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CEO, AerCap Group Services BV, = | b~
part of AerCap Holdings NV (AER) sl y WAL I‘Ei:
Headquarters: Schiphol Airport, =t

The Netherlands

No. of countries: 50+

Nondomestic sales: 100 percent
AerCap leases and sells i
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more than 100 commer- | ||
cial airlines. - =)

JEAN-LUC BELINGARD f
Chairman and CEO,
Ipsen (Euronext: IPN)

Headquarters: Paris, France
No. of countries: 100
Nondomestic sales: 68 percent
Ipsen develops pharma-
ceuticals that target can- F
cer and endocrine and
neuromuscular disorders.
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President and CEO,

Danaos Corp. (DAC) !
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ship owner that provides Paris Bureau Chief
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term charter to container
liner companies.
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How is globalization fundamentally
affecting business operations?

GERRY WANG First, whether you like it or not, you
have new competitors. Second, customer bases are
changing. We're witnessing the emergence of a new
type of consumer in the new global Jirket. Take
China, for example. Seven years ago, the fixed-line
phone was dominant. Today 330 million mobile
phones are sold every year in China. The lifestyle is
different. Finally, talent becomes even more crucial
and even harder to get hold of.

JOHN MCMAHON While there are many social and

cultural differences across the globe, the fundamentals
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IN THIS YEAR’S NYSE EURONEXT CEO REPORT (see p. 13), leaders describe the emergence of a glo
and expanding opportunities for companies. At nyse magazine’s first roundtable held outside the h ix °E
gathered at NYSE Euronext’s Paris headquarters to discuss how globalization has changed th hla _'_tplaceu!

intensified business competition and made government policies even more important.
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other differentiating factor. L [l
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JOHN COUSTAS Shipping was probably the first trul}i,rI ' :'1_

global business. We always had global competition with :
the Japanese, the Chinese, Europeans, Americans,
Brazilians. When competition is global, you have to _dislh |
tinguish yourself. At Ipsen, Jean-Luc, you focus on pro'd;'
uct differentiation. Our form of product differentiation
is to increase the quality of the service we provide. We
want a liner company to come to us not because we are

the cheapest but because we offer better service.
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Globalization does create pressure in terms
of cost differences in various countries. If you
want European companies, for example, to sur-
vive globalization, you have to be extremely lib-
eral in terms of the labor laws. If the labor you're
using doesn't have any add-on value for your
service or product quality, in the long run you're
going to lose. You must be able to use the good,
expensive talent where it makes sense.
JEAN-LUC BELINGARD Health care is a global
business that’s highly regulated, and most regu-
lations are nation-specific. But on the whole,
major innovations transcend borders. Low cost
is a fundamental element of globalization. But
the notion of value is global. A company must
determine its global value proposition and then
organize to foster the expression of that notion,
which may not be low cost.

MCMAHON You're absolutely right. You can be
competitive on any number of bases, but those
bases almost invariably include some differen-
tiating factor: smarter, more value, faster,
cheaper, better location and so forth. Points of
differentiation are the fundamentals of compe-
tition, irrespective of where you find it.

WANG Globalization makes the world smaller
for producers and consumers, not in a physical
way, but through infrastructure. Goods pro-
duced, say, in China are brought to consumers in
the U.S. and Europe through a network of infra-
structure. It's important to recognize that the
proper infrastructure for globalization requires
billions of dollars. We can talk about technology,
cost and competition, but at the end of the day; if
you don't have the infrastructure, globalization
won't go anywhere. Container shipping is the
link connecting producers with consumers; it
creates an ocean highway.

SOEREN FERRE If anything, globalization
helps AerCap develop and actually fits well
within our strategy as global lessor. Aircraft are
assets that can be relocated easily; when one of
our customers returns an aircraft or when a part
of the world is reducing capacity — as North
America is now — or disposing of types of air-
craft that do not fit the country’s stage of devel-
opment, globalization is what enables us to

remarket aircraft elsewhere more easily.

“You can be competitive
on any number of bases,
but those bases almost
invariably include some
differentiating factor.”

JOHN MCMAHON Genesis Lease Ltd.

KIN WAH LOH In the semiconductor industry,
national interests still create tremendous bar-
riers because of, for example, different design
tastes, standards and labor laws. I agree that
for consumable goods and assets to move, you
need infrastructure. We can fly our chips
around the world, but without really connect-
ing consumers everywhere to the goods, there’s
no true globalization. You can’t simply trans-
port products around the world and expect

globalization to occur.

Has globalization

made your industries

more competitive?

COUSTAS The shipping market is so big
that if something is good for Danaos, it will
also be good for other companies in our
industry, like Seaspan.

WANG Yes, Danaos and Seaspan will do
business in the same space for many years.
The container business has grown on aver-
age about 10 percent per year over the past

15 years, and it’s projected to grow at the

same rate. There’s no dominant player in the
$250 billion shipping market. We're all mar-
ket takers, so we don’t really have too much
concern about competition, and we can develop
close relationships.

LOH The semiconductor business is a bit dif-
ferent. If two competitors were sitting here,
wed have a lawyer beside us. I just came back
from a world semiconductor conference in
Taiwan. Before any talking could begin, the
lawyers spelled out the limits of discussion
concerning, for example, civil rights of the

consumer and price-fixing.

But will globalization make
more collaboration in all
industries necessary?

FERRE When the aircraft-leasing business
started, it mostly was run out of the U.S.,
Japan, Australia and Europe (primarily in
Ireland). But over the past couple of years,
as economies in the Middle East and Asia,
particularly in China, have grown, a num-

ber of new players have entered the market.




