gross-domestic-prod-
uct growth has trumped ex-
pectations, the jobless rate is
falling, and rebounding iron-
ore prices are bolstering ex-
ports at a time when fears
over a slowdown in China,
Australia’s biggest trading
partner, are also abating.

Fresh optimism gripped
markets and led to a selloff in
government bonds, which are
popular haven assets. But that
buoyant mood turned within
minutes last week, when the
inflation data signaled the
economy may need further
monetary stimulus.

“It was a big miss. It’s po-
tentially a game changer,” said
Altaz Dagha, an interest-rate
strategist at BNP Paribas SA in
Singapore, who immediately
advised the bank’s internal
traders and clients to position
for lower Australian bond
yields—for example, by buying
the five-year maturity, which
he says look relatively cheap.
“The sharp rally we’ve seen af-
ter the inflation data will con-
tinue,” Mr. Dagha said.

The rate-cut bet isn’t uni-
versal. A number of money

Bond Boom

Australian debt is among
the world’s highest-yielding...

10-year government-bond

yields*
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Japan | -0.08

Switzerland I—0.25

“As of April 29

..and Japanese investors are
back in a big way...

Japanese investment in
Australian bonds

¥300 billion
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-100

-200
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**Yields fall as bond prices rise.

Sources: Thomson Reuters (yields); ANZ (Japanese investment)

managers, including Western
Asset Management, and half of
local economists surveyed by
The Wall Street Journal, think
the RBA will continue to stand
pat. And even if it does cut, a
weakening Australian dollar
could eat up foreign investors’
gains. The prospect of lower
rates sent the currency to its
largest one-day loss in eight
months last Wednesday; it fell
more than 2% to as low as
US$0.7549, a week after hit-
ting 10-month highs.

Those hoping to profit from
further declines in Australian

bond yields, the highest
among the handful of coun-
tries with a AAA credit rating,
say the latest China data bol-
ster their case.

“Our view on Australia is
mostly based on what’s hap-
pening more broadly in Asia,”
said Brad Boyd, a fixed-income
portfolio manager at Payden
Rygel in Los Angeles, which
has $100 billion under man-
agement. “China is suffering
from high debt, slowing demo-
graphics and deflation. That’s
a fairly nasty combination, as
it lends itself to weak growth.

..as bets rise of a
bond-price rally.

Australian 10-year government
bond yields**
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And Australians are going to
feel it.”

Convinced last year that the
RBA would cut rates at least
twice more, Mr. Boyd in-
creased his holdings in Austra-
lian bonds, which now make
up the majority of all sover-
eign debt in the Payden
Global Income Opportunities
fund that he manages.

BT’s Mr. Gor recently also
took a short position on the
Australian dollar. Speculative
bets on a rising Aussie by
hedge funds and money manag-
ers hit three-year highs last

week, according to data by the
U.S. Commodity Futures Trad-
ing Commission. They could un-
ravel in a flash if rates are cut.

Robert Mead, Sydney-based
head of portfolio management
at Pimco, who helps manage
A$40 billion in assets in Aus-
tralia, stacked up on short-
dated government bonds
months ago, arguing Austra-
lia’s cooling housing market
would likely drag annual GDP
growth down to 2.25% early
next year, from 3% currently.

Several banks, including
Australia & New Zealand
Banking Group Ltd., National
Australia Bank Ltd. and BNP
Paribas, have reshuffled swap
trades, which can be used as a
hedge against rate shifts.

Sydney-based Philip Mof-
fitt, the Asia-Pacific head of
fixed income for Goldman
Sachs Asset Management,
who helps invest more than
US$540 billion and is known
for betting against the crowd,
has begun to take profits on a
long-standing trade pitching
Australian against Swedish in-
terest-rate futures.

He still expects Australia’s
three-year bond yields to fall
0.2 to 0.25 percentage point
more—not just because of po-
tentially lower interest rates
in Australia but also because
demand from yield-starved in-
vestors in Europe and Japan
looks to remain high.

FUTURES
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egg futures in Dalian hasn’t
been quite so dramatic,
though volumes are still up
19% in April from a year ear-
lier.

Contracts for around
128.9 billion eggs changed
hands in April alone.

To be sure, there are some
factors that are expected to
lend support to commodities
prices in the coming months.
Prices for grains, soybeans
and other food commodities
have recently risen in some
markets, as weather condi-
tions in Central and South
America have raised concerns
that supplies will tighten.

Unlike the surge in investor
interest in industrial metals,
however, the impact of the
rise in agricultural commodity
prices “is unlikely to affect
global prices” because the sec-
tor is much more insulated
from international markets,
said Tracy Xian Liao, an ana-
lyst at Citigroup.

Imports of agricultural
products are tightly controlled
and pricing regulations re-
main in place for some food-
stuffs, such as rice and wheat.

Still, the rise in speculative
trading in agricultural com-
modities has raised concerns
within China.

A rise in farm
commodities is seen
as unlikely to affect
global prices.

Exchanges there have raised
transaction fees in recent days
to try to temper the market.

