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ECB caution
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The ECB ty mandate i
Guintain price stability, in conir
10 1be dual objectives of fighting

{ofation and promoting growth
assigned to the ke and the Bank
Eogland.

But lega | restn part
of the stary Cnt y th
culture” inbertted from ¢
Bundesbaok, the German cent
baok that was the most 10 fluen
forerunoer to 1he LU A, is imped
it from rescuing the ecunomy.

Political (actory also weegh The
ECH president. Jean-Claude Triche
18 sensitive (0 (he beed to maintain
coasensus for European monetary
union, a relatively young eaterprise
in historic terms

Throwing caution 10 1be winds
would alienate countries that are
sticklers for fiscal and monetary
orthodosy — abave al) Germany
04 the Netherlands

Ky general agrcement, Trache
Nad a goud tar! 10 the crisis. He was
Ihe first to provide 1 nge amounts of
liquidity ta banks when fallout from
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(ruze ovoney markels 10 August 20
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wliess Nexibiliny than the ECB
e the Bank of England freited
about moeal hazard
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U.S. bank plan appears to bypass ‘lesson from Japan’
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o Renault climinates ity dividend

Renault uoced T hursday it wald wrap its
dividend pment of Ihtee models and
her face what i1s chief exe
ve. Car S was a crisis “of mawsiwe
propor ln wuuld transform the indusiry.

Tbe Assouiated Press repurted (tam Pasis

Renaull reparied 3 net loss of €9R2 million for
the s ampared with a profit of
€142 tillion 1n the similar pesiod of 2007 Ghasa

w31d he eapected the outluok 10 Jutken further as
Ihe economic and financial cnsis tavaged car
sales

Renault scrapped its dividend and said it was

stting staff bun uses duwn to direcior level

The company i3 also reducing 1Dventoties, cu
ting coas, selling real estate and looking 1o
squeeze an eatra €250 million in cost savings from
its alliance with Nissan Motor

Nissan this week announced an aygressive re-
structuring plan of its owa, including eliminating
20,000 jobs
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1hai collapsed, Ieaving banks holding
1rillions of yen in losgs that were

ially, Japai .
nu!td how h-dly the real estate cal-

lapse would hurt baoks As in the

United States, 2 pollcy of easy money
had fueled siock and real estate specu-
lation as well a3 rechiess lending by
banks

Many in Japan thought low ioterest
rales and sconomic slimulus measures

injected V18 inillion. of ne
1on 21 current excha
pan’s main banks Bul the injections —

JAPAN, Contiuusd oa Page 12

China firm
to invest
$19.5 billion
in Rio Tinto

SR
d Rettina Wasener

LOMDOM: The state owned Chinese
aluminum compasy Chinalco agreed
10 invest $19°S billion io the mining gi-
201 Rio Tioto on Thursday, a deal that
would help guarantee its access 10 Aw
materials bul was also likely 10 set off
oppasitioa from polilicians and other
sharebolders worried about China's
growing influence over the global sup-
ply of resources.

Under the deal, the bigges: foreign
Inwesiment ever by a Chinese company.
Alumioum Corp. of China, as Chinalco
is formally known. would buy §2.2 bil-
lion in boads convertible into Rio Tiato
stock 1t would also pay SI2 3 billioa in
cash for siakes 1o Rio Tinto's alumin-
um, iron-ore and copper assets in the
United Siates, Australia and Chile.

Chinalco would owa 18 percent of
Ri0 Tiot if the bonds were converted.
aod the transaction. which is subject 10
the apptoval of regulators in five coun-
tries. is likely o draw crilicism,

For Rio Tiatv, which hay headquar-
ters in Britain and ezecutive offices in
Melbourne,  Ausiralia, 1be  deal
provides a much- needed cash injection
a3 it secks 10 reduce $39 billion in debs
umassed through its 2007 purchase of
1he Canadian alumioum maket Alcan.
The company phedged 10 reduce debt
by $10billion this year, but efforts were
made more difficult by sagong profits
and lower raw-matenal prices

“This is all part of the recycling of fi-
nancul reserves around the world,”
and Justie Unqubsrt Stewart, co-
founder of Seven Investment Manuge.
meot i Loadoa “Rio shareholders
may feel upse! 21 they're being by:
passed for peuple who have money. but
inthe long run it's guod news 10 have 2

e client as a shareholder

Some apalysts have cniicized Rio
Tioto’s willingness 10 allow Chinalco
to raise 1y enisting stake. saying it
wuuld himit Rio Tinto's Mexidility and
upset some shareholders Rio Tislo's
stock has Jrupped b4 percent aver the
past 12 monihs, In Lundon on Thurday.
the stuck fell 10 pence, or 1.5 pervent, to
close a1 £1939, or $2760.

