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What’s

News

Peugeot Citroén’s board
ousted CEO Christian Streiff,
saying a change in leadership
was needed to “unlock the
group’s potential.” Streiff is
the first major auto-sector
executive to lose his job as
the crisis engulfing the global
industry intensifies. Page 7

M Banks agree that their pay
packages contributed to the
global crisis but are struggling
to correct structural flaws, a
survey showed. Pages 3, 24

B Some investors are start-
ing to bet that global refla-

tion will drive up the prices

of commodities. Page 21

H Some economic signs in
the U.S. are encouraging, just
as the nation’s recession en-
ters its 17th month. Page 2

H The OECD sees 2009 GDP
dropping 4.2% in the group’s
30 member nations, a dra-
matic deterioration from its
November forecast. Page 2

M The UK. revised down-
ward its economic contrac-
tion for the fourth quarter to
1.6% from 1.5% previously.

M Obama is prepared to give
auto makers more aid, but only
if all sides are ready to make
sacrifices to assure firms

have a viable future. Page 12

M The effort to separate the
roles of chairman and chief
executive at U.S. companies
is gaining new allies. Page 5

M Pakistani opposition leader
Sharif said he is ready to
work with the government
now that Zardari has met
key demands. Page 13

l Some 200 moderate fol-
lowers of anti-American Shi-
ite cleric Sadr have broken
from his movement. Page 32

B The U.S. will host a meet-
ing in April in hope of creat-
ing momentum for a global
agreement on climate change
later in the year. Page 3

M The IAEA will look for new
candidates to head the nuclear
watchdog after failing to agree
on a new director general.

M Australian officials blocked
a bid by China Minmetals for
0Z Minerals but left room
for a revised offer. Page 6

M Hypo Real Estate said Ger-
many’s pledge to provide re-

capitalization support ensures
its survival, but further steps
must be worked out. Page 22

M Pressure mounted on France
to limit pay for top earners, as
Natixis said it would pay $93
million in bonuses. Page 4

EDITORIALGSOPINION

In help’s way

Radical green groups are
adding to Zimbabwe’s
cholera woes. Page 17
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(x-20 hopes meet stark reality

U.K.’s Brown wants to rebuild global financial architecture, as others focus on home improvement

When the world’s finan-
cial powers meet at the
Group of 20 summit in Lon-
don this week, the results are

likely to be far less than the
sweeping overhaul of the
nancial
system
London 2
Minister Gordon Brown ini-
Six months ago, Mr.
Brown called for “anew Bret-

G 2 O world’s fi-
ﬁ in that UK.
tially envisioned.
ton Woods—a new financial

By Carrick Mollenkamp,
Stephen Fidler and Alistair
MacDonald in London

architecture for the years
ahead,” evoking the New
Hampshire site where, in
1944, American and British
officials mapped out the post-
World War II economic or-
der.

But what emerges from
this week’s G-20 meeting “is
expected to be a long way
from the early high expecta-
tions,” says Simon Gleeson, a
London partner at the law
firm Clifford Chance and an
expert on financial regula-
tion. “Even the little things
seem to be contentious.”

According to a draft of the
communiqué set to be re-
leased when the meeting ad-
journs on Thursday, the G-20
leaders could tout—if dis-
agreements don’t break
out—a global bailout total-
ling up to $2 trillion and en-
compassing a mixed bag of
new and previously an-
nounced measures. Real
progress has been made se-
curing hundreds of billions

Agence France-Presse
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Thousands of trade unionists, enwronmental campaigners and antiglobalization activists marched through central London on Saturday,
launching a planned five days of protests before the G-20 summit.

of dollars for hard-pressed
emerging economies that
lost access to funding.
Changes have been broadly

G-20 in London

M The U.S. shifts its focus to
regulation from stimulus....30

M Thousands rallied in European
cities ahead of the London
summit as police readied
high-tech security plan ... 31

agreed to involving the inter-
national supervision of cross-
border banks, whose reck-
lessness helped to create the
crisis.

Over the weekend, White

House officials sought to
back off their once-lofty
goals as well, playing down
fiscal-stimulus targets they
were pushing Germany and
other European nations for
earlier in the month and in-
stead focusing on more mod-
est goals, such as new rules
for tax havens and interna-
tional coordination for finan-
cial regulation.

Officials insist the G-20
will chalk up impressive
achievements. “The things
which people believed would
never ever be changed, have
changed. Quite historic
changes,” said Stephen
Timms, a British Treasury

A dangerous lure:
inflation curbs debt

BY MARK WHITEHOUSE

LONDON—As U.S. Presi-
dent Barack Obama and U.K.
Prime Minister Gordon Brown
seek tolead the world into bat-
tle against the financial crisis,
putting up trillions of dollars
to revive their economies and
bail out banks, investors and
other politicians are posing a
troubling question: Can their
governments handle the bill?

The answer, economists
and analysts say, is almost cer-
tainly yes. But some offer a ca-
veat: As the countries’ debt
burdens mount to levels not
seen in decades, they’ll ulti-
mately face a growing tempta-
tionto allowinflation to accel-
erate more than they typically
would—a move that would
slash the value of their debts

as the prices of everything
else rose.

That could cause a lot of
pain for all kinds of investors,
from U.S. and U.K. pensioners
on fixed incomes to big hold-
ers of U.S. Treasurys such as
the Chinese central bank.

“It would be epic, it would
be terrible, but it’s probably
easier than outright default-
ing,” says Kenneth Rogoff, an
economics professor at Har-
vard University and former
chief economist of the Interna-
tional Monetary Fund.

As leaders of the world’s
20 largest economies prepare
for a crisis-fighting summit in
London on April 2, Messrs.
Obama and Brown have cast
themselves as the vanguard
of efforts to lift the global

Please turn to page 30

Challenging times

Slowdown in China’s facto-
ries stunts entrepreneurs.
News in Depth, pages 18-19

Markets

4 p.m. ET

PCT

CLOSE CHG

DJIA 7776.18 -1.87
Nasdaq 1545.20 -2.63
DJ Stoxx 600  177.17 -1.09
FTSE 100 3898.85 -0.67
DAX 4203.55 -1.31
CAC 40 2840.62 -1.78
Euro $1.3302 -1.87
Nymex crude ~ $52.38  -3.61

minister.

This week, for example,
Saudi Arabia, which has been
lobbied by the U.K., is ex-
pected to contribute to the In-
ternational Monetary Fund’s
reserves. The oil-rich king-
dom, along with new powers
such as China, stands to get a
bigger say in the IMF and in
the regulation of global fi-
nance.

But rather than lead the
world toward long-term
structural change, Mr. Brown
has refereed an unwieldy glo-
bal debate over more immedi-
ate concerns, such as how
much financial stimulus is ad-
visable as the world digs out

of the worst economic down-
turn since World War II.

In the six months since his
bold declaration, the prime
minister and his top eco-
nomic advisers have circled
the globe—from Beijing to
Riyadh and Sdo Paulo—in di-
plomacy aimed at building
consensus for world-wide fi-
nancial reform and allowing
Mr. Brown to seize a global
platform.

But they have been con-
fronted with a stark reality:
It is difficult to rebuild the
global financial architecture
when countries around the
world are struggling to ad-

Please turn to page 31
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A powerful technology

is energising Antwerp
\ and reducing emissions.
It’s called cogeneration.

ExxonMobil recently started up a cogeneration unit
at our Antwerp refinery. This unit utilises advanced
technology to capture and recycle excess heat
from the generation of electricity. Since total energy
consumption with cogeneration is less than with
separate facilities for power and steam, fewer
greenhouse gases are produced. The result: a
significantly more efficient power source that will
help in reducing Europe’s CO, emissions.

The story continues at exxonmobil.com

Mobil

Brands of ExxonMobil

Ex¢onMobil

Taking on the world’s toughest energy challenges:
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Signs of a trough in U.S.

Economic indicators
are turning positive,
but jobs likely to lag

By KELLY EVANS

Just as the U.S. recession is set
to become the longest since the
Great Depression, some economic
signs are encouraging, if tenta-
tive.

April will mark the 17th month
of the recession that began in De-
cember 2007, making it the lengthi-
est U.S. downturn of the post-De-
pression era. For the most part,
forecasters don’t see U.S. eco-
nomic growth turning positive un-
til early autumn, and even then, ex-
pect the unemployment rate to hit
double digits this year or next.

Last week, though, brought a
spate of good economic news. Con-
sumer spending rose marginally
in February, the Commerce Depart-
ment said Friday, as did consumer
sentiment in a household survey
by Reuters and the University of
Michigan. The housing market
also appears to have stabilized
from its free fall, and an uptick in
orders for big-ticket items is help-
ing raise hopes of a future pickup
in manufacturing.

During a meeting with Presi-
dent Barack Obama and other
bank executives Friday at the
White House, Bank of America
Corp. Chief Executive Ken Lewis
and Northern Trust Corp. CEO
Rick Waddell expressed cautious
optimism that the economic down-
turn was either at or near the bot-
tom of the cycle, according to peo-
ple at the meeting.

“There’s growing evidence sup-
porting the optimists’ view, and I
am surprised at that,” said Robert
J. Gordon, an economist at North-
western University and a member
of the National Bureau of Eco-
nomic Research committee that is
the official arbiter of when reces-
sions begin and end. “I was sort of
in the pessimists’ camp until I
started looking at things.”

Beginning the climb?

A leveling off in the steep declines in some economic indicators released this
past week has raised questions about whether the U.S. recession could be
starting to bottom out. Change from a year earlier in:

Existing-home sales

! | !
2005 ‘07 ‘09 2005

New orders for
durable goods

Consumer Sentiment

'07

Note: Data except for consumer sentiment are reported at a seasonally adjusted annual rate
Sources: National Association of Realtors; U.S. Commerce Department; Reuters/University of Michigan

He points to one indicator in
particular with aremarkable track
record: the number of Americans
filing new claims for unemploy-
ment benefits. In past recessions,
it has hit its peak about four weeks
before the economy hit a trough
and began to grow again. As of
right now, the four-week average
of new claims hit its peak of
650,000 in the week ended March
14. Based on the model, “if there’s
no further rise, we’re looking at a
trough coming in April or May,” he
said, which is far earlier than most
forecasts currently anticipate.

But a turn toward positive
growth is not the same as a recov-
ery, particularly now with the cur-
rent 8.1% unemployment rate at a
quarter-century high and march-
ing higher by the month. Nariman
Behravesh, chief economist at IHS
Global Insight in Lexington, Mass.,
says U.S. unemployment could hit
10.5% by late next year, even if the
economy is growing at a3% rate by
that point.

The U.S. needs to see growth at
nearly twice that rate, he said, to
help bring down the unemploy-
ment rate. “That does mean some
people will be left behind for a
while by this recovery,” he said. A
problem seen in the aftermath of

the past two recessions—a “job-
less recovery”— will likely be at
play this time around as well, to
the dismay of many households.

“What comes next, I’'m afraid,
will be the mother of all jobless re-
coveries,” said Bernard Baumohl,
chief global economist at the Eco-
nomic Outlook Group in Princeton,
N.J. “While we may emerge from
recession from a statistical stand-
point later this year, most Ameri-
cans will be hard-pressed to tell
the difference between a reces-
sion and recovery the next 12
months.”

