
SPAIN’S financial-services
sector is a tightly run ship.
Having undergone tremen-

dous change and internationalization
over the past 10 to 15 years, the
country’s banks are now among the
most efficient in Europe. Its domes-
tic retail-banking market is known
for its stiff competition, and its stock
exchange, which also has a reputa-
tion for efficiency, will soon go
public. Spaniards feel — and many
are — wealthier. But, in general,
they are financial conservatives who
are only just beginning to develop
a taste for risk.

Now,though,new alternative invest-
ment legislation may give foreign
investment managers the chance to
get their foot in the door, while the
last great frontier in Spain’s finan-
cial-services market — convincing
investors to diversify investment port-
folios and take on greater risk — looms.

Spain’s two largest banks —
Santander Central Hispano, the
euro zone’s largest bank by market
capitalization, and BBVA, the
euro zone’s fourth largest — have
attracted attention for their foreign
acquisitions.

Today, nearly a quarter of Spanish
banks’ assets are outside Spain, 66%
in the European Union and some
30% in Latin America. What makes
them so sure of their footing outside
Spain? José Manuel Campa, finance
professor at IESE Business School
in Madrid, highlights three factors:
“The Bank of Spain has been effec-
tive in implementing regulations
that have increased competition at
home,” Prof. Campa says. “The
domestic market is highly competitive
and the consolidation of the Spanish
banking sector in the 1990s has given
the Spanish banks unique expertise.”

Santander Central Hispano bought
Banco Español de Crédito (Banesto)
after the Bank of Spain intervened

following a solvency crisis in 1994.
Santander appointed a new manage-
ment team that turned Banesto around.

Often cited by Emilio Botin, San-
tander’s chairman, as “the jewel in
the crown,” Banesto now contributes
between 9% and 10% of Santander’s
profits and has proved a successful
testing ground for improvements
in banking technology — the Par-
thenon banking platform developed
at Banesto is being rolled out across
Santander’s European operations.

At home, Spanish banks face stiff
competition for retail customers
from Spain’s powerful savings and
loan companies (S&Ls), which hold
more than half of the country’s
deposits. A country with among the
highest number of bank branches
per capita, Spain’s banks were clos-
ing branches from 2000 to 2002,
until they started losing market
share to the S&Ls.

Having underestimated the impor-
tance of human contact, banks are
now trying the reverse strategy,
opening hundreds of new branches
last year. “How much business
Spaniards do with their bank still
depends a lot on their relationship
with their local branch manager,
particularly for investments,” says
Prof. Campa.

Created from the merger of
Spain’s four stock exchanges (Madrid,
Bilbao, Barcelona and Valencia)
in early 2002, Bolsas y Mercados
Españoles (BME) is to go public
next month. It boasts a solid track
record. Europe’s fourth-largest
market, which includes derivatives
trading and Latin American shares
through its Latibex platform,
BME boasts an efficiency ratio —
operating cost divided by total
income — of 38%, below its com-
petitors’ average.

BME became the first interna-
tional stock market to link different

stock exchanges with its own state-
of-the-art technology when the
four merged. Its diversified business
model integrates clearing and set-
tlement, responsible for 23% of
revenue, and trading.

With international stock markets
buzzing with news of trans-Atlantic
and cross-border mergers, will BME
entertain thoughts of marriage? It

says it is open to dialogue. However,
the merger of the four Spanish
exchanges has meant their intercon-
nection, not disappearance.

While the level of sophistication
of Spanish investors continues to
rise, acceptance of a broader range
of financial products and, in some
cases, the risk that goes with them,
will continue to start at the branch

level in the retail market.This means
control will remain with large,
established banking groups.

The new laws governing alterna-
tive investments now give the green
light for hedge funds in Spain.
However, for now, foreign managers
must market their fund products and
expertise to Spain’s large banks for
marketing in their retail network, or
sell to institutional investors and to
private bankers.

“We expect an increase in the use
of independent financial advisers by
local banks, who control the distri-
bution of hedge funds right now,”
says Sasha Evers, country manager
of Pittsburgh-based Mellon Global
Investments. He estimates that 5%
of investments in Spain will be in
alternative products in five years.

