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What’s
News

� Obama visits Vietnam
and Japan this week, as he
tries to turn the page on
two deeply etched chapters
of U.S. wartime history. A1
�Clinton’s lead over Trump
has narrowed to 3 points in
a test matchup between the
two likely U.S. presidential
nominees, a poll shows. A1
� A bid by an Austrian
right-wing party to capture
the presidency for the first
time was too close to call,
exit polls showed. A5
� Taliban officials in Af-
ghanistan said their leader
is alive, denying he had
likely been killed in a U.S.
airstrike in Pakistan. A4
� Egypt stepped up efforts
to find the so-called black
boxes of EgyptAir Flight 804,
dispatching a submarine to
the suspected crash site. A4
� Iraq’s government ap-
pealed to Fallujah’s residents
to prepare to leave the Is-
lamic State stronghold ahead
of a long-planned assault. A4
� Tajikistan was holding a
referendum that could pave
the way for the president to
stay in his post for life. A2
� Greece’s parliament was
expected to vote on fresh
austerity measures. A2
� Seven people died in
the eruption of a volcano
in western Indonesia. A5

Hedge funds are putting
their weight behind a

trade that suggests Austra-
lia’s biggest banks might
be headed for trouble. A1
� Anthem and Cigna are
quarreling behind the
scenes as the U.S. health
insurers seek regulatory ap-
proval for their merger. B5
� China plans to slash the
prices of three top-selling
drugs in a bid to make med-
icines more affordable. B1
� Stock and bond markets
appear ready to absorb the
next Fed rate rise without
descending into turmoil,
fund managers say. B8
� The U.S. and Japan
clashed over yen policy at
a G-7 meeting, showing
the difficulty nations face
as they try to coordinate
efforts to stoke growth. A5
� U.S. food regulators
took aim at sugar in their
most radical nutrition
overhaul in decades. B4
� Two Chinese lenders
unveiled plans to issue
$82 million in securities
backed by soured loans. B5
� Businessman Jho Low,
who is linked to Malaysia’s
1MDB, liquidated two in-
vestments in the U.S. B5
� The battle for a share of
China’s mobile-payment
market is intensifying. B1
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China Pressures
Taiwan’s New
President

OPINION | A12

Obama
Aims to
Deepen
Asia Ties

Indonesians Mourn in Aftermath of Volcanic Eruption
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BURIAL: Residents lowered coffins into a grave on Sunday for victims of Saturday’s eruption at Mount Sinabung in western Indonesia. A5

able to sell its cigars to its giant neighbor to
the north, the world’s largest cigar market.
Now, with the U.S. moving to restore trade
with Cuba, excitement is building that a great
opportunity is at hand.

If the trade embargo is lifted anytime soon,
however, Cuba is unlikely to be ready.

The amount of tobacco under cultivation in
Cuba declined 65% between 2009 and 2014, to
21,733 acres, and annual tobacco production
declined 21%, to about 20,000 tons, according
to the most recent data from Cuba’s national

Please see CIGARS page A6

SAN LUIS, Cuba—The fertile soil here in the
Pinar del Río valley has long produced a richly
flavored, slow-burning tobacco that is, without
exaggeration, the envy of the world.

Some of Cuba’s best-paid workers roll the
cured leaves by hand into cigars carrying the
names Cohiba and Montecristo and Partagás,
luxury brands as coveted by aficionados as the
sparkling wines of Champagne or the single
malt whiskies of Scotland.

For more than 50 years, Cuba hasn’t been

BY TRIPP MICKLE

WASHINGTON—Long before
she became an opera star,
mezzo-soprano Elizabeth
Bishop believed that Brün-
nhilde, the heroine in Richard
Wagner’s “Ring of the Nibe-
lung,” was actually named
Bwünnhilde.

Only years later did she real-
ize she thought so because El-
mer Fudd can’t pronounce his
R’s.