IHS Global Insight estimates
that GDP fell at a 7%-8% annual-
ized rate in the first quarter, top-
ping the fourth quarter of 2008’s
steep 6.3% drop, as weakness
shifts from consumers to busi-
nesses. Business investment and
exports could both post nearly
30% annualized declines, Mr. Be-
hravesh said, a severe restraint on
growth, even if the largest compo-
nent of GDP—consumer spend-
ing—is flat or shows modest
growth.

“We’ve passed the period
where every indicator is plummet-
ing, and that’s good news,” he
said. “We may not be exactly at the
turning point, but we’re getting
pretty close to it.”
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OECD predicts 4.2% fall

in member nations’ GDP

By DAVID PEARSON
AND PAUL HANNON

LONDON—The Organization for
Economic Cooperation and Develop-
ment, issuing an updated forecast
ahead of this week’s Group of 20
summit, said it now sees 2009 gross
domestic product dropping 4.2% in
2009 in the 30 countries that make
up the OECD area.

That’s a dramatic deterioration
in the outlook for the global econ-
omy from last November, when the
OECD foresaw a contraction of just
0.4%. The OECD’s latest projection,
to be released with other economic
forecasts for the 30 OECD member
countries March 31, is also well be-
low the 3.5% GDP drop forecast by
the International Monetary Fund.
The OECD’s members include coun-
tries in Europe, North America and
Australasia.

“We know it’s going to be a terri-
ble year,” Secretary General Angel
Gurria said Friday.

Separately, the European statis-
tics agency, Eurostat, said new in-
dustrial orders in the euro zone fell
34% in January from a year earlier—
the biggest drop ever recorded over
a 12-month period. The statistics
agency said new orders in January
were down 3.4% from December.

Industrial production in the cur-
rency area fell by 5.4% in the final
quarter of last year, and is set for a
similar contraction in the first quar-
ter of this year, the numbers sug-
gest.

In Europe, the continuing run of
bad economic data increases the
pressure on the European Central
Bank to cut its key interest rate, and
take additional measures such as
buying corporate bonds to restore
credit flows to businesses.

The European Union’s main busi-
ness lobby Friday urged the ECB to
buy short-term corporate debt,
known as commercial paper, some-

Downturn accelerates

New industrial orders index for the
16 countries that share the euro

Source: Eurostat

thing the U.S. Federal Reserve and
the Bank of England are already do-
ing to get cash straight to busi-
nesses.

“Despite central banks’ nominal
interest rates reaching historically
low levels, the real cost of financing
for European companies has further
increased since September and is too
high to stimulate an economic recov-
ery,” BusinessEurope said in a report.

The drop in new orders was
spread across all industries and most
countries. But German manufactur-
ers of capital goods—once a driver of
growth when the global economy
was booming—suffered most.

For much of this decade, Ger-
many has been the world’s largest
exporter, providing factories in Asia
and elsewhere with the tools to
make consumer goods that were
sold to the U.S. and Europe. Demand
for those tools has fallen in line with
weaker demand for the consumer
goods they are used to make.

German manufacturers saw new
orders fall 38% over the 12 months
to January, while manufacturers of
capital goods across the euro zone
saw orders fall 40% over the same
period.
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A modern depression vs. the ’30s version

How it might look
if U.S. recession
moves to next level

BY JUSTIN LAHART

In the wake of the biggest finan-
cial shock since 1929, economists
say the odds of a U.S. depression are
less than 50-50—though still uncom-
fortably high. But even if a depres-
sion comes to pass, a 21st-century
- version would look

THE very different from
—————— the one 80 years

OUTLOOK  ago.

There is no con-
sensus definition for “depression.”
Harvard University economist Rob-
ert Barro defines it as a decline in
per-person economic output or con-
sumption of more than 10%, and
puts the odds of a depression at
about 20%. Many economic histori-
ans say the line between recession
and depression is crossed when un-
employment rises above 10% and
stays there for several years.

The current U.S.recession,
though severe, is not at depression
levels now. Unemployment in Febru-
ary was at 8.1%, not as bad as in the
early 1980s—the last time the idea
of a depression was being kicked
around seriously, when it remained
over 10% for 10 months. In the Great
Depression it reached 25%

“When you get an unemploy-
ment rate of 25%, it’s everywhere,”
recalls economist Anna Schwartz,
who is 94 years old and best known
for her analysis of the causes of the

Putting the U.S. recession in perspective

In terms of economic output and jobs lost, this recession pales in comparison with the Great Depression.

The charts show the course of the recession that started December 2007 and of the Great Depression of August 1929 throuigh March
1933. The lines show how much higher or lower each indicator was in the months before or after the recession started, measured as a
percentage of the level of that indicator at the start of the recession.

Gross domestic product

Start of each recession

0%
Current
recession
_10 PN A Y S R
_20 ................................................
_30 ............................................
Great Depression
_40.‘ ...... poceaq jpocog fosooe qoesaseasesgonsactpasaa :
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=24 0 24
months before months after

Employment level

/" "\ Current
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=24 0 24 48
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Consumer prices

v Current
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Notes: GDP is measured at a seasonally adjusted annual rate in constant (1939 and 2000); employment levels are for nonagricultural jobs; 1920s-30s figures
exclude the military; price data are consumer price indexes.
Sources: U.S. National Bureau of Economic Research Macrohistory Database (Depression-era GDP and employment); U.S. Commerce Department (current GDP);
U.S. Labor Department (current employment and all price data)

Great Depression with the late Mil-
ton Friedman. “Everyone is con-
scious of that and fearful. We’re not
talking in that league at all.”

Using the Barro definition, econo-
mists in a Journal poll conducted in
early March put the odds of a depres-
sion at 15%, on average. But there
was wide disagreement. John Lon-
ski, chief economist at Moody’s In-
vestors Service, put the depression
odds at 30% in early March, but bet-
ter-than-expected news recently

hasled him to put it closer to 20%. In
contrast, Paul Kasriel of Northern
Trust put the odds of a depression at
just 1% because of the aggressive
lending by the U.S. Federal Reserve
and the fiscal stimulus just begin-
ning to hit the economy. “There are
just too many powerful countercycli-
cal policies in place that will prevent
the worst-case scenario,” he says.
Today’s government response is
afar cry from the early 1930s, when
the Fed raised interest rates, the in-

famous Smoot-Hawley Tariff Act
crushed trade and Treasury Secre-
tary Andrew Mellon’s prescription
for the economy was “liquidate la-
bor, liquidate stocks, liquidate the
farmers, liquidate real estate.”

“The Great Depression was a
mass of policy errors that made it
worse,” says historian and invest-
ment consultant Peter Bernstein,
90. “This time we have our fill of pol-
icy errors, but at least they’re not
making it worse.”

The different structure of to-
day’s economy means that amodern
depression would differ from the
Great Depression of the 1930s.
Fewer than 2% of Americans work-
ing today have agricultural jobs,
compared with one in five in 1930,
when the Dust Bowl visited environ-
mental disaster on the farm econ-
omy. Three-quarters of today’s
workers are in service-related jobs,
which tend to be more stable than
manufacturing, compared with
fewer than half in 1930.

And then there are the social-
safety-net programs that emerged
after the Great Depression to blunt
the blows. “There were no unemploy-
ment insurance, no food stamps,
none of the automatic things that
maintain some income for people
who are out of work,” says former
Massachusetts Institute of Technol-
ogy economist Robert Solow, a No-
bel laureate. Mr. Solow, 84, remem-
bers his parents’ constant worry
about the next month’s money.

With spending on food account-
ing for a little less than a tenth of a
typical family’s disposable income to-
day, compared with a little less than
a quarter in 1930, a modern depres-
sion wouldn’t hit people in the stom-
ach as the Great Depression did.

Today’s cutbacks would be for
more discretionary purchases—ca-
ble television, iTunes songs and res-
taurant meals. And there’s plenty of
room for trimming, says Victor Go-
etz, 81, a retired engineer who lives
outside Seattle. “This has a whole
different feel than anything we had
in the 1930s,” he says. “We have an
economy that’s totally different.
We’re much more into things.”

U.S. invites major economies to forum on climate change

By IAN TALLEY

WASHINGTON—The U.S. will
host a meeting of major economies
inlate April in an effort to lay the dip-
lomatic foundation for an interna-
tional agreement on climate change
and energy later in the year.

By convening a meeting of the
world’s largest greenhouse-gas emit-
ters, President Barack Obama hopes
to help create political momentum for
an agreement to be signed at the
United Nations climate-change negoti-
ations in Copenhagen in December.

Though few international climate-
change experts think a final accord
will be signed at the Copenhagen
talks, many expect that with U.S. lead-
ership, the meeting will be able to
forge adocument of foundational prin-
ciples for a post-Kyoto Protocol agree-

ment. That international agreement,
adopted in 1997, establishes legally
binding commitments for participat-
ing nations to reduce their green-
house-gas emissions.

“The Major Economies Forum will
facilitate a candid dialogue among key
developed and developing countries,
[and] help generate the political lead-
ership necessary to achieve a success-
ful outcome at the U.N. climate change
negotiations,” the White House said
in a statement Saturday.

The meeting, to be held in Wash-
ington on April 27-28, will “advance
the exploration of concrete initiatives
and joint ventures that increase the
supply of clean energy while cutting
greenhouse gas emissions,” the White
House said.

The leaders of 17 major econo-
mies, including the U.S., China and the

U.K., are expected to discuss emission
targets, technology funding, sectoral
agreements, deforestation, trade tar-
iffs and other issues that deal with cut-
ting greenhouse gases without se-
verely damping economic growth and
creating an unsustainable interna-
tional program.

The preparatory sessions in Wash-
ington will culminate in a Major Econ-
omies Forum Leaders’ meeting in La
Maddalena, Italy, in July.

Earlier this month, the president’s
proposed fiscal 2010 budget outlined
emission-reduction targets of 14% be-
low 2005 levels by 2020 and of 83% by
2050. While developing nations such
as China are seeking more lenient tar-
gets—and there is general agreement
among the Obama administration and
European Union leaders that such na-
tions should bear a lighter load in ear-

lier years—some EU ministers are call-
ing for much higher cuts for devel-
oped nations.

The U.S.’s top climate envoy said
earlier this month that the U.S. target
is politically realistic, and told his
counterparts that such realism needs
to be a theme in discussions. Many
countries have already rejected what
they describe as posturing by the Chi-
nese, who are calling for importers of
China’s carbon-intense products to
bear the costs of reducing emissions
from manufacturing those goods.

U.S. officials said they think it is un-
likely Congress will sign a climate bill
into law before Copenhagen. But ana-
lysts said the White House is hoping
to have something substantial to lay
on the table that would give the U.S.
negotiating leverage. One option
would be to officially classify carbon

dioxide as a danger to public health
and welfare, which would trigger regu-
lation of emissions across the econ-
omy. The Environmental Protection
Agency took a step in that direction
earlier this month by sending the
White House a proposed finding that
carbon dioxide is a danger to public
health.