Rio Tinto's chief executrve, Toon Al-
bancse, defended the deal saying it
wuuld have been “emremely rML
©0g” 10 Mise the same amouni of cash
wia 2 rights issuc i Ube CurTe: marketa.

In addition. Riv Tlato said it wwld

retain “operational conteol of Ihe ioint
venture assets, with clear governaoce
are ¢ meniy.”
wough Chinalca which is based
8 Beijing. would be entitled 10 nomi
nate Iwo new nonexeculive hand
members 10 add o Riv's 15 current
buard members, Riv rm’hnl(d that
independent noncaecutive” direciors
would continue v make up 2 majority
of Rio Tioto's boanl

But analysis cautioned that the deal
owuld lend China greater leverage 1n
Fncing neguliations for irop are.

“The perception is that the viralegic
pusitioning of Rio will be enied over
time,” saud Ted Leschke, 20 aalyst at
Shaw Stockb
thing 10 retain aperatiual contrul of
the assels it's anotber 1o negotiate uver
pricing of oulput.

ven 1hough the deal reveived unan-
imous suppurt from Miv's board, 1t
caused discord 1bis munth when Rio
Tinto's chairman-elect. Jim Leng. quil.
less than & month afier his appoini-
ment, because of an appareni disagree-
ment over how ta cut debt

The Austialan guverament also
signaled 10me possible trouble for the
deal Australian law has limited foreiga
cwoership 10 IS percent of equity. Au-
tealia's 1reasuser, Wayne Swan,
Thyrsday that tbe guvernment wwld
revite ils forcign uwnership laws 1o
ireat convertible debt as if it were
equity. a change thai eflectively tight-

ens regulations and would apply to
the Chinakcv deal

Chinako and Rio Tiato wid they did
not take Ihe muve a1 o “oegative 1ignal ™

Leschie, the Shaw Stockbrukiog ana-
lyst, 12id: “The perception 1s thal the
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Europe may hold clue on U.S. banks °
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In Britain, four of the country's
troubled financial institutions

A

United States. as the largest global
player, need show™
The Irish plan, the most recent
olicy salvo from a government that

€ billion for Allied Imh " vrl!«\mn
S
‘market.

Economy
of Spain
contracts
sharply

by Ve

0: 5 conomy_expert
i biggest contretion in more

rmw e ry by
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ymy contracted | percent
previous quartet and 0.7 per
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The economy ente
ince 1993 after shrioKisg 8 e
403 percent inthe third quarter.

which outpaced

budget deficit
twice the European Union limit of 3
percent, according fo the Earopean
Commission.

Once the engine of job creation in
the euro zone, Spain now accounts for
almost altheIncease n fodiessness i
the zor

5w ot
i frst halfof this yeae™

t
country's sutomobile indunry.
which had r\mlnlmn-d about $ perce

them wereafcalynaionalized was beern squity cap iy
are already under ! 1| address the its banks, inlinewith  part of the jump |0 unemployment as
ofa holdiog  may p fance. Butitis  other major car sales plunge and export demand
company. Oficials ar pushing Liods' ~ no panaces, eihet. In Britain, banks like Royal Bankof  weakens. Nissan Motor has said that it
Wank and the Royal Bank of Scotland, _ “Injecting € billionisade  Scotland — now 20 percent ow vould cut 38 percent of the work force
Amos oher. topare boanes and. (| facto nationalization. aid Bran the government —and Lioyds Banking  at 2 Spanish factory, and Renault won
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» [rish consumer prices fall

Ireland's consumer price index (el
17 percent in January from the
ous month,resuling in an Al drop
percent, the first annual decline
since 1960, the Central Statistics Office
said Thursday, Reuters reported from
ondon.
‘The Irish data for January compared
with an annual increase of L1 percent
he manth before and was below 3 me-
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