Like many other singers and
crew staging the 17-hour, four-
opera Wagner extravaganza at
the Kennedy Center in Wash-
ington, Ms. Bishop got her first
taste of opera from a cartoon
rabbit and his speech-impaired
nemesis.

“I could sing you the entire
cartoon before I knew what op-
era really was,” says Ms.
Bishop, who performs the part
of Fricka, wife of Wotan, king
of the gods.

The rabbit in question is
Bugs Bunny, who, in the 1957

BY MICHAEL M. PHILLIPS

How ‘Kill the Wabbit’ Inspired Today’s Opera Stars
i i i

‘Ring’ cast recalls influence of Bugs Bunny’s ‘What’s Opera, Doc’

mer into thinking he is Brün-
nhilde.

“Oh, Bwünnhilde, you’re so
wovewy,” Elmer croons.

“Yes, I know it,” Bugs an-
swers coquettishly. “I can’t
help it.”

“Those of us who didn’t
freak at the sight of a rabbit in
a winged helmet sliding off of
the back of a fat horse—we
went into opera,” says Ms.
Bishop, 49, who grew up in
Greenville, S.C.

It’s just one of those cases of
art imitating art imitating art.
Generations of people in the
opera world grew up spending
Saturday mornings eating
breakfast cereal and watching
Bugs Bunny on TV sets tuned
with rabbit ears. For many,
“What’s Opera, Doc?” was their
first glimpse of opera and Wag-
ner. Even if it didn’t exactly in-
spire their careers, it planted
an ear worm that made the
music recognizable once they
heard the real thing.
Please see WABBIT page A6

How The West
(And the Rest)

Got Rich
REVIEW | A8

Warner Bros. cartoon “What’s
Opera, Doc?” finds himself
hunted by Elmer Fudd, in the
part of the hero, Siegfried.

“Kiww the wabbit! Kiww the
wabbit!” Elmer, in an ill-fitting
magic helmet, sings to the ur-
gent strains of Ride of the
Valkyries as he jabs his spear
into a rabbit hole.

Bugs flees, dons a breast
plate and blond braids, climbs
atop an obese white horse, and
for two minutes and a ballet in-
terlude, fools the smitten El-

Bwünnhilde

President Barack Obama will
try to turn the page on two
deeply etched chapters of U.S.
wartime history with visits this
week to Vietnam and Japan.

Mr. Obama, who landed in
Vietnam late Sunday, will
spend three days in the coun-
try, an unusually long presi-
dential visit for a single coun-
try that is intended to show
the U.S.’s interest in expanding
ties. In Japan, Mr. Obama will
become the first president to
visit Hiroshima.

At both stops, he will mix
symbolism with policy initia-
tives, as part of his effort to
solidify his policy of counter-
ing China’s growing influence
by strengthening U.S. ties with
other countries in the region.

A key policy issue involves
the longtime U.S. arms em-
bargo on Vietnam. The admin-
istration is considering easing
or lifting the restrictions over
the objections of human-rights
groups concerned about re-
warding the country without
more progress on those issues.

“What we want to demon-
strate with this visit is a sig-
nificant upgrade in the rela-
tionship between the United
States and Vietnam as part-
ners on many issues, even as
we have areas of difference
that will continue to be the

Please see OBAMA page A3

By Carol E. Lee in
Washington and James

Hookway in Hanoi

Republicans have rallied be-
hind Donald Trump in the
weeks since he effectively
clinched his party’s presiden-

BY PATRICK O’CONNOR

tial nomination, helping him
narrow Democrat Hillary Clin-
ton’s once double-digit lead to
just 3 percentage points, a
new Wall Street Journal/NBC
News poll shows.

Mrs. Clinton leads the New
York businessman, 46% to
43%, in a test matchup be-
tween the two likely nominees,
the poll finds. That represents
a much tighter margin than
her 11-percentage-point lead in

April and marks the first time
in Journal/NBC News polling
this year that her support has
dropped below 50% against
Mr. Trump.