Another potential option would be
aclimate bill passed by the House. The
House Energy and Commerce Com-
mittee chairman is expected next
week to unveil a climate bill that
would seek to cut greenhouse gases
by 14% to 20% below 2005 levels by
2020. While there is still much to be
debated, key Democrats who disagree
on how a climate bill should be struc-
tured showed unity Friday, saying
they were confident a bill could be
passed this year.

Banks, aware of discord on pay, work to adjust, a survey finds

BY STEPHEN FIDLER

Banks almost unanimously agree
that their compensation packages
contributed to the global financial
crisis but are still struggling to cor-
rect some of the flaws in their pay
structures, according to a survey of
leading financial institutions due
for publication Monday.

The survey, conducted by
U.K.-based management consul-
tancy Oliver Wyman, was commis-
sioned by the Institute of Interna-
tional Finance, a global association
of banks and other financial compa-
nies based in Washington, D.C. It

found 98% of responding banks “be-
lieve the compensation structures
were a factor underlying the crisis.”

But it also brought to light some
of the obstacles to changing pay ar-
rangements, including the concern
among bankers that they still don’t
have reliable methods to measure
the risks they are running.

The report comes amid wide-
spread public anger about bankers’
pay and taxpayer bailouts of finan-
cial institutions that were engaged
in excessive risk-taking, encouraged
by their compensation packages.

“The industry is broadly aware
of the need for change and broadly

aligned on where they need to go.
But the devil is in the detail,” said
Nick Studer, who led the study for Ol-
iver Wyman.

The IIF set out seven principles
of conduct last July aimed at better
aligning pay with shareholder inter-
ests and long-term profitability, dis-
couraging excessive risk taking and
making sure pay wasn’t out of line
with overall bank profitability. The
Financial Stability Forum, an inter-
national forum of regulators, has set
out similar guidelines. The survey
said 60% of banks expected to be fol-
lowing these principles once all
their plans had been implemented.

But 83% said they were still work-
ing out how to phase compensation
to make sure it reflected the risk be-
ing taken over along period. Without
that, bankers are encouraged to take
big bets for short-term profits that
entail significant long-term risks.

It said banks were concerned
that they hadn’t yet got risk mea-
surements right, so they didn’t
know whether it would be useful to
incorporate them into performance
pay. There were also worries that in
complex business areas, such as
structured financial products, the
only people with a strong under-
standing of the risks are those di-

rectly involved.

However, one longstanding con-
cern about changing compensation
structures—that being the first to
move would lead to a loss of key
staff to other banks—has been al-
layed by the current market travails
and the fact that most banks are
changing their approach to pay.

Seventy IIF members worldwide
were invited to respond to the sur-
vey, and 37 responded, representing
57% of global wholesale banking ac-
tivity, the report said. The survey ex-
cluded some significant nonmem-
bers of the IIF, such as Goldman
Sachs Group Inc.
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Kodak ads get more aggressive

Under new marketing chief, brand aims for hipper image in focus on printer business

BY SUZANNE VRANICA

Eastman Kodak is stepping up
the aggressiveness of its marketing
as it tries to jump-start its ink-jet-
printer business and revive its belea-
guered brand.

Beginning this week, the
103-year-old company is rolling out
=——————— 3 new ad campaign

ADVERTISING for the business
— that taps into con-
sumers’ frustration with the high
price of printer ink. Its slogan:
“Print and Prosper.”

“Last year America paid $5 bil-
lion too much for ink-jet-printer
ink,” one print ad says, while a televi-
sion spot likens ink to oil. “The
world’s most expensive liquid isn’t
found in the Middle East. It is found
in ink-jet-printer cartridges,” says
the spot’s voice-over.

Eastman Kodak is spending
roughly $30 million on the cam-
paign, says a person familiar with
the matter.

Since its core film business has
faded, the former corporate icon
has been trying to remake itself into
a digital-photo and printing com-
pany, selling consumer ink-jet print-
ers and high-speed commercial
presses.

In the past several years, as it
struggled to turn itself around,
Kodak eliminated tens of thousands
of jobs and cut ad spending sharply.
Lastyear, it spent $30.6 millionin the
U.S. on ad time and space, down from
$205.2 million in 2001, according to
WPP’s TNS Media Intelligence.

The new printer pitch, which will
appear in the U.S., Britain and Can-
ada, is the latest from Kodak’s new
chief marketing officer, Jeff Hayzlett,
who joined the company in 2006 and
was promoted to the post in Novem-
ber. The 48-year-old Mr. Hayzlett,
who is known for his outspokenness
in marketing circles, as well as his de-
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votion to the messaging service Twit-
ter, has been pushing hard to reshape
the conservative brand.

The executive has dumped hun-
dreds of small ad and marketing
firms around the globe to consolidate
Kodak’s accounts and agency fees.
The Rochester, N.Y., company also has
ended many of its high-profile sports
sponsorships, such as the Olympics.

Kodak declined to provide de-
tails of its spending plans, but says
ad outlays will rise this year because
of efficiencies it gained in the mar-
keting reorganization.

Mr. Hayzlett has abandoned the
warm-and-fuzzy branding ads
once typical of Kodak. Well-known
slogans have included “You push
the button—we do the rest” and
“Share moments, share life.” In-
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« A print ad from Kodak’s
“Print and Prosper” campaign.

stead, he favors more product-spe-
cific ads.

“The Gallery ad campaign made
people and employees cry,” he says,
referring to Kodak TV ads a few
years back that showed children
walking through a photography mu-
seum. “But we have to have ads that
drive sales.”

As part of Mr. Hayzlett’s effort to
give Kodak a hipper image, the com-
pany was featured last year in the re-
ality-TV show “The Celebrity Ap-
prentice,” and recently signed on
for another season.

Rocker Gene Simmons, whose
challenge on the show involved a
printer marketing project for Kodak,
was “fired” after his slogan failed to
win over Kodak executives. The Kiss
frontman eventually took a few jabs

at Mr. Hayzlett on the late-night talk
show “Jimmy Kimmel Live,” generat-
ing more publicity for Kodak.

Mr. Hayzlett’s in-your-face mar-
keting push for the company’s ink-
jet printers takes a shot at rivals
such as Hewlett-Packard with a gim-
mick dubbed the “overpaid meter,” a
Web site that purports to help con-
sumers calculate how much they
have “wasted” on ink with printers
from rival manufacturers.

Late last year, Mr. Hayzlett
raised eyebrows on Madison Ave-
nue when he handed the printer ad
account to Interpublic Group’s Deut-
sch, bypassing the company’s long-
time agency-of-record, WPP’s
Ogilvy & Mather. The printer push
needed an agency that knew how to
do “aggressive and edgy” advertis-
ing, Mr. Hayzlett says.

Ogilvy, which continues to work
on other parts of Kodak’s business,
declined to comment.

Resuscitating the Kodak brand
won’t be easy. Once one of the
most powerful anywhere, it has
taken anose dive, according to Om-
nicom Group’s Interbrand. In
2001, Kodak was ranked the 27th-
most-valuable brand in the world.
Last year, it fell off Interbrand’s
closely followed list of the top 100
global brands.

“It’s still a highly recognized
brand” but “you can’t support a
great brand without great prod-
ucts,” says Jez Frampton, chief exec-
utive of Interbrand.

Meanwhile, the changes in
Kodak’s marketing department un-
der Mr. Hayzlett haven’t all been
met with hearts and flowers. Just
last week, “The Delaney Report,” an
ad-industry newsletter, said insid-
ers at Kodak are complaining that
Mr. Hayzlett isn’t a “classic mar-
keter.”

“I’'m not doing my job if I am not
causing tension,” Mr. Hayzlett says.

BlackBerry’s consumer push appears costly

BY SARA SILVER

Despite a shrinking cellphone
market, sales of BlackBerry devices
are soaring. But concerns that a
mass market push is eroding profit
margins have jostled the shares of
Research In Motion Ltd., and inves-
tors are divided on the BlackBerry
maker’s prospects ahead of earn-
ings Thursday.

RIM has been investing heavily
to reach ordinary consumers, buy-
ing TV ads, developing new soft-
ware, and rolling out more powerful
devices with larger screens. The Wa-
terloo, Ontario-based company is ex-
pected to unveil a host of new mu-
sic, gaming and other consumer-ori-
ented applications at this week’s
CTIA trade show in Las Vegas.

But all of these efforts eat into
gross profit margins, which have
fallen from about 50% to 40% in the
last six months, and have helped
push RIM’s stock to one-third of its
high of $147 in July.

Many investors are staying on
the sidelines, awaiting fiscal fourth-
quarter earnings this week for any
signs of stabilization. Ken Smith,
portfolio manager at Munder Capi-
tal Management of Birmingham,
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Mich., which held 111,000 RIM
shares according to a December fil-
ing, said he’s waiting until the “mar-
gin decline has bottomed out.”
RIM’s share of smart phones—
the only part of the cellphone mar-
ket expected to grow this year—has
been rising fast. In the last three
months of 2008, it sold 7.4 million
devices, or nearly 19.5% of the total
world-wide market, up from four
million devices, or 10.9% of the total

in the year-ago quarter, according
to data from Gartner Inc. By con-
trast, Apple Inc. had 10.7% of the to-
tal, while giant Nokia Corp. took a
40.8% share.

RIM declined to comment for
this article.

Co-chief executive Jim Balsillie
said in September that the company
is making an aggressive push into
the relatively nascent consumer
smart-phone market by investing
heavily in new products and adver-
tising. “Aland grab is not abad meta-
phor for what’s going on right now,”
he said in a call with investors.

BlackBerry faces significant com-
petitive challenges, however, with
new devices hitting the market and
consumers proving more fickle
than its traditional corporate users.

For example, Todd Newby, a high-
school teacher in Peekskill, N.Y., is
considering upgrading his Nokia
camera phone to a BlackBerry or
Google Inc.’s G1 smart phone that
would let him send photos and
check email and sports scores. “But
I’m not sure it’s worth $50 more per
month to me,” he said.

RIM said in February it expected
to add 3.5 million new subscribers
in the fiscal-fourth quarter ended

Feb. 28, due in part to promotions
such as the “Buy One, Get One Free”
offer at Verizon Wireless. Carriers
have been heavily subsidizing and
promoting BlackBerry devices,
whose email and messaging fea-
tures are enticing consumers to
sign up for lucrative monthly data
plans, that help counter stagnating
voice revenue.

Despite such promotions, the
company said last month it expects
profit at the low end of its esti-
mates. RIM shares, which ap-
proached $60 before the February
announcement, dropped to less
than $40. Its shares closed Friday at
$45.01 on the Nasdaq Stock Market.

“A little bit of disappointment
goes a long way with the stock,”
said Mark Demos, portfolio man-
ager with Fifth Third Quality
Growth Fund. “They are growing
share, so people want to make sure
the profitability is hanging in
there.”

DeutscheBank analyst Brian Mo-
doff has recommended selling the
shares since September: “They have
to keep running to keep up with
changes in consumer tastes and risk
missing numbers if their products
do not hit.”

