2
3

Supplement 3

The Wall Street Journal (Mar 13, 2009)

Sony, Seiko in Talks Over LCD Alliance 

By YUZO YAMAGUCHI
Printer maker Seiko Epson Corp. said it will start talks with consumer electronics giant Sony Corp. on an alliance in liquid-crystal display (LCD) operations.

The talks could lead to the eventual sale of some of Seiko Epson's LCD assets to Sony, and they are yet another sign of how Japan's electronics industry is struggling amid slack consumer demand and the strong yen.

Seiko Epson and Sony said in a joint statement that they will start discussions about a tie-up in operations of small and mid-sized LCDs used for electronics devices such as mobile phones and digital cameras, aiming to sign a definitive agreement by the end of June.

Minoru Usui, the president of Seiko Epson, at a news conference said, 'It's hard to keep the [LCD] operations going by ourselves.'

"It's hard to keep the [LCD] operations going by ourselves," said Minoru Usui, Seiko Epson's president, at a news conference.

"The operations, technologies and customers will stay" when transferred to Sony. But he declined to specify what LCD assets will be sold to Sony.

A Sony spokeswoman said a takeover of Seiko Epson's production of amorphous silicon thin film transistor, or TFT, material -- used for inexpensive displays -- is possible to expand a Sony product lineup that currently focuses on a different type of thin film transistor used for relatively high-end products.

The move by Seiko Epson is part of a restructuring program aimed at getting the hard-hit maker of printers back to break-even point in the fiscal year starting in April. The company said Wednesday it expects a net loss of 100 billion yen ($1.02 billion) in the current fiscal year, much worse than an earlier estimated loss of four billion yen.

Its restructuring includes consolidation of its LCD operations and closure of one of its two semiconductor plants in Japan.

Sony itself is in the midst of a major restructuring -- shedding 16,000 jobs world-wide -- in an effort to reverse out of the net loss it expects to report in the fiscal year through March. That will be the first net loss in 14 years at the home of the PlayStation videogame and Walkman music players.

Earlier this month, Sony Chairman and Chief Executive Howard Stringer also took on the title of president at the technology giant in a move observers said was designed to strengthen his hand in pushing through changes at Sony, which is losing money on many of its product lines.

The talks between Sony and Seiko Epson come as recession in key major markets is squeezing global demand for consumer electronics.

The impact of recession has been compounded by the stubbornly strong Japanese currency, which has flattened exports. Thursday data from Japan's cabinet office showed the country's economy shrank by an annualized 12.1% in the 2008 fourth quarter, its worst performance since 1974, with some observers fearing a worse performance in the first quarter of 2009.
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U.S., China Seek Healthier Relationship 

· By MARK GONGLOFF

How much the U.S. imports from China could have a big impact on an economic recovery.

The Commerce Department releases January trade data Friday morning. Economists think the deficit shrank a bit, to $37.3 billion, as exports and imports sank amid a global trade implosion. A key number to watch is the deficit with China, by far the widest among America's trading partners. After briefly improving early in 2008, that gap widened to a record of more than $76 billion in the third quarter.

The gap may now be shrinking, as U.S. demand for Chinese goods has withered. China's global exports fell 17.5% in January from the year before, echoing trade numbers elsewhere in Asia, including a record 46% decline in Japanese exports.

China this week reported a 25.7% export decline in February, suggesting the trend has gathered steam.

In this file image taken April 6, 2006, a man looks at rows of containers at the Yangshan deep water port off the coast of Shanghai, China.
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At a time when the U.S. economy needs low interest rates to heal itself, a decline in Asian exports could be bad news. The less China exports, the fewer dollars it has to buy U.S. Treasurys and keep prices up and yields down. China's exports rose from less than $20 billion monthly in 1999 to more than $120 billion monthly in 2008, notes Council on Foreign Relations economist Brad Setser. Much of that cash was parked in Treasury bonds, producing low interest rates -- and helping to fuel a similarly parabolic rise in U.S. home prices.

But changing this codependent relationship is ultimately healthier. If China and other exporters can leave this crisis relying more on domestic demand, they could support global economic growth in a longer-lasting way. That would mean the U.S. government could get away with spending less on fiscal stimulus. 