Vermont Sen. Bernie Sand-
ers, who faces long odds of
wresting the Democratic nomi-
nation from Mrs. Clinton,
leads Mr. Trump by a much
wider, 15-point margin, 54% to
39%, in a hypothetical
matchup.

The main reason Mr. Trump
has eaten into Mrs. Clinton’s
lead is that he enjoys much
wider support from GOP vot-
ers after his decisive win in
the Indiana primary earlier
this month, a victory that
prompted his two remaining
rivals to exit the race. The pre-
sumptive GOP nominee has
also opened a modest lead
among self-described indepen-

Please see POLL page A7

Poll: Trump Narrows Gap
Democrat Clinton’s
advantage over GOP
front-runner falls to
only 3 points in survey
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A worker in the El Laguito cigar factory in Havana prepares
tobacco leaves. The plant employs about 90 cigar rollers and
intends to hire more to boost production.

CAN CUBA MAKE
ENOUGH CIGARS?

Storied industry is trying to boost production before trade
embargo ends, but it won’t likely be ready for demand boom

Funds Bet Against
Australia’s Big Banks

this year to more than 9 bil-
lion Australian dollars
(US$6.49 billion), the highest
level since regulators began
compiling data six years ago.

Earlier this year, Sydney-
based asset manager John
Hempton teamed up with Jon-
athan Tepper, who runs U.S.-
based hedge-fund consultancy
firm Variant Perception, for
an undercover investigation
of Australia’s property mar-
ket. Posing as a gay couple,
they drove around Sydney,
from glitzy beachside suburbs
to the shabby city fringes, to
probe potentially risky lend-
ing practices. What they
found was considerably worse
than what they had expected.

“We witnessed a mania in
all its crazy excess,” Mr. Tep-
per told clients. “Australia
now has one of the biggest
housing bubbles in history.”
Among the trades he recom-
mended in anticipation of a
major property-market down-
turn: shorting Australian

Please see BANKS page A2

SYDNEY—Hedge funds are
throwing their weight behind
a notoriously risky trade that
suggests Australia’s biggest
banks, among the most profit-
able in the world, might be
headed for trouble.

Rising bad debts, falling
earnings and fears of a prop-
erty-market downturn have
triggered a record number of
“shorts” on Australian banks,
which have long been stock-
market darlings because of
their high shareholder re-
turns. Short sellers borrow
shares from other investors
and then sell them in the
hope of buying the stock back
at a lower price, turning a
profit.

Short positions on the four
largest Australian lenders—
Commonwealth Bank of Aus-
tralia, Australia & New Zea-
land Banking Group Ltd.,
Westpac Banking Corp. and
National Australia Bank Ltd.—
have collectively soared 50%

BY VERA SPROTHEN
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WORLD NEWS

Return on equity of major
global banks*

Value of short bets on
Australia's four biggest banks

Year-to-date stock performance,
through May 20

Expanding Shorts

Note: A$1 billion = US$730 million *Based on each company's first-half results for fiscal 2016 **As of May 13
Sources: KPMG (ROE); State Street Global Advisors (short-selling bets); Iress (performance) THEWALL STREET JOURNAL.

Australian banks are among
the world's most profitable...

...but an uncertain profit outlook
has lured short sellers...

...who make money when share
prices fall.
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cluding in the country’s capi-
tal, Dushanbe. Authorities at
the time said the former offi-
cial had ties to Islamic State,
though some observers doubt
the links were real.

Tajikistan is facing danger
from Islamist radicals espe-
cially among those who have
spent time as migrant laborers
in Russia. Construction sites
and mosques in Moscow have
become popular recruiting
grounds for Islamic State and
other radical groups, analysts
say.

As the economic crisis in
Russia cuts the need for mi-
grant workers, some Tajiks are
returning home.

Observers say that Mr. Rah-
mon is following regional
strongmen leaders like Kazakh
President Nursultan Naz-
arbayev and Uzbek President
Islam Karimov down a path of
greater authoritarianism by
using referendums or by flout-
ing the constitution.