Bank bonuses
further pressure
Sarkozy, France

BY SEBASTIAN MOFFETT

PARIS—Pressure mounted Fri-
day on the French government to
limit compensation for top earners,
as unprofitable French bank Natixis
SA said it would pay its traders
€70 million ($93 million) in bo-
nuses for 2008.

The Natixis bonuses are for
3,000 staffers and are 73% lower
thanin 2007. Senior managers gave
up all stock options and bonuses, a
bank spokeswoman said. Last year,
Natixis said it would cut 15% of its in-
vestment-banking staff, or 840

jobs.

The Natixis announcement
comes as President Nicolas
Sarkozy’s gov-
ernment pre-

pared to issue a
decree, in the
coming week, fix-
ing conditions
under which
stock options
and bonuses can
be forbidden at
companies that
have benefited
from govern-
ment aid.
Natixis re-
ceived €2 billion in state aid
through a bailout package for
France’s largest banks. It reported a
loss of €2.8 billion last year, speed-
ing up a merger of its key owners,
Groupe Caisse d’Epargne and
Groupe Banque Populaire.
Separately Friday, BNP Paribas
SA, France’s biggest bank by market
value, appeared to read the public
mood, saying it would abandon
stock options for senior directors.
The BNP Paribas announcement
came after condemnation from Mr.
Sarkozy and his ministers of stock-
option awards for bosses of Société
Générale a week earlier. That bank’s

Nicolas Sarkozy

Natixis posted a loss
last year, speeding
up a merger of its
key owners.

top officials eventually renounced
these options.

The pay controversy has made
big business even more unpopular
than usual in France, a problem for
Mr. Sarkozy, who was elected two
years ago on a pro-business strat-
egy. Unions and opposition politi-
cians have used recent strikes and
demonstrations to call for the gov-
ernment to prioritize the welfare
of harder-up French people.

So far, the French president has
stayed relatively firm in his posi-
tions. He refused to back down on a
measure that limits the highest in-
come taxes to 50%. He also refused
to pass a wide-ranging law restrict-
ing stock-option plans and annual
bonuses at French companies.

But Friday, Mr. Sarkozy’s politi-
cal party, the UMP, demanded expla-
nations from Natixis. “If the employ-
ees helped reduce the losses...it’s
possible” to justify the bonuses,
said a party spokesman, Frédéric
Lefebvre. “On the other hand, it
would be shocking if bonuses have
been awarded to employees who
have contributed to Natixis losses.”
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Firms weigh role split

Push to separate
CEQ, chairman jobs
gains new support

BY JOANN S. LUBLIN

The effort to separate the roles
of chairman and chief executive at
U.S. companies is gaining promi-
nent new allies. About 50 corporate
leaders, investors and governance
specialists Monday will urge compa-
nies to bolster board oversight of
management by splitting the roles.

Participants include MBIA Inc.
CEO Jay Brown, former American
Express Co. head Harvey Golub, KB
Home co-founder Eli Broad, and
former UAL Corp. CEO Stephen M.
Wolf, as well as representatives of
big pension funds.

Businesses with separate chair-
men “would perform better overall—
and not just in shareholder returns,”
contends Harry Pearce, a retired
General Motors Corp. vice chairman
who is chairman of MDU Resources
Group Inc. and Nortel Networks
Corp. Mr. Pearce heads the Chair-
men’s Forum, a group of indepen-
dent board chairmen that helped or-
ganize the new campaign.

In a report prepared by the Mill-
stein Center for Corporate Gover-
nance and Performance at Yale Uni-
versity’s School of Management,
the Chairmen’s Forum proposes
that companies appoint a separate
chairman after an incumbent CEO-
chairman leaves—or explain why
not to shareholders. The group is
considering asking the New York
Stock Exchange and Nasdaq to
adopt listing rules that would re-
quire separate chairmen.

More U.S. companies are divid-
ing theroles, but the trend is spread-
ing slowly because many CEOs re-
sist sharing power. About 37% of
companies in the Standard & Poor’s
500-stock index have separate chair-
men and CEOs, up from 22% in 2002,
according to the Corporate Library,
aresearch firm in Portland, Maine.

Outside the U.S., the split is much
more common. All German and Dutch
companies have two-tier boards that
divide the roles. About 79% of the big-

Split roles

More big U.S. companies are naming
chairmen who aren’t the CEO.
Number of Standard & Poor’s 500
companies that separate the jobs:
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gestBritishbusinessesidentify anout-
side chairman in their annual reports,
the Yale report found.

In a separate study released last
week, the Corporate Library said busi-
nesses with a single CEO-chairman
tend to have less shareholder-friendly
governance practices, including long-
tenured leaders, infrequent board
meetings and “classified” boards that
serve staggered rather than annual
terms. “A board that retains the dual
role out of reluctance to challenge a
powerful chief executive maynot be a
strong protector of shareholder inter-
ests in other respects,” the research
firmsaid.

The push to separate the CEO and
chairmanroles comes amid increased
shareholder activism over the issue.
Sofarthisyear,investors have submit-
ted39resolutions seeking anindepen-
dentboardchairman,fivemorethanin
allof2008,saysproxyadviserRiskMet-
rics Group Inc.

Since 2002, RiskMetrics says,
such resolutions have won majority
support at 10 companies, including
Washington Mutual Inc. last year.
Weeks after the April annual meet-
ing, WaMu directors stripped Chief
Executive Kerry Killinger of the
chairman title he had held for 17
years. He was forced out as CEO in
early September, shortly before the
Seattle thrift was seized by federal
regulators.

At Exxon Mobil Corp., share-
holder activist Robert A. G. Monks
filed a binding independent-chair-
man proposal that’s expected to
come up during its May annual meet-
ing. This is Mr. Monks’ seventh at-
tempt to split Exxon’s top roles. Last
year, his nonbinding measure won
39.5% of votes cast.

Exxon spokesman Rob Young
says directors believe that leaving
Rex Tillerson as both CEO and chair-
man is “the most effective leader-
ship structure” for the oil giant.
Exxon has a presiding director, Inter-
national Business Machines Corp.
CEO Samuel J. Palmisano, who
chairs board sessions in Mr. Tiller-
son’s absence, among other duties.

Supporters of splitting the roles
saythe setupletsthe CEO runthebusi-
ness while the chairman leads the
board, recruits new members, and
manages CEO succession. Former
Northwest Airlines Corp. Chairman
Gary Wilson, a member of the chair-
men’s group, has seen directors speak
more openly when a chairman, rather
than a lead director, conducts execu-
tive sessions of outside board mem-
bers without management.

Critics say separating the chair-
manship can trigger power struggles
and confuse staffers, especially when
outside chairmen get involved in daily
operations. Most CEOs prefer to chair
their boards because “they think hav-
ing one boss at the helm is better than
having two,” says Dennis Carey, a se-
nior client partner at recruiters
Korn/Ferry International.

That’s not the case at MDU. Mr.
Pearce became chairman in 2006,
when President Terry D. Hildestad
was named CEO of the Bismarck,
N.D., natural-resources company. As
lead director for the prior five years,
Mr. Pearce mainly conducted execu-
tive sessions. Now, he says he insists
on debates by the full board about
keyissues such as risk management.
Aboard with an outside chairman is
“better equipped to assure appropri-
ate risks are assessed,” he says.

Mr. Hildestad likes sharing
power. Freed of running the board,
he says he has more time to run the
complex company. If he were also
chairman, he says, “Imight have abit
ofbiastowardmymanagement” dur-
ing board meetings.

Boeing nears big satellite deal

BY ANDY PASZTOR

After struggling for years, Boe-
ing Co.’s commercial-satellite manu-
facturing business appears poised
for a lift by snaring what is likely to
be a multisatellite order valued at
more than $400 million from Intel-
sat Ltd., according to people famil-
iar with the matter.

While no final agreement has
been signed, negotiations between
Boeing and Intelsat, which has the
world’s biggest commercial satellite
fleet, have been making steady
progress over recent months, these
people said. Barring some last-
minute snag, a contract for as many
as four satellites with an estimated
total value between $400 and $550
million is expected to be signed
within the next few weeks.

The deal, reported by industry
publication Space News, would help
rejuvenate Boeing’s satellite-mak-
ing unit, which has barely broken
even over recent years, significantly
cut its work force and largely
shunned the commercial arena.

Combined with U.S. government
awards that were delayed and oth-
ers that Boeing lost, the Chicago
aerospace giant’s satellite factory in
El Segundo, Calif.,, would face the
threat of further reductions. Boeing
officials in the past have even had
preliminary discussions with rivals
about a potential sale or merger in-
volving the unit.

A firm contract with Intelsat
would provide Boeing with an imme-
diate financial and symbolic boost. It
also could have longer-term ramifica-
tions by changing some of the dynam-
ics of the roughly $90 billion-a-year
global industry that manufacturers
and provides voice, data and imaging
services using commerecial satellites.

Intelsat is slated to be the first
customer for a family of satellites
Boeing has been developing since
the middle of the decade that are
smaller and less expensive than its
current versions, but comparable
with models already offered by
many rivals.

Representatives for Boeing and
Intelsat declined to comment over

the weekend. A spokeswoman for
Loral Space & Communications
Inc., believed to be the other bidder
still talking with Intelsat, also de-
clined comment. Intelsat previously
had confirmed that it was seeking
bids for a number of new satellites
as part of a capital budget slated to
top $525 million this year.

An Intelsat contract would dem-
onstrate that Boeing’s satellite unit
has managed to overcome a string
of quality-control lapses and budget
overruns. It also would catapult Boe-
ing into a market segment in which
it hasn’t been competitive since the
beginning of the decade. A victory
also eventually could improve Boe-
ing’s ability to compete against
Loral, Lockheed Martin Corp. and
European satellite-makers, accord-
ing to industry officials.

For Intelsat, which is based in
Washington, D.C., the move is de-
signed to accomplish the twin goals
of diversifying its satellite provid-
ers and ordering multiple space-
craft as ways toreap cost and opera-
tional benefits.

Google aims to connect

ads for TV, YouTube site

By JEssicA E. VASCELLARO

GoogleInc.is developing technol-
ogy to connect its TV-ad brokering
business to YouTube and eventually
video on other Web sites, as it strug-
gles to lure bigger advertisers to
both services.

The Mountain View, Calif., com-
pany also disclosed it was cutting its
sales and marketing staff by nearly
200 positions, the company’s big-
gest round of layoffs not associated
with a merger.

Google’s director of television
ads, Michael Steib, said the com-
pany is working on technology that
allows advertisers to buy ads across
Google TV, which sells on-air com-
mercials; YouTube; and video on
other Web sites through the same in-
terface. Google is testing the ser-
vice, called Google TV Ads Online,
with a small group of advertisers,
he said. People familiar with the
matter said the serviceis likely to be

introduced in the coming months.

The company is hoping that the
new service will make it easier for big-
ger brand advertisers to spend
across both services.

Google earlier this year can-
celed its efforts to broker ads
across print and radio, but the com-
pany said it is confident that TV and
video will be different.