Sonsoles Santamaria, product
director for Tressis, an independent
investment consultancy in Madrid,
is more optimistic: “I wouldn’t be
surprised to see 10% or even 20%
in alternative investments here in
five years,” Ms. Santamaria says.
“It depends on how well the Spanish
entities develop their own hedge
fund products.”

Meanwhile, the new EU Markets
in Financial Instruments Directive
is likely to mean an eventual change
in Spanish legislation for alterna-
tive investments, which must be
modified to allow foreign groups to
market their hedge funds directly
to Spain’s retail market.

If the locals fail to sell alternative
investments to the Spanish market
now, the surge in their use among
Spanish investors is likely to come
with the entrance of foreign firms
to the retail segment.

SPAIN
SPECIAL ADVERTIS ING SECTION

OLIVE OIL caviar. Egg and
truffle flower in goose fat with
chorizo of dates. Almond sorbet
with garlic. Spanish chefs are tan-
talizing your taste buds and
blowing your mind. What’s so
unusual is that Spain’s chefs have
been experimenting with daring
new combinations for a good
decade now, proving they are no
flash in the pan.

Ferran Adria, the high priest of
modern haute cuisine, grabbed
attention when he used a siphon
— typically used for making
whipped cream — to create
“foams” of vegetables. This inno-
vation turned El Bulli, his remote
restaurant outside the town of
Roses, north of Barcelona, into
one of the most acclaimed in the
world. El Bulli sports three
Michelin stars and is open only
from April to September. Every
reservation for the 2006 season
was snapped up in one day.

Mr. Adria’s cooking has been
called molecular cuisine. But if sci-

ence is the basis of his creations,
they are hailed as works of art.
Admirers have compared Mr. Adria
with Salvador Dali and Picasso.

Diners go to El Bulli seeking
pleasure, a challenge, surprise and
amusement: they do not go to fill
their stomachs. Portions are
small and exquisitely pre-
sented — such as a group
of vegetable foams that
resemble a painter’s
palette — and tasting
menus offer up to
30 different
plates. Call it
cubist tapas.

To keep
the throngs
coming,
and com-
ing back,
Mr. Adria is
under pressure to
stay a step ahead. “That

was 1994,” he jokes when asked to
talk about foams and siphons. Asked
about another dish, apple caviar —
which involved using a syringe to put
droplets of apple solution into cal-
cium chloride — he sighs.“That was
2003. We have moved on.”

In fact, he moves on
every day. Mr. Adria

changes El Bulli’s menu
sometimes daily, and he
spends the half-year the
restaurant is closed in

his laboratory in Barcelona, experi-
menting and discovering. New
techniques being studied include
dehydrated soy meringues and “cro-
quanters” — fruit that’s crunchy and
as fine as paper, dehydrated for two
days at no more than 55 degrees, to
retain the flavor.

El Bulli is a laboratory for chefs,
too. Many of Mr. Adria’s former
apprentices have gone on to set up
on their own. They include Sergi
Arola of La Broche in Madrid and
Jose Andres who has five restau-
rants in Washington and presents
a television show on Spanish
national television.

Although Mr. Adria has drawn
international attention to Spain’s
new cuisine, chef Juan Maria
Arzak got the ball rolling first,
back in 1975. His Arzak
Restaurant in San Sebastian car-
ries three Michelin stars, serving
modern, haute cuisine with a

Basque influence.
“We think about cooking as

a child would,” Mr. Arzak

says, explaining his creative
approach. “We can’t think that we
know everything. We have to be
ready to learn. It’s investigation,
avant-garde, evolution. We always
have to be thinking about cooking.
We have to look at the world and
at life through the joy of cooking.”

Today, Mr. Arzak says, Spanish
cuisine is more than paella and
gazpacho, although tradition plays
a role in modern gastronomy.
“Spain is varied, and it’s beauti-
ful,” he says. “It’s full of culture
and heritage. But we also serve a
Basque cuisine, which has its own
heritage and genetic structure.”