Unlike other regional lead-
ers, Tajikistan’s faltering econ-
omy and reliance on foreign
aid has protected some oppo-
sition groups, especially those
that have aligned themselves
with foreign nongovernmental
organizations.
—Laura Mills contributed to

this article.

the market.
Short sellers were embold-

ened earlier this month when
ANZ became the nation’s first
major lender to cut its divi-
dend since the 2008 global fi-
nancial crisis. The bank said
bad-debt charges more than
doubled to A$918 million in
the six months through
March, while net profits
shrunk by a quarter.

“Short sellers are likely to
deem Australian banks as
mispriced based on dividend
and earnings risks,” said Nich-
olas Vidale, a Hong Kong-
based portfolio manager at
Man Group, a hedge fund
managing assets valued at
US$78.6 billion globally.

Credit-ratings firm
Moody’s Investors Service re-
cently added to investor con-
cerns, forecasting weakening
bank earnings and sharply ris-
ing bad debts from record-low

levels, as a global commodity-
price rout increases the risk
of loan defaults at companies
from steelmakers to dairy
farms. Banking analysts at
Morgan Stanley, Goldman
Sachs and UBS say they think
further dividend cuts appear
to be inevitable.

“One doesn’t have to be
overly negative to expect Aus-
tralian bank earnings growth
to stall. Dividends are likely
to be higher than what the
banks can sustain,” said Mr.
Vidale, who declined to com-
ment on his specific trading
positions.

Shorting Australia’s major
banks isn’t a strategy most
hedge funds would likely be
eager to publicize. The trade
carries the nickname “widow-
maker” because of the losses
it has caused short sellers in
the past. Mr. Hempton is one
of the few hedge-fund manag-

Policy makers in Japan
have tried to use stimulus
measures to engineer a so-
called virtuous cycle of private
spending and investment. A
Page One article Thursday
about the country’s economic
growth incorrectly referred to
it as a virtual cycle.

CORRECTIONS �
AMPLIFICATIONS

Readers can alert The Wall Street
Journal to any errors in news articles
by emailing wsjcontact@wsj.com.

ers to acknowledge openly
that he is shorting Australian
banks—albeit in a small way.
He said those bets made up
only 5% of the portfolio of his
hedge fund, Bronte Capital,
which has A$126 million in
assets under management, ac-
cording to data compiled by
financial website Credio.

Mr. Hempton wrote in a
note to clients this month
that he scours markets for po-
tentially fraudulent or over-
hyped businesses. Last year,
he drew global attention for
being a vocal short seller of
Valeant Pharmaceuticals In-
ternational Inc., whose stock
has collapsed as the Canadian
company deals with account-
ing and drug-pricing scandals.

Shorting the banks is a
high-profile bet that risks de-
fining those who make it, Mr.
Hempton said in an interview.
“This is a no-win situation for
us because if we lose on it,
everyone thinks we are stu-
pid, and if we make money on
it, everyone will look at the
returns and ask why they are
not larger,” he said.

Many have failed to call
correctly an end to an Austra-
lian housing-price boom that
has led to some of the coun-
try’s sleepiest towns becom-
ing less affordable than New
York. One investment man-
ager’s experience underscores
the high stakes involved. In
2010, Jeremy Grantham, co-
founder of Boston-based
hedge fund GMO and famous
for predicting bubbles, found
traction among short sellers
when he said Australia’s prop-
erty market was a bubble
ready to burst. Instead, hous-
ing prices continued to climb.

This year, investors short-

ing Commonwealth Bank, the
nation’s largest lender, would
have made a profit, as the
stock has plunged as much as
18% since Jan. 1. However, the
shares have started rebound-
ing in recent days. If they
continue to rise, short sellers
would be at risk of losses
when they buy back the stock
and return it to the original
investor at a higher price.