For the new effort to work, You-
Tube needs to secure longer-form
video such as TV shows and movies,
for which users are often willing to
tolerate longer ads. While it is in talks
with major media companies, You-
Tube to date has only signed a small
number of full-length content deals
with companies such as CBS Corp.

The latest staff cuts suggest that
Google, whose ads alongside search
results still sell relatively well, ex-
pects that the tough times will con-
tinue and could get worse. Google
ended the fourth quarter with 20,222
full-time employees.

Monte dei Paschi reports
47% drop in profit, seeks aid

By SABRINA COHEN

Banca Monte dei Paschi di Siena
SpA said its fourth-quarter net
profit plunged 47% on write-downs
and lower commissions.

The Italian lender, the world’s old-
est bank, also said it would seek €1.9
billion ($2.57 billion) of state aid
from the sale of so-called Tremonti
bonds to boost its core Tier 1ratio, a
measure of financial strength, to 7.1%
from 5.6% at the end of December.

It cut its 2008 dividend to 1.3 Eu-
ropean cents a share from 21 cents.

As of Friday, Italian banks have
announced they will seek roughly
€10 billion through the Tremonti pro-
gram, in which bank access a state-
aid program by issuing bonds the
government will buy. Chief Financial
Officer Marco Morelli said Friday
the bank will repay the bonds within
four years, using gains from asset dis-
posals and capital generation.

Monte dei Paschi said net fell to
€281.9 million from €529 million a
year earlier. Net interest income fell
4% to €1.07 billion and net fees fell

Profits sag

Banca Monte dei Paschi di Siena’s
net profit, in millions

4Q 1@ 22 30 4Q
2007 '08

Source: the company

19% t0€397.4 million. Losses from eq-
uity investments and write-downs to-
taled €206.8 million. It recorded
€400 million of charges for the dimin-
ished value of acquired operations.
Monte dei Paschi said its board
has mandated the bank “to take any
measures needed” to deal with the
global crisis. It didn’t elaborate.

Barclays clears capital hurdle;
bidding advances for iShares

By DANA CIMILLUCA
AND CARRICK MOLLENKAMP

Barclays PLC is nearing a sale of
its iShares exchange-traded-funds
unit in a deal that would give the
U.K. bank a further cushion against
losses, even after U.K. regulators cer-
tified that it has sufficient capital.

As of Friday, several bidders
were still in the running for iShares,
which could fetch more than $5 bil-
lion, people familiar with the matter
said. With the auction likely to reach
the finish line as early as Tuesday, a
pairing of private-equity firms Bain
Capital LLC and Colony Capital LLC
was competing with a group of Apax
Partners and Hellman & Friedman
LLC and a possible separate bid
from CVC Capital Partners, the
people said. Goldman Sachs Group

Inc. also remained in the running.

A successful sale of iShares
would provide an added boost for
Barclays after the U.K. regulators’
certification.

Barclays on Friday said it
cleared the test from the U.K. Finan-
cial Services Authority of whether
it has enough financial strength to
withstand continued severe eco-
nomic weakness.

The test result could buy Bar-
clays breathing room in its discus-
sions with iShares bidders. If it
hadn’t passed, Barclays may have
been forced to apply for participa-
tion in the U.K. government’s pro-
gram for insuring banks against fu-
ture credit losses, which might have
cost billions of pounds. That, in turn,
could have hurt its bargaining posi-
tion in the iShares auction.
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Australia blocks Chinese OZ Minerals bid

Finance chief doubts
decision will affect
Chinalco, Rio Tinto

BY RACHEL PANNETT
AND Rick CAREW

Australian officials on Friday
blocked a bid by China Minmetals
Corp. for OZ Minerals Ltd. but left
room for a revised offer, highlight-
ing the complications that could
arise as regulators consider an-
other Chinese company’s proposal
to invest $19.5 billion in mining gi-
ant Rio Tinto.

Still, senior Australian minister
on Sunday played down any connec-
tion between the two deals, saying
the decision was specific to the Min-
metals bid.

Australian Treasurer Wayne Swan
said Friday the government would re-
ject the current offer of 2.6 billion Aus-
tralian dollars (US$1.8 billion) for OZ
Minerals because some of its opera-
tions are in the Woomera
Prohibited Area in South
Australia, a government
weapons-testing range.

0Z Minerals Chief Execu-
tive Andrew Michelmore
said the miner is discussing
possible changes to the
transaction and will make
an announcement as soon
as possible.

A spokesman for state-
controlled Minmetals said
the company remains in dis-
cussions with Australia’s
Foreign Investment Review Board,
which advises Mr. Swan. The spokes-
man said Minmetals is focused on

Wayne Swan

“delivering an agreed solution to OZ
Minerals.”

The blocked bid leaves debt-
laden OZ Minerals in a difficult situa-
tion as it tries to extend A$1.1billion
in loans coming due Tues-
day. Banks were expected
to roll over the debt for an-
other month. The implica-
tions of Mr. Swan’s decision
were unclear. The miner,
which has total debt of
A$1.3 billion, has warned it
risked being placed into re-
ceivership if the takeover
bid failed.

A person familiar with
the matter said the parties
were aware of the proper-
ty’s proximity to the testing range
but hadn’t considered the matter a
serious hindrance. The person said
the property, called Prominent Hill,

represents a significant part of OZ
Minerals’ overall value, but less than
half of the company’s enterprise
value—a measure of the company’s
value that includes debt and equity.

Mr. Swan’s ruling will be scruti-
nized for hints it might provide re-
garding the Australian govern-
ment’s approach to Rio Tinto’s deal
with Aluminum Corp. of China. That
deal would give state-controlled Chi-
nalco, as the Chinese company is
known, as much as an 18% stake in
the Anglo-Australian miner as well
as direct stakes in a number of its
mines. In return, a cash infusion
from Chinalco would help Rio Tinto
pay down its debt. Rio Tinto de-
clined to comment Friday about the
possible implications.

In a television interview Sunday,
Australian Finance Minister Lindsay
Tanner said the government’s move
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was “not at all” a precursor to the
government decision on the Rio
Tinto investment. “This shouldn’t
be seen as some kind of precedent or
scene setter for a decision on the Rio-
Chinalco proposition,” he said.

Australia will consider a recent
string of proposed deals by Chinese
government-backed entities on a
case-by-case basis, Mr. Tanner said.
“To be honest, I don’t know whether
any of the Chinalco bid circum-
stances involve defense-weapons
testing ranges, but I suspect they
don’t,” he added.

The two deals, as well as other
Chinese offers, have put public pres-
sure on Mr. Swan and Prime Minis-
ter Kevin Rudd. They must grapple
with allowing inroads by state-con-
trolled Chinese companies as well as
Australia’s need for investment
amid tight global liquidity and slug-
gish commodities prices.

Production at Prominent Hill, a
copper-and-gold mine, is expected
to reach 85% of capacity by midyear
and full capacity by year-end. Pro-
duction from the mine is expected to
be between 85,000 and 100,000 tons
of contained copper and 60,000 to
70,000 ounces of gold.

The Woomera Prohibited Area is
roughly the size of England and was
used for British nuclear tests be-
tween 1955 and 1963. Minerals explo-
ration is possible in the area but re-
quires a special permit.

Ex-AOL chief

nears digital job
for News Corp.

By SHIRA OVIDE

Former AOL Chief Executive Jon
Miller is close to taking a new role
overseeing digital strategy at News
Corp., according to people familiar
with the matter.

Mr. Miller is expected to help co-
ordinate digital strategies across
News Corp.’s businesses, and he will
oversee the company’s MySpace so-
cial-networking site and its invest-
ment in Huly, the online video site.

News Corp., which owns Dow
Jones & Co., publisher of The Wall
Street Journal and Dow Jones News-
wires, also operates the Fox televi-
sionnetwork, cable-television chan-
nels including FX and Fox News and
a stable of film studios.

Based in New York, Mr. Miller
would report to Rupert Murdoch,
News Corp.’s chairman and chief
executive.

Peter Levinsohn, who is presi-
dent of News Corp.’s Fox Interactive
Media, the division that houses My-
Space, is expected to take a top post
in the film and TV studio, according
to people familiar with the matter.

The expected appointment of
Mr. Miller continues News Corp.’s
overhaul of its leadership after Presi-
dent and Chief Operating Officer Pe-
ter Chernin said he is leaving the
company when his contract expires
at the end of June. Mr. Chernin has
played a key role overseeing News
Corp.’s entertainment and digital op-
erations. News Corp. earlier this
month combined its film- and TV-
production businesses and pro-
moted two of the company’s movie
executives, Jim Gianopulos and
Tom Rothman, to run the business.

All of the Fox TV-entertainment
networks will be folded under cable
executive Tony Vinciquerra.
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Peugeot Citroén ousts its chief

St ff ] f t CEO geot Citroén scrambling to adjust.  disputed therumorsthathewaslos- Chrysler LLC. Strategic decisions
reyj is jirs Mr. Streiff was already in a diffi- ing the family’s support. about the future of Peugeot Citroén
cult position going into the crisis. Itisn’t clear what thenewleader-  will ultimately be made by the Peu-

Of ma.] or autO maker He took over the auto maker in Feb-  shipmight mean forthe future ofPeu-  geot family. By choosing Mr. Varin as
. e o ruary 2007, and immediately shook geot Citroén, which is France’s big-  the new chief executive, the family
tO .f all mn la tes t Crists up the family-controlled company gest car maker by sales and Europe’s  hasagainturnedtoamanager who—
by cutting costs and streamlining second-biggest after Germany’s like Mr. Strieff when he took the
By LEILA ABBOUD the design and manufacture of new Volkswagen AG. Like other Euro- reins—has no previous experience
- models. His brusque style earned pean car makers, it has been forced inthe auto sector. From May 2003 to
PARIS—The board of PSA Peu- him some internal critics, but the to shut down factories and tempo- January 2009, Mr. Varinwas the CEO
geot Citroén, Europe’s second-larg-  Peugeot family, which controls Peu-  rarily furlough workers in recent of Corus Steel, an Anglo-Dutch steel-
est auto maker by sales volume, geot Citroén through its months to cope with the maker now owned by India’s Tata
ousted Chief Executive Christian ownership of about one- plunge in demand for its Steel Ltd. Before Corus, Mr. Varin,
Streiff, saying achangeinleadership  third of the capital and cars. But under Mr. Streiff, 56, worked at French aluminum pro-
was needed to “unlock the group’s around 45% of the compa- Peugeot Citroén gave little  ducer Pechiney SA for 25 years.

potential.” ny’s voting rights, contin- sign of whether the crisis Peugeot Citroén last month an-
Mr. Streiff will step down immedi- ued to back him. was causing it to re-evalu- nounced a net loss of €343 million
ately, and board member Roland Vard- In May, Mr. Streiff had a ateitscorestrategyofbeing  ($456.1 million) in 2008 compared

amass-market car ma ker. with a net profit of €885 million in

Some analysts have ar- 2007 Mr. Streiff said that the com-
gued that Peugeot Citroén pany could also post aloss this year.
should consider a merger or In February, Peugeot Citroén got

anega will run the company on anin-  stroke and couldn’t work for
terim basis. On June 1, Philippe Varin, several months. He re-
the former chief executive of steel- turned to the job just as the
maker Corus, will take over the top  auto industry plunged into

job at the auto maker. its deepest crisis in decades. 2 alliance to gain scale and re-  a €3 billion five-year, low-interest
“Giventheextraordinary difficul- In recent months, cpristian Streiff duce costs, citing Italy’s Fiat  loan from the French government as
ties currently faced by the automo- French media have run sto- ——————— SpA as a potential partner. part of a broader auto-industry aid

tive industry, the Supervisory Board  ries suggesting that some members Fiat CEO Sergio Marchionne fanned package. Its Frenchrival Renault SA
decided unanimously that a change  of the Peugeot family had lost faith  speculationinDecemberwhenhegave also got a similar loan, and in return
intheseniorleadershippositionwas in Mr. Streiff’s ability to lead the aninterviewtoAutoNewsEuropesay- both companies promised not to
necessary,” saidboardchairmanThi- auto maker. The articles cited con- ing that only six global car makers close factories in France for the du-
erry Peugeot,inastatement Sunday.  cerns about his health and his pur-  would survive the crisis, and that he  ration of the aid.