It isn’t the first time
China’s agricultural markets
have worried regulators.

Various unofficial commod-
ities exchanges have sprung
up in China over the last de-
cade offering retail investors
the chance to trade on food-
stuffs including kiwifruits
grown in Sichuan, dates from
Xinjiang and mushrooms in
Hubei.

Investors are able to trade
online in most of these futures
markets. Most require traders
to settle trades with cash, in-
stead of making delivery of
physical goods an option.

Contracts are usually de-
signed to be affordable, with
the minimum investment as
low as 200 yuan ($31) per lot.

Trading is often volatile in
those markets and insider
trading is common, analysts
say.

A scandal last year at the
Pan Asia Nonferrous Metals
Exchange in Yunnan that cost
220,000 retail investors bil-
lions of dollars in combined
losses drew widespread media
attention and prompted a
crackdown on unregulated
commodities markets.

LOANS
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March, Finance Minister Arun
Jaitley said that Mr. Mallya
had “brought a huge bad name
both to India’s banking and
also to India’s private sector.”

India’s banks have been un-
der pressure—partly from the
country’s central bank and fed-
eral government—to clean up
their books, which are bur-
dened with record bad debts
that are weighing on the coun-
try’s growth.

About 21% of all loans to
large Indian companies were
considered to be stressed as of
June 2015, up from about 17%
in September 2013, according
to information from the Re-
serve Bank of India.

The banks, which have his-
torically been slow in going af-
ter large borrowers, lately
have stepped up efforts to re-
cover assets and boost their
eroding capital base.

But some critics have said
that the name-and-shame cam-
paign against Mr. Mallya is be-
ing used as an example to put
a scare into potential default-
ers, which they say is a risky
strategy.

If authorities and bankers
go too far in their pursuit, In-
dia risks making entrepreneurs
too risk averse to start busi-
nesses that could fail. Mean-
while, wayward borrowers
would have no incentive to pay
if authorities and bankers
don’t go far enough.

“You don’t want to do so
much naming and shaming
that it affects the investment
and lending environment,” said
Reshmi Khurana, managing di-
rector of South Asia for Kroll

Inc., a global risk-consultancy
firm.

Reserve Bank of India Gov.
Raghuram Rajan, who has
urged Indian banks to clean up
their balance sheets, has also
warned against maligning hon-
est entrepreneurs who go bust.

“Why will you take risk if
there is a slightest chance of
default and your name is put
up in public for shame,” Mr.
Rajan said last month.

For years, banks have been
fighting several cases against
Mr. Mallya, but pressure was
increased in late February
when it was announced that
Mr. Mallya would receive a $75
million payout from U.K. spir-
its company Diageo PLC, which
had previously acquired a con-
trolling stake in United Spirits
Ltd., an Indian distiller then
owned by Mr. Mallya.

Last month, an Indian tribu-
nal ordered a halt to Mr. Mal-
lya’s deal with Diageo. Banks
say they have first right to this
money.

Shortly after the payout
was announced, Mr. Mallya left
India, touching off a flurry of
activity among banks and the
government. In early March,
Mr. Mallya said on Twitter
that he didn’t flee from the
country.

In March, a consortium of
banks—led by the State Bank
of India and represented by
Attorney General Mukul Ro-
hatgi, among others—filed a
plea in India’s Supreme Court
calling for Mr. Mallya to dis-
close all of his assets, both in
India and overseas. Mr. Mallya
recently submitted the list to
the court.

Lawyers for the consortium
allege Mr. Mallya gave an un-
limited personal guarantee for
the Kingfisher loans. Mr. Mal-

lya has challenged this claim in
court, saying that he was co-
erced by the banks into sign-
ing the guarantee, according to
lawyers familiar with the mat-
ter. Mr. Mallya also contends
that any guarantee would be
backed only by assets in India,
one of the lawyers said.

Mr. Mallya has twice offered
to settle with the banks, said a
lawyer familiar with the mat-
ter, but banks have refused.
Lawyers for the consortium
said none of Mr. Mallya’s of-
fers included any direct repay-
ment.

Mr. Mallya has said in a
previous statement that there
has been a “near hysterical
campaign in the media di-
rected against me,” adding
that “all I can say is I hope
some sobriety and sense will
prevail.”

Mr. Mallya inherited his
company from his father in the
1980s and quickly built it into
one of the world’s biggest al-
coholic-beverage empires
through acquisitions.

His expensive foray into an
airline named after King-
fisher—his  biggest  beer
brand—was as flashy as he
was. It featured flight atten-
dants in red skirts called
“models of the sky.” The air-
line’s ads told people to “fly
the good times.” In recent
years, the market value of
Kingfisher’s meager assets has
fallen sharply. Last week, the
consortium of banks failed to
find any buyers at an auction
of the airline’s former head-
quarters.

Forbes magazine estimated
that, at his peak, Mr. Mallya
was worth more than $1 bil-
lion.

—Eric Bellman in New Delhi
contributed to this article.
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