The banks are benefiting
from expectations the Austra-
lian central bank will further
cut its benchmark rate this
year from a record-low 1.75%.
This has helped to allay mar-
ket concerns about intensify-
ing mortgage distress among
Australian households, which
are among the most indebted
in the world. Home loans ac-
count for the majority of Aus-
tralian bank assets.

“It’s a tough trade,” said
Andrew Macken, a fund man-
ager at Montgomery Global
Investment Management in
Sydney, who helps manage as-
sets valued at A$250 million.
“Australia’s major banks don’t
make good shorts. Even if

their profit prospects may
look weaker than in the past,
they’re still some of the most
profitable in the world, com-
petition is limited and they
enjoy an implicit government
guarantee.”

banks.
The surge in hedge-fund

short bets is at odds with the
enthusiasm of ordinary inves-
tors saving for retirement,
who favor Australian banking
stocks because their dividends
provide a steady income. The
proportion of earnings the
“Big Four” banks return to
shareholders—an average of
78%, according to profes-
sional-services firm KPMG—is
among the highest in the
world.

It has also begun to unset-
tle mainstream asset manag-
ers such as State Street Global
Advisors and Macquarie
Group, which have warned cli-
ents that heavily shorted
stocks typically underperform

ContinuedfromPageOne
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ATHENS—Greece’s parlia-
ment was expected to vote
late Sunday on a raft of fresh
taxes and austerity reforms
that the country must legislate
to unlock further rescue loans,
ahead of a crucial eurozone fi-
nance ministers meeting on
Tuesday.

The bill includes the last
portion of an austerity pack-
age worth €5.4 billion ($6.06
billion), or 3% of the country’s
gross domestic product, which
Greece has agreed on with its
international creditors to im-
plement by 2018 in exchange
for fresh bailout funds under
the terms of its third bailout
deal.

Parliamentary approval
could pave the way for a green
light from eurozone finance
ministers on Tuesday for the
next disbursement of funds to
Greece. But that could be com-
plicated by disagreements be-

tween the International Mone-
tary Fund and eurozone
governments over Greece’s
debt relief.

In contrast with the Euro-
pean institutions overseeing
the bailout—the European
Commission and the European
Central Bank—the Interna-
tional Monetary Fund says
Athens won’t be able to reach
its bailout targets and gener-
ate a 3.5% budget surplus
when stripping out interest
payments in 2018, based on
the austerity measures.

The IMF has said it would
only sign up to the Greek bail-
out if Germany agrees to debt
relief. But German officials are
seeking to delay any debt re-
structuring until the end of
the current Greek bailout pro-
gram in 2018, so that Ger-
many’s parliament, the Bunde-
stag, would pass such
measures only after Germany’s
2017 elections.

To meet its targets, Athens

was asked to set up a “contin-
gency mechanism” of addi-
tional austerity measures
worth some 2% of GDP.

The measures that were to
be voted on Sunday include
new taxes on fuel, tobacco, al-
cohol, Internet, pay TV, hotel
stays, cars, changes in prop-
erty tax, as well as a rise in
the basic value-added tax rate,
applied to most goods and ser-
vices, from 23% to 24%.

It also includes the frame-
work that would free up the
sale of nonperforming loans
owned by Greek banks, as well
as the establishment of a new
privatization fund that would
manage its assets to execute
its investment policy and re-
duce its debt.

The Greek parliament was
also expected to vote on the
fiscal brake mechanism that
would automatically cut state
spending if Greece misses its
budget targets.

The measures were ex-

pected to pass, with backing
from the 153 lawmakers from
the ruling left-wing Syriza
party and its junior coalition
partner, the right-wing Inde-
pendent Greeks.

How much the next bailout
tranche would be is still to be
determined, but European
Union officials indicate it
could be €10 billion.

A deal that either bridges

the IMF-German gap or that
leaves the IMF outside the
bailout is needed by June—or
July at the latest—so that
Greece can be kept afloat with
rescue loans.