Mr. Streiff is the first major ported lack of a clear vision for the = was looking for partners to make Fiat Before coming to Peugeot Citroén,
auto-sector executive to lose his future of the company. Peugeot fam-  big enough to survive. Mr. Streiff served for four turbulent
job as the crisis engulfing the glo- ily members didn’t respond to re- Peugeot Citroén didn’t seem in- months as the CEO of Airbus, a unit of

bal industry intensifies. Car sales quests for interviews in February terested, although Mr. Streiff said European Aeronautic Defence &
in Europe have fallen sharply and March, and couldn’t be reached he was always open to considering  Space Co. Before that he spent more
sincelast summer as therecession on Sunday for comment. possible deals. than 20 yearsat Cie. de Saint-Gobain,
takes hold across the Continent, In an interview at the Geneva Shortly afterward, Fiat signedan  a French industrial and construction
sending major car makers like Peu-  autoshowinearly March, Mr. Streiff —alliance with U.S. auto maker company, where he rose to CEO.

U.S. nuclear-power industry set to grow again

By TIMOTHY AEPPEL | spokesman Vaughn Gilbert, noting
that the company inked another
deal in January. Westinghouse now

Thirty years after the accident at

Three Mile Island, the nuclear- s has contracts to build six reactors in
power industry is moving ahead the U.S.
with plans to build a string of new re- o It’s hard to overstate the impact
actorsin the U.S., though the revival . Tt Three Mile Island had on the nuclear
faces many uncertainties. . industry. Just days before the acci-
The crisis that erupted in the pre- T : dent, the movie “The China Syn-
dawn hours of March 28,1979, when E b3 the 35 drome” opened in U.S. theaters, de-
a combination of worker mistakes ey #1303 b Ko picting a catastrophe at a nuclear
and equipment malfunctions trig- . : d plant. After the accident, no new ap-
gered a partial meltdown in the core ; plications to build nuclear plants
of one of two reactors at a power i / were filed with the NRC until the re-
plant near Harrisburg, Pa., was long N | 1|} N \t id - cent wave began in 2007. The sec-

ondreactor at the site, which was un-
damaged, was eventually restarted

thought to have sealed the fate of
the industry in the U.S.

But rising concerns about global & (4 et L, in October 1985, while the damaged
warming have set the stage for a gttt — reactor has remained closed.
comeback. Nuclear power can gener- Smm———— ~— i The accident spurred sweeping
ate electricity without producing The partial meltdown at the Three Mile Island plant in Pennsylvania, shown this changes as companies poured
the greenhouse gases associated month, set back nuclear power in the U.S. for decades. money into safer designs and better
with energy sources such as coal. safety systems. The cleanup helped

This green dimension is a surpris- spark advances in robotics technol-
ing shift from the past, when nu- The U.S. has 104 reactors from that’s the same size as their entire  ogy. Carnegie Mellon University in

clear power was widely demonized the earlier wave of construction, market cap,” she says, and it re- Pittsburgh built a series of robots to
by environmentalists, andisonerea-  which generate about 20% of thena-  mains unclear whether they can se- aid in the process. “There were a
son public acceptance of the technol-  tion’s electricity. Utilities have ap-  cure financing. great deal of operational firsts that
ogy appears to be growing. A Gallup  plied to build 26 new reactors, often Despite these uncertainties, the occurred with those robots, which
poll released last week found 59% of ~ ator adjacent to existing plants,and industry is growing again, particu- opened the way for other working ro-
people favor its use, including 27% the Nuclear Regulatory Commis- larly in western Pennsylvania—not  bots,” says William L. “Red” Whit-

few years ago.” A 1,000 megawatt Corp.,added 1,400 workerslastyear = who weren’t born when the accident
unit could cost $6 billion to $8 bil-  to handle the influx of business, and  occurred. “They grew up watching
lion, she says, adding that sincemany  says it will keep adding 650 a year = Homer Simpson,” the cartoon char-

strongly in favor. sion, which has to approve the far from Three Mile Island—a re- taker, director of CMU’s Field Robot-
plans, says the first approvals could gion long associated with nuclear ics Center.

. come by 2011. Given how long it businesses. Larry Foulke, director of A test model of one of those ma-

Economy & Politics takes to build a plant, the first nuclear programs at the University chines is included with other

wouldn’t come on line until later in  of Pittsburgh, sees it in his class- cleanup tools in a new display at the

Appl‘OV&l fl'()m afa,l‘ the decade. rooms: Pitt created an introductory  State Museum of Pennsylvania in

. But the revival faces tough barri- nuclear engineering class in 2006  Harrisburg, which is being unveiled

Former Treasury chief ers, including high costs. Jone-Lin  and expected 25 to enroll. Seventy-  Saturday to commemorate the anni-

applauds as Geithner grows Wang, managing director of the glo-  five signed up. For next fall’s class,  versary.

into his role > Page 12 bal power group at Cambridge En- 104 have already pre-enrolled. Ralph DeSantis, a spokesman for

ergy Research Associates, a consult- Pittsburgh-based Westinghouse, Exelon Corp., the utility that oper-

ing firm, says estimates “have gone  whichbuilds and maintains reactors ates Three Mile Island, says people

ﬁ-i q up substantially, compared to just a and is now part of Japan’s Toshiba are coming into the industry today

ol plans call for building twin units as  for the next half a decade. acter who portrays a bumbling nu-
|;_ part of a single project, that could “The recession is something ev-  clear-plant worker, “but they know
v push total price tags up to $16 billion.  eryone is paying attention to, but it  it’sjust a cartoon.” Moreover, the in-

“For some of the companies go- doesn’t seem to be having a signifi- dustry is growing, offering jobs at a
ing through the licensing process, cant impact on us,” says company time of rising unemployment.

GLOBAL
BUSINESS
BRIEFS

Société Générale SA

Layoffs, salary cuts are set
for Asia private-banking staff

French bank Société Générale
SA has cut its private-banking staff
in Asia, excluding Japan, people fa-
miliar with the situation said. A
spokeswoman for Société Générale
said the cut is “less than 10%,” and
ispart of amove to “realign the com-
pany’s operations in line with cur-
rent market opportunities.” Em-
ployees spared by the layoffs face
salary cuts, the people said. Société
Générale’s private-banking division
had about 600 employees in Asia, ex-
cluding Japan. The bank’s regional
private-banking operation is based
in Singapore, with additional of-
fices in Hong Kong, China, Japan
and India.

oTE

Greece’s main telecommunica-
tions provider Hellenic Telecommu-
nications Organization, known as
OTE, Friday posted a 56% drop in
fourth-quarter net profit and warned
that revenue would stay more or less
flat in 2009. In the three months
ended Dec. 31, net profit fell to €100.1
million ($135.3 million) from €229.6
million a year earlier, while revenue
inched up to €1.64 billion from €1.63
billion. OTE said it had taken a €25
million charge for a special youth ac-
count for workers and a €34.8 mil-
lion depreciation charge at its OTE
Globe unit. For the three months, mo-
bile revenue rose 4.3% to €844 mil-
lion, offsetting a decline in OTE’s tra-
ditional fixed-line voice telephony
business. Last year, Deutsche Tele-
kom AGreached a three-way €3.2 bil-
lion deal with the Greek government
and private equity fund Marfin In-
vestment Group Holdings SA to ac-
quire 25% of OTE and management
control of the company.

Fiat SpA

Fiat SpA has held a “very con-
structive” dialogue with Chrysler
about a potential partnership, and
awaits news March 31 from the U.S.
Treasury about further aid for U.S.
auto makers, Fiat Chief Executive
Sergio Marchionne told sharehold-
ers Friday. Asked by a shareholder
to comment on the state of talks that
would see Fiat take a 35% of
Chrysler should the U.S. govern-
ment decide to provide Chrysler
with financing to keep it afloat, Mr.
Marchionne said that talks between
the two companies are continuing.
“We appreciated the exchange we
had with them, we appreciated their
approach to auto business, we had a
very constructive dialogue,” he said.

—Compiled from staff
and wire service reports.
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THE JOURNAL REPORT: FUTURE OF FINANCE

Fashioning ways
to reconstruct
global finance

If money and credit are the life-
blood of the economy, then finance
is its cardiovascular system. When
that system fails, as it did following
the collapse of Lehman Brothers
last September, the results can be
catastrophic.

Last week, The Wall Street Jour-
nal assembled roughly 100 of the
brightest minds in finance to dis-
cuss not just how to restart the glo-
bal financial system, but how to re-
construct it, so both the spectacular
excesses and catastrophic failures
of the past decade can be avoided.
The group included financiers such
as George Soros and Blackstone
Group co-founder Stephen Schwarz-
man, prominent academics such as
Nobel Prize winners Myron Scholes
and Robert Engle, and former gov-
ernment leaders including ex-Trea-
sury Secretary Robert Rubin and ex-
Fed chief Paul Volcker. Using a delib-
erative process devised by The Jour-
nal, the group debated dozens of
principles on which a new financial
system might be constructed, and in
the end adopted 20 of them, which
are published in this report.

Participants were encouraged to
keep their focus on the Future of Fi-
nance, but the current crisis wasim-
possible to avoid. Treasury Secre-
tary Timothy Geithner spoke to the
group on the same day that he un-
veiled his plan for a new Public-Pri-
vate Investment Program to buy
toxic assets from the banks. There
was considerable skepticism among
members of the group about
whether that plan would work, but
also an eagerness to suggest ways of
improving its odds of success.

The group also was urged to con-
sider the problem in all its global
ramifications. Australian Prime Min-
ister Kevin Rudd, who addressed the
group on its opening night, and Brit-
ish Prime Minister Gordon Brown,
who addressed many of the partici-
pants in New York after the close,
both emphasized the importance of
coming up with new institutions
that can manage a world with multi-
ple, interrelated financial centers.