The success of Spain’s chefs has
trickled down to boost sales of
Spanish food in general. Between
2000 and 2005, exports of extra
virgin olive oil nearly doubled in
value, to e1.2 billion from e613
million. In the same period, sales
of ham increased 56% to e143.5
million and sales of cheeses
increased 50% to e171.5 million.

— CATHERINE BOLGAR

Cubist tapas and Basque haute cuisine make eating out a feast for the senses

But when it comes to selling new products,
a personal touch still matters.

By Joan Tarzian

Emilio Botin, chairman of Santander, the euro zone’s largest bank.

Ferran Adria is one of
Spain’s leading chefs .

“How much business
Spaniards do with their bank
still depends a lot on their
relationship with their local
branch manager, particularly
for investments.”

Financial sector opens to alternative investments

CORBIS/Carlos Cazalis
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European stocks in the news

Banca Fideuram
Italy Œ4.58

s 4.4% or Œ0.19
Day 3 of gains. Either a delisting will
cost parent Sanpaolo more or buyers
will be disappointed.
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7In euro

Price-to-earnings ratio 23
Earnings per share, past four quarters 0.20
Dividend yield 3.71%

PERCENTAGE CHANGE
Daily 1 wk. 52 wks

Financial Services 1.5% 1.3% 32.6%
Banca Fideuram 4.4% 10.7% 16.7%

UPM-Kymmene
Finland Œ16.47

s 4.9% or Œ0.77
The stock had lost nearly 16% in two
months because of excess capacity
in the forestry industry.
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Price-to-earnings ratio 33
Earnings per share, past four quarters 0.50
Dividend yield 4.55%

PERCENTAGE CHANGE
Daily 1 wk. 52 wks

Basic Resources 3.4% 3.2% 58.5%
UPM-Kymmene 4.9% 0.9% 3.8%

GEA Group
Germany Œ13.11

s 5.0% or Œ0.63
Morgan Stanley placed 1.1 million
shares into a rising market, and in-
vestors bought.
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Price-to-earnings ratio n.a.
Earnings per share, past four quarters n.a.
Dividend yield 0.76%

PERCENTAGE CHANGE
Daily 1 wk. 52 wks

Indus Gds & Svcs 2.1% 1.0% 22.9%
GEA Group 5.0% 4.1% 31.4%

Baloise-Hldg
Switzerland CHF92.40

s 5.2% or CHF4.55
In Switzerland, financial stocks that
had sold off recently rallied smartly.
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Price-to-earnings ratio 13
Earnings per share, past four quarters 7.29
Dividend yield 2.38%

PERCENTAGE CHANGE
Daily 1 wk. 52 wks

Insurance 2.0% 1.2% 21.0%
Baloise-Hldg 5.2% 5.0% 44.4%

Vedanta Resources
United Kingdom 1,336.00 pence

s 6.7% or 84.00 pence
Metals prices jumped, and that got
investors interested in mining
stocks.
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J A S O N D
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J F M A M J
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Price-to-earnings ratio None
Earnings per share, past four quarters n.a.
Dividend yield None

PERCENTAGE CHANGE
Daily 1 wk. 52 wks

Basic Resources 3.4% 3.2% 58.5%
Vedanta Resources 6.7% 0.3% 164.6%

Hays
United Kingdom 136.25 pence

t 1.1% or 1.50 pence
Investors kept selling following
Wednesday’s trading update and
outlook.
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Price-to-earnings ratio 17
Earnings per share, past four quarters 8.01
Dividend yield 2.50%

PERCENTAGE CHANGE
Daily 1 wk. 52 wks

Indus Gds & Svcs 2.1% 1.0% 22.9%
Hays -1.1% -8.4% 5.2%

Metrovacesa
Spain Œ71.20

t 1.3% or Œ0.95
A regulator rejected a bid for the real-
estate company by its top share-
holder.
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J F M A M J

30

45

60

75

90

105In euro

Price-to-earnings ratio 16
Earnings per share, past four quarters 4.34
Dividend yield 2.25%

PERCENTAGE CHANGE
Daily 1 wk. 52 wks

Financial Services 1.5% 1.3% 32.6%
Metrovacesa -1.3% -3.8% 46.1%

Cattolica Assic
Italy Œ41.15

t 1.3% or Œ0.56
The stock continued to react to talk
of a possible merger with Banco
Popolare di Verona e Novara.