BY NEKTARIA STAMOULI

Greece Set for Austerity
Vote to Secure Bailout Cash

Greek Finance Minister Euclid Tsakalotos, left, and Prime Minister Alexis Tsipras on Sunday.

MOSCOW—Voters in Tajiki-
stan went to the polls in a ref-
erendum Sunday that could
pave the way for President
Emomali Rahmon to solidify
his hold on power and cement
his crackdown on moderate Is-
lamist opponents.

The former Soviet repub-
lic’s election commission said
nearly 80% of voters had gone
to the polls by late afternoon,
the news agency Interfax re-
ported. Results were expected
late Sunday or Monday.

The former Soviet repub-
lic’s citizens are voting on a
series of constitutional
amendments, including one
that would allow Mr. Rahmon
to run for office an unlimited
number of times.

Another amendment would
lower the age requirement for
presidential candidates, poten-
tially changing the law to al-
low his son to run for future
office, observers say.

The moves raise concerns
the country is following the
paths of others ruled by re-
gional strongmen who have
flouted term limits to consoli-
date their grips on power in a
strategically important part of
Central Asia.

Mr. Rahmon says his recent

clampdown, including the
shutdown of the moderate Is-
lamic Renaissance Party of Ta-
jikistan, or IRPT, is meant to
protect his country from Isla-
mists infiltrating Tajikistan
over the country’s mountain-
ous 800-mile border with Af-
ghanistan.

But critics of Mr. Rahmon,
who has been in power since
1992, say he is using the
threat of Islamic extremism to
keep the country’s political
opposition under his thumb. In
recent months, he has stifled
dissent and removed opposi-

tion figures from key posts in
the country’s government and
armed forces and replaced
them with loyalists. He ap-
pointed his own son, Rustam,
last year to head the country’s
anticorruption agency.

“This is a piece of political
theater meant to consolidate
his power in the face of huge
uncertainty domestically and
across its borders,” said Livia
Paggi, an analyst on the Cau-
casus region and Central Asia
at GPW, of the vote. “It consol-
idates the position of Rahmon
and his family.”

She said she expected the
constitutional changes to be
approved in an election she
called unlikely to be free or
fair.

Mr. Rahmon’s crackdown is
undermining a peace agree-
ment that ended a civil war
between remnants of a Soviet
era government and an array
of ethnic and religious factions
that raged between 1992 and
1997. That deal ensured con-
tinued representation of the
opposition in the Tajik govern-
ment.

One of those opposition

groups is the IRPT, which was
shut down after a number of
high-level members left under
what party leaders said was
pressure from the govern-
ment.

Tajik authorities have also
been targeting another group
of political dissenters, Group
24, whose leader was shot and
killed in Istanbul last year. No
one has claimed responsibility
but Human Rights Watch says
the killing points to involve-
ment by the Tajik government.
The government hasn’t com-
mented on the claims.

The rights group says the
political crackdown has been
accompanied by the worst hu-
man rights abuses since the
civil war, and 17 members of
IRPT are currently on trial and
facing life sentences on a
number of extremist charges.

“The ban on IRPT as a mod-
erate religious voice is pro-
moting other more extremist
voices and pushing people to-
ward the groups the govern-
ment says they are fighting,”
said Steve Swerdlow, a re-
searcher for the group.

Col. Gulmurod Halimov, a
top security official who de-
fected from Tajikistan’s armed
forces last year to join Islamic
State, cited a crackdown on Is-
lam as the reason behind his
decision to join the radical
group in Syria.

Last year, an ousted deputy
defense minister also led a
short-lived insurrection that
left dozens of militants and
police dead in shootouts in-
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Tajikistan Votes on Constitutional Shift
Sunday’s poll could
pave the way for the
country’s president to
consolidate power

An oversize photo of President Emomali Rahmon at an intersection in Dushanbe, Tajikistan.
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Notice to Readers
Simon Nixon’s Europe File
column will resume next
week.
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