The participants were chal-
lenged to set aside, as much as possi-
ble, their self-interest, and consider
changes that were good for the finan-
cial system and society overall. But
inevitably, self-interest reared its
head. When the results of the delib-
erations were presented to
Lawrence Summers, director of the
White House National Economic
Council, and to Prime Minister
Brown, they were offered in that
spirit: While they reflect the enor-
mous knowledge and expertise of
the participants, they also, to some
degree, reflect their financial stakes
as well.

One underlying theme of the dis-
cussions was that, in the end, Wall
Street and Main Street are in this to-
gether. The people on Main Street
can’t survive without a functioning
finance system. And those on Wall
Street can’t hope to prosper until
they’ve repaired the social rift that
has been graphically demonstrated
by, among other things, the out-
burst of public anger over the bo-
nuses paid to executives of AIG.

As several speakers pointed out,
the world today faces not only a fi-
nancial and economic crisis, but
also a political and social crisis. To
be successful, solutions must ad-
dress all aspects.

—Alan Murray

The Obama administration’s strategy

Geithner on what he
plans to do and why
he thinks it will work

As the U.S. tries to navigate the
worst financial turmoil in genera-
tions, at the helm is Treasury Secre-
tary Timothy Geithner. Mr. Geithner
spoke to The Wall Street Journal’s
Alan Murray about the crisis and the
administration’s plans to remake
the economic system’s checks and
balances. Here are edited excerpts
from the discussion.

A Tough Assignment

Alan Murray: You have been Trea-
sury Secretary for 56—
Timothy Geithner: Years.

Mr. Murray: —days.
Mr. Geithner: Years. Years and
years.

Mr. Murray: Why has it been so diffi-
cult?

Mr. Geithner: We’re going through
an enormously difficult, compli-
cated financial crisis. The politics
are understandably terribly diffi-
cult. People across the country are
angry and frustrated, as they should
be, that this economy, the United
States of America, got itself in the
position where enormous damage
has been done as a consequence of a
long period of excess risk-taking
without meaningful adult supervi-
sion.

And the consequences of that are
tragic because they’re basically fun-
damentally unfair; because people
who were careful and responsible,
conservative in their decisions, are
suffering a lot from the conse-
quences of mistakes they were not
part of.

Mr. Murray: Is this a political envi-
ronment in which you can make
good policy?

Mr. Geithner: That’s our responsibil-
ity. That’s our job. We’re good at
this, as a country, in finding the
right balance over time.

Mr. Murray: The one question that I
keep hearing over and over again is,
you have these public-private part-
nerships. Will banks be willing to
sell their worst assets into these
partnerships if it means realizing a
huge loss on them?

Mr. Geithner: Let me just step back
for one second and describe the full
scale that we’re trying to confront.
You know, we have a very compli-
cated financial system. Banks play a
critical role, but they’re only part of
our system. To get through this, we
need to make sure that banks are in
a position where they’re enabled to
provide alevel of credit that’s neces-
sary to support recovery. That re-
quires that we make capital avail-
able to them so that those who are
unable to raise capital in the private
markets have capital from the gov-
ernment as a form of insurance
against a deeper recession.

But we have a much more compli-
cated financial system than just a
system that relies on banks, and
banks can’t compensate for the
broader dysfunction, loss of capac-
ity to run a capital market where
you have a secondary market for a
broader range of financial assets.
So, to address that, we believe we
have to provide very substantial

Paul Morse

U.S. Treasury Secretary Timothy Geithner spoke about the administration’s plans
to remake the economic system’s checks and balances.

forms of financing to help get those
markets going again. This is the next
piece of a series of efforts to try to
bring that about.

Now, you're right that this does
not involve the government coming
in and buying at inflated prices a
bunch of assets off the books of the
banking system of the country.
We’ve chosen not to do that, be-
cause that would have the govern-
ment bear a much larger share of
risk and losses than is appropriate
and necessary in this context.

So, what we’re trying to do in-
stead is to use public capital to bring
in private capital with some govern-
ment financing to provide a market
for these assets. .

Mr. Murray: What happens when
one of these institutions calls you up
and says, you know, at the price
they’re offering me, I can only sell if
you put another big chunk of capital
in my institution. Are you prepared
to take those calls?

Mr. Geithner: We are, as a critcal
part of this program, making it clear
that we are going to be willing to pro-
vide capital to the system on a scale
necessary so that these institutions,
in the eyes of the market, will have
enough of a cushion of capital even
in the event of a deeper recession.

Mr. Murray: Let’s look at the other
side of the equation. If 'm a hedge
fund and you’re asking me to join
with the government in this public-
private partnership to buy toxic as-
sets, and I look at what happened
last week and say, well, you know,
what’s in this for me? I mean, if I do
well, Congress may come back and
tax my profits away. How do you con-
vince them that that won’t happen?
Mr. Geithner: We’re not going to get
through this unless the market is
willing to take more risk. You know,
the risk now for us is that after a
long period of people taking, in
some ways, too much risk that they
didn’t understand, they’re taking
too little now.

For them to be willing to take eco-
nomic risks, they do have to be confi-
dent they’re not going to face consis-
tent changes in the rules of the game
going forward. So that’s why it’s so
important that we find a way to be
responsive to this deep, understand-
able public anger that we were re-
warding failure, not success.

Mr. Murray: As I understand these
public-private partnerships, in a
way it’s a bit of a one-sided bet. The
taxpayer is taking on more risk,
right?

Mr. Geithner: Relative to what? The
two alternative paths available for
us—one is to let the system stay
whereitis, to hope over time the sys-
tem simply can grow its way out of

this. And that will leave us vulnera-
ble to a longer period where you
have periods of wrenching, damag-
ing deleveraging by the financial sys-
tem that sucks more oxygen out of
the economy and recovery. Or you
can have the government itself
come in and purchase these assets
and own all that risk.

That would leave us in the posi-
tion where the government is taking
risks it does not understand, cannot
manage effectively, highly vulnera-
ble to overpaying for those assets,
and charge that we’re giving a dis-
guised subsidy that’s unjustified to
those institutions.

And that’s the balance we’re try-
ing to strike. We’re trying to find a
way that minimizes the ultimate
costs to the taxpayer in ways that
help protect the taxpayer, and it’s a
difficult balance.

Mr. Murray: And you’ve got to con-
vince the public that if somebody in
this room makes a lot of money in
the process, that’s not necessarily
bad.

Mr. Geithner: That’s a good way to
say it, and another way to say it is
that to get through this we need the
investment-community markets to
take risk because we don’t want to
be in a position where we’re taking
on and assuming the entire burden
of risk-taking in the financial [sec-
tor]—that’s not healthy for our econ-
omy.

What Next?

Mr. Murray: How do you rebuild the
system in a way that deals with
some of the problems that have
been revealed by the events of the
last year and a half? What do you
think are the principal issues that
have to be dealt with?

Mr. Geithner: We’re going to have
to bring a stronger form of basic
oversight with better-designed con-
straints onleverage applied to those
institutions whose stability is really
critical to the functioning of the sys-
tem. We’re going to have to bring a
better oversight framework over
the markets that are so critical to
how the system works. We want to
make the system less pro-cyclical so
that it is dampening, not amplify-
ing, future booms and busts. We’re
going to have to take a comprehen-
sive look at consolidating and
streamlining the basic oversight
framework. And we’re going to have
to do this with the rest of the world,
because unless we move with the
world and bring the world to higher
standards, prudential standards,
the effectiveness of what we do in
the U.S. is going to be eroded again.

Mr. Murray: You’ve also talked some
about a resolution authority, some
better way to unwind large institu-

tions that need to be unwound. It al-
most sounds in effect like you’re talk-
ing about taking over the powers of
the bankruptcy courts, saying, we
can decide which creditors get paid
off and which ones don’t. That’s an
awesome responsibility, isn’t it?
Mr. Geithner: It is a terrible, tragic
thing that this country came into
this crisis with such limited tools for
trying to protect the economy itself
from the kind of distress that would
come as the system came back down
to earth. And the executive branch
had very limited authority to do the
things all the governments have to
do in a crisis, corrected initially by
the passage of the [Troubled Asset
Relief Program] legislation in Sep-
tember. Better resolution authority
will be a critical complement of
that, but that’s not the only thing.

We have this very well-designed
system, built up in the wake of the
[savings and loan] crisis that gives
the [Federal Deposit Insurance
Corp.] the capacity to adopt a range
of approaches in dealing with a
bank. No comparable framework ex-
ists for arange of other institutions,
including those that are associated
with the banks, that can pose
broader risk to the stability of the
system.

The Federal Hand

Mr. Murray: When you add all these
things up, it does raise the question
of, what is American capitalism go-
ing to look like when we come out
this?

Mr. Geithner: I think we’ve got to be
very careful, as we think about re-
form of the regulatory framework,
that we don’t create a whole set of
new problems. But think about
where we are today. Our system basi-
cally failed its most fundamental
tests. It was too fragile. It was too
vulnerable to shocks. It did not ade-
quately put in place a set of checks
and balances on risk-taking that had
systemic consequences. And we
have a great obligation to get this
right.

Mr. Murray: In some ways, history
suggests that in crises like these it’s
the political ramifications—the out-
rage, the public turning against mar-
kets—that last the longest. Isn’t it?
Mr. Geithner: It does. But I think
you want to take that frustration
and channel it to a credible reform
agenda that has the prospect of pro-
ducing a more stable system, that
preserves capacity of innovation,
that still does what our markets do
bettelr than anywhere in the world—
taking the savings and investments
of people around the world and chan-
neling them to help finance putting
an idea into a growing business.

Mr. Murray: Do you feel like you’re
the right person for the job?

Mr. Geithner: Do I feel like I'm the
right person for the job? As I said, I
believe that thisis a great privilege—
for me. And the president asked me
to do it, and this is something you
have to do. And I'm going to do it to
the best of my ability.

Online today
See and hear excerpts of Treasury Sec-
retary Timothy Geithner’s interview
with the Journal’s Alan Murray. Plus,
watch video with other executives
who weigh in on the AlG bonus contro-
versy, TARP funds and financial re-
form, at WSJ.com/Reports
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AN ECONOMY CAN ONLY BE AS STRONG
AS THE MARKETS THAT DEFINE IT.

IT'S TIME TO REFORM. It's no secret that the OTC markets have contributed to
the worst financial crisis of our lifetime. As a result, the credit markets are frozen.

There’s just no more ignoring it.

THE OTC MARKET MUST BE TRANSFORMED. The good news is that transforming
a market into one that’s centralized and visible can be done. And has been done.
Nearly 40 years ago, NASDAQ was created from the need to share information
about OTC equities. The theory was simple — information should be accessible
to all and trades should be centrally cleared in order to protect investors and
distribute risk. The old saying, “there’s safety in numbers” held true. Despite the

downturn in our indexes, the equities model continues to work.

THE KEY IS CENTRAL CLEARING. By applying this basic market mechanism to
the interest rate swap market, we will unlock the capital currently reserved to
protect companies from OTC bilateral clearing risk. The result will be as much as
$700 billion* redeployed as capital into our economy. Businesses, government,
organizations and citizens will all benefit from this freed credit and will help get our
country back on the road to financial recovery.