2005
J A S O N D

2006
J F M A M J

20

30

40

50

60

70In euro

Price-to-earnings ratio 17
Earnings per share, past four quarters 2.43
Dividend yield 3.65%

PERCENTAGE CHANGE
Daily 1 wk. 52 wks

Insurance 2.0% 1.2% 21.0%
Cattolica Assic -1.3% 1.6% 12.1%

Drax Group PLC
United Kingdom 824.00 pence

t 2.4% or 20.50 pence
The U.K. cut back on permits for car-
bon dioxide emissions, and the com-
pany owns a coal-fired plant.
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Price-to-earnings ratio 8
Earnings per share, past four quarters 98.00
Dividend yield None

PERCENTAGE CHANGE
Daily 1 wk. 52 wks

Utilities 1.6% 1.3% 18.8%
Drax Group PLC -2.4% -0.3% n.a.

BETandWIN.com
Austria Œ55.10

t 11.1% or Œ6.90
The stock continued to slide after
Morgan Stanley sold shares for a big
investor Wednesday.
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Price-to-earnings ratio 212
Earnings per share, past four quarters 0.26
Dividend yield None

PERCENTAGE CHANGE
Daily 1 wk. 52 wks

Travel & Leisure 0.9% 0.2% 10.7%
BETandWIN.com -11.1% -13.1% -11.8%

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

European index movers…Moving the
markets
At right, Europe’s benchmark stock index
and the biggest movers among the larger
European stocks indexes and stocks yester-
day. Below each index are its most actively
traded stocks. The charts show the percent-
age change in each index’s or stock’s
value, rather than the point change, for pur-
poses of comparison. The index level or
stock price is indicated on each axis. All
indexes and stocks are shown in local cur-
rency terms.

FTSE 100
U.K. 5791.50

s 1.99% or 112.90
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J F M A M J

3000

4500

6000

7500

9000

Volume Close Change
Stock in millions In pence Net %

VodafoneGp 352.33 115.00 2.00 1.77
BT Group 111.15 237.00 7.00 3.04
BP 58.18 627.00 8.50 1.37
ITV 40.68 105.25 1.25 1.20
Tesco 40.52 330.50 2.00 0.61

Xetra Dax
Germany 5581.67

s 2.29% or 124.80
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Stock in millions In euro Net %

DeutscheTel 28.11 12.39 0.14 1.14
InfineonTch 8.44 8.76 0.21 2.46
Bayer 6.46 34.38 1.06 3.18
DaimlerChrys 5.33 38.00 0.99 2.67
Siemens 4.62 67.50 1.55 2.35

CAC-40
France 4880.38

s 2.23% or 106.38
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Stock in millions In euro Net %

AXA 23.19 25.30 0.64 2.60
FrTelecom 13.59 16.56 0.28 1.72
Total 10.95 50.15 0.67 1.35
Vivendi 7.63 27.21 0.51 1.91
Suez 6.73 31.58 0.83 2.70

ISE Istanbul 100
Turkey 34031.08

s 2.48% or 823.98
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Stock in millions In lira Net %

YKB 104.22 2.39 0.04 1.70
T GarantiBk 50.13 3.78 0.12 3.28
Net Holding 32.77 0.72 0.03 4.35
Kardemir (D) 19.35 0.50 0.01 2.04
Sabanci Hldg 17.62 4.16 0.08 1.96

WSJ.com

The index hit its highest level in six
weeks, led by banking, energy and
mining stocks. Barclays gained 2.8%
onsellingastake inaCaribbeanbank.

Truck maker MAN rose 4% on strong
German industrial orders data. Thys-
senKruppadded4%asdeal talk kept
swirling around the steel sector.

Suez climbed 2.7% after Albert Frere
raised his stake to 8%. EADS rose
2.5% as it sued over the publication
of confidential company documents.

The index climbed for a second day,
shrugging off a Turkish rate rise ear-
lier in the week and the expected
U.S. move. Garanti Bank rose 3.3%.

EUROPEAN MARKETS LINEUP
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