We can'’t stand by idle any longer. We're asking policymakers, regulatory regimes
and financial institutions across the globe to work with us in solving this problem. So

please join us in this critical mission. Together, we can move this economy forward.

NASDAQ OMX

©2009 The NASDAQ OMX Group, Inc. All Rights Reserved.
*Source: NASDAQ OMX Economic Research
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THE JOURNAL REPORT: FUTURE OF FINANCE

Policy makers tackle panel recommendations

Former Fed chairman
and two lawmakers
on where we go now

What do the people who actually
make policy think about the the sug-
gestions from The Wall Street Jour-
nal Future of Finance Initiative?

To find out, three policy makers
responded to the recommendations
made at the conference.

M Paul A. Volcker, chairman of
President Barack Obama’s Economic
Recovery Advisory Board and former
chairman of the U.S. Federal Reserve.

H Rep. Carolyn B. Maloney, a
New York Democrat who is chair of
the Joint Economic Committee in
Congress.

M Sen. Evan Bayh, an Indiana
Democrat who is chair of the Sub-
committee on Security and Interna-
tional Trade and Finance.

What follows are edited excerpts
of their comments.

Paul Morse

Paul A. Volcker: I've been involved
and thinking about these problems
for some time, and I've been struck
by the breadth of the areas of seem-
ing agreement among the various
committees, governmental and pri-
vate, that have looked at this.

Everybody’s concerned about
the systemic-risk problem and who
should be the systemic regulator [as
well as] problems of transparency,
mark-to-market accounting, credit-
rating agencies, infrastructure for
clearing. And it sounds like we’re
ready to write the new bill for the fi-
nancial system.

But beneath the seeming consen-
sus on the broad elements of reform,
thereis alot of disagreement. There’s
alot of disagreement in principle and
even more disagreement in detail. So
there is a great kind of political pres-
sure to get things done in a hurry,
strike while the iron’s hot.

Paul Volcker is chairman of President Barack Obama’s Economic Recovery
Advisory Board and a former chairman of the U.S. Federal Reserve.

I guess my principal feeling is:
Not too fast, because any specific re-
form raises questions about how it
fits into the whole system. And un-
less you have some idea of the direc-
tion in which you want the system to
g0, it’s a little premature to be tak-
ing too much specific action.

I think to oversimplify, there are
two broad directions you can go.
One was encapsulated by a leading
executive in a major bank discussing
regulatory reform. He said, you’ve
got to approach this issue this way:
We’re now all hedge funds, so regu-
late everybody across the board in a
similar way. There are leverage ques-
tions or capital questions, there are
liquidity questions, but don’t try to
distinguish between the nominal
name of an institution.

The other way to look at it, which
I favor, is no, there are distinctions
that legitimately can and should be
made, not only on institutional
grounds but on historic grounds and
given the present framework we
have. And the one is a commercial
bank-centered approach, accepting
that commercial banks are going to
be the core of any system. They’ve

beenregulated, they’re going to con-
tinue to be regulated. We can im-
prove that regulation. Those institu-
tions have a fiduciary responsibility
to serve the public, to serve their in-
dividual clients, to serve business,
to serve governments. That’s their
job, and they also underlie the infra-
structure.

The rest of the system I call a capi-
tal-market system. I would not con-
sider them at the core of the system.
They might be important, they inno-
vate, they’re flexible, but the impli-
cation is they don’t need to be regu-
lated to the extent of the banking
system. Transparency is important.
If one of those institutions gets so
big they’re in some sense systemi-
cally important, maybe we have to
regulate them with capital require-
ments. Otherwise, I don’t think
there should be any presumption
that the government is going to res-
cue them.

So I hope we take our time to
have a kind of consensus on what
the general framework of the sys-
tem ought to be, and what makes
sense in individual instances to put
into that framework.

Rep. Carolyn Maloney: First of all,
there should be transparency. Lack
of transparency got us into this trou-
ble, and you should trust the Con-
gress and the American people at
the very least to let them see what’s
going on. From day one, when the
$85 billion was voted for AIG, we
were asking to see where it went. Fi-
nally they told us who the counter-
parties were. They told us the rea-
son we bailed out AIG was for a sys-
temic risk. Well, how do you know
it’s systemic risk if you don’t even
know where it went?

And when it came forward, it
showed that the counterparties
were municipalities, foreign govern-
ments, some financial institutions
that have publicly said they don’t
want money [from the federal Trou-
bled Asset Relief Program], they’re
completely solvent, leave them
alone, they’re fine. So my question
is, why are we bailing them out if
they say they don’t even want it?
And I would question if you started
bailing out every municipality and
foreign banks, we would be insol-
vent very quickly. So we certainly
need criteria of what is systemic
risk and what is not.

Iwould argue that some of them
are not systemic risk and we could
have handled it in a way that was
more cost-effective.

Congress is not going to act
quickly. Congress is going to be very
slow and deliberative, and listen to
the private sector and move cau-
tiously. We first are looking at, how
did we get into this? There was cer-
tainly a breakdown in regulation in
both the private sector and in the pub-
lic sector.

Sen. Evan Bayh: Number one, we
have to align risk-taking with both
rewards and costs. Whenever you
decouple those things, you end up
with perverse decision making. And

this happened in so many different
aspects of our financial system,
starting with mortgage lending.

The people who were providing
the mortgages were paid on the ba-
sis of the volume of the loans they
were putting out the door, rather
than the accuracy of the credit-wor-
thiness of the people they were lend-
ing money to.

I gather there has been a lot of
discussion of systemic risk or of the
phenomenon of “too big to fail.” I
think that is exactly appropriate.
How do you define it? Therein lies
the challenge because we must.

So how do we maintain the pri-
vate marketplace as the most effi-
cient allocator of capital on the one
hand, versus having some limits for
risks that are so large that if they go
badly, it goes way beyond simply
wiping out the private parties that
are involved, but implicates the
broader national or, indeed, global fi-
nancial interest. That is something
we have got to give a lot of thought
to because it is going to have some
profound consequences however
we deal with it.

Third, and I am a little less san-
guine about this, there are some
fairly substantial imbalances in
terms of global financial flows. We
are seeing some of this corrected by
the downturn in the economy in
terms of the American consumer
saving a little bit more, which exac-
erbates our problems in the short
run. In the long run, it is a good
thing.

So how do we go about realign-
ing the global economies in ways
that are sustainable without just go-
ing back to the previous economic
models? Because different coun-
tries look at their interests differ-
ently, I am not quite as optimistic
that that will happen. But it needs to
happen or we will have a recurrence
of what we are going through right
now at some future date in simply
another form.

A call to action

The top 20 principles for rebuilding the financial system, as developed by participants

in The Wall Street Journal Future of Finance Initiative.

1. Strengthen underwriting stan-
dards

Bank management and bank exam-
iners must enforce the banks’ mini-
mum underwriting standards, fo-
cused on the borrowers’ ability to
repay debt from income. Extend su-
pervisors’ authority beyond banks
to mortgage brokers and other
bank agents. Ensure national real-
estate appraisal standards.

2. Bolster FDIC
Bolster the Federal Deposit Insur-
ance Corp. and provide it with addi-
tional funds and flexibility so there
is capacity to handle escalating
bank failures.

3. Regulatory overhaul

Streamline the regulatory architec-
ture so there is more effective and
consistent regulation across finan-
cial services and an end to regula-
tory arbitrage. Improve effective-
ness of regulators. Provide them
with better training, pay, status
andresources. Specific industry ex-
perience desirable. Testing, licens-
ing and continuing education re-
quired.

4. Create a new clearinghouse

Create a clearinghouse to enhance
transparency for standardized
credit-default-swap contracts, in-
cluding individual corporate

names and indexes. The clearing-
house would also extend to over-
night financing and interest-rate
swaps.

5. Raise capital requirements
Writers of credit-default swaps
should face higher capital (reserve
or margin) requirements. Banks
heavily involved in the CDS market
should face a further surcharge for
concentration risk.

6. Enhance collateral

Enhance collateral requirements
on over-the-counter derivatives to
protect the system. To minimize
the effects of financial-institution
failure, regulators should segre-
gate customer collateral in the
event of a bankruptcy by a firm in-
volved in the credit-default-swap
market.

7. Smarter securitization

Improve disclosure in securitiza-
tion, improve underwriting stan-
dards, require all parties in the pro-
cess tohave “skinin the game.” Cre-
ate meaningful standards for trans-
parency of financial flows in all in-
struments, and make the informa-
tion available in an easily accessed
form.

8. Rating-agency reform
Eliminate special status of rating

agencies. Reform pay structure
for rating agencies to align incen-
tives better so they are paid over
time as their ratings prove to be
accurate.

9. Consistent regulatory system
Include nonbank financial institu-
tions under regulatory umbrella
and require them to provide infor-
mation to the systemic regulator.
Regulation should be risk-based.
Firm-specific information should
be private, and only aggregate in-
formation made public.

10. Constrain leverage

Limit leverage across large, sys-
temically important financial insti-
tutions, and enhance capital re-
quirements for certain products.
Be clear about how risk gets mea-
sured for purposes of leverage and
capital requirements.

11. Let TARP capital be repaid
Make regulators explicitly state
conditions for the repayment of
money to the Troubled Asset Relief
Program.

12. Executive compensation

Limit the government role in execu-
tive compensation to companies
where the government has a stake.
Companies should be sure execu-
tive compensation provides the
right set of incentives.

13. Transparency before regulation
Systemic-risk regulator should re-
quire all firms first to provide infor-
mation. Regulation should be lim-
ited to those deemed to pose a sys-
temicrisk. Intermediaries with suf-
ficiently long investor lock-ups and
sufficiently low leverage relative to
risk should be granted a safe har-
bor from regulation. Regulator
should publicly disclose cross-in-
dustry liquidity and concentration
risk.

14. Price and volume transparency
The industry should publish price
and volume data on over-the-
counter derivatives.

15. Fed should be systemic-risk reg-
ulator

The Federal Reserve should be
the systemic-risk regulator of
nonbank financial institutions. It
is important that the regulator
be independent and apolitical.
We recommend using private-
sector advisory bodies. In order
to take on these responsibilities,
the Fed may have to reallocate
some responsibilities to other
agencies.

16. Ensure success of public-
private partnerships

To improve the chances that the
Public-Private Investment Program

works, the government should rec-
ognize that many sellers of these as-
sets arereluctant because of the im-
pact on their balance sheet, and
should allow for regulatory forbear-
ance on capital requirements or ac-
counting flexibility.

17. Accounting rules

Have a sensible set of accounting
rules to reflect value for financial
reporting and capital purposes.

18. New resolution authority for
nonbanks

Create an FDIC-like model for wind-
ing down nonbank financial institu-
tions that pose system risk. Adopt
global standards for determining
how different classes of creditors
are treated.

19. Auditors enforce consistent
marks

Encourage disclosure of disparate
asset marks, by asking auditors to
raise instances of price discrepan-
cies among clients.

20. Limit foreclosures

More efforts to limit foreclosures
through interest and principal re-
ductions, rent-to-own and other
creative solutions. Create a new
federal agency with sufficient re-
sources to limit foreclosures.
Force banks to identify potential
troubled borrowers.