That is bringing more capital to invest in
aircraft leasing, and the lease market bene-
fits from it. We are following these develop-
ments through collaborations. AerCap has
entered into joint ventures with companies
in emerging markets, such as Kuwait and
China. These collaborations bring us addi-
tional local expertise and can trigger oppor-
tunities for trading and funding.

WANG When you think about collabora-
tion, keep in mind the notion of owning the
steel versus operating the steel. Were seeing
a lot of specialization occurring in both the
aircraft-leasing and containership businesses.
Seaspan has very specialized capabilities,
and we're good at what we do. Other compa-
nies realize this, so you notice a separation
between owning and operating that will only
intensify as globalization continues, requir-
ing more cooperation among companies in
different industries.

MCMAHON The benefits of leasing are not
unique to aircraft or ships. They apply to all
high-capital-value assets where the disciplines
associated with making returns from owner-
ship of the asset are different from those nec-
essary to make a return from operating the
asset. For example, most hotel chains don’t
own their buildings; they operate a business
out of them. It’s often a specialized property
investor that owns the property. Similarly, air-
lines sell seat capacity on a route network.
They do not necessarily need to own the air-
craft to do that. An aircraft-leasing company
makes its money from distributing aircraft to
where they are most needed.

BELINGARD Ipsen’s business model is differ-
ent because we’re in the product, not service,
business, so we focus much more on a value cre-
ation portfolio of products rather than collabo-
rating in a service arena. We are fully integrated:
We discover, manufacture and sell. Our entire
business model is about technology-based
differentiation. If you are capable of differen-
tiating in the product that you manufacture,
then you have business success. The vast major-
ity of medical conditions are without thera-

peutic solutions. Consequently, were working

with a fundamentally unsatisfied market in
which value-added differentiation is key.
WANG So capital is not as important as tech-
nological differentiation?

BELINGARD It is, because the challenge we
have is a very long development cycle. We
have four research centers, and a lot of our
capital assets are invested in research tools.
Between the time we create the new molecule
and the time it’s marketed, 12 years pass when
we must invest capital to develop the product,
manufacture it and prepare for marketing
costs without seeing any revenue. The only
way to survive the cycles is to have a broad-
based portfolio at different levels of maturity

in their life cycles.

“A company
must determine
its global value
proposition and
then organize

to foster the
expression of
that notion.”

JEAN-LUC BELINGARD Ipsen

Are countries still raising
barriers in capital

markets, thus hindering
global competition?

MCMAHON The mindset among capital mar-
ket participants needs to fundamentally change.
The people around this table have already
adopted a global mindset. We're not focused on
any one country — were focused on planet
Earth as our marketplace. Many capital mar-
kets focus too locally. Thats particularly true in
the U.S. For example, if there is bad news about
a U.S. airline or the U.S. airline business, inves-
tors may think aircraft-leasing companies will
be affected, even though they may have little or
no exposure to the U.S.

Unfortunately, despite increased globaliza-
tion, the capital markets are not truly global yet.
Perhaps the merger between NYSE and Euronext
is a step in the right direction.

LOH Money is not really relevant in the global-
ization picture because, at the moment, money
is localized in certain big markets — the U.S.,
Europe. In the next five to 10 years, Id like to see
globalization of capital. But the issue is, who
owns the money? Large investors, such as pen-
sion funds and national funds, are allowed to
invest everywhere in the world but have clearly
determined guidelines requiring returns on cap-
ital. It’s all about risk, and therefore, in the end,
they prefer to invest in their home market.
COUSTAS And the investment environment
has shifted quite significantly with the emer-
gence of hedge funds. Before 2000, the aver-
age holding period of a stock was around 3%
years. Today, it’s eight months. That tells you
that people have a completely different invest-
ing mentality. They try to exploit patterns in
trading. If, for example, they see that a sector
has 15 percent returns but is lagging, they may
sell and buy from another sector. The market
tries to average returns.

FERRE So far most listed aircraft-leasing com-
panies are in the U.S. One of the issues we face
is that aircraft leasing is a specialized market.
There are not that many investors familiar with
the industry. Take retailers, for example. In the

U.S., say 90 percent of people have heard of




Wal-Mart. Maybe 1 percent of that 90 percent
will buy Wal-Mart’s shares. Well, at best, maybe
10 percent of the population knows about air-
craft leasing, so the 1 percent that buys shares in
our industry is much smaller. People tend to

invest in markets with which they are familiar.

What other national barriers
are you dealing with?
BELINGARD National and regional laws are a
big factor. When you try to do any business any-
where, you face different tax laws as well as dif-
ferent legal and regulatory environments. I think
that’s the biggest obstacle to globalization.

LOH If a company doesn’t embrace globaliza-
tion, it will die. Companies want to play in the
global market. On the national level, that means
alot of jobs will move. In Europe, for instance,
jobs shifted to Eastern Europe. National poli-
cies concerning labor laws have become very
important. And where Qimonda decides to
invest also depends heavily on government
support. If one government offers us a better
incentive, we'll go there.

COUSTAS A concept that is very much in the
minds of Europeans and Americans is that
globalization will result in the loss of jobs in
their own countries.

WANG One challenge we have in the U.S. is
the potential protectionism associated with the
upcoming presidential election. We may see
some changes with a new administration, and
protectionist attitudes may help secure votes.
LOH Aslong as jobs are a factor, we'll always see
some clear political scenario to protect jobs in
most countries.

MCMAHON Theres a huge and understand-
able concern about national jobs. But at another
level, there’s also a concern about losing a coun-
try’s unique social and cultural identity to an
amorphous global identity.

COUSTAS Yes. Butlook at Europe, which tried
to make a kind of miniglobalization with the
European Union. Although we try to feel Euro-
pean, there is no doubt that every country
stresses its national identity to mobilize the
people. You cannot mobilize anyone by saying

we're all Europeans.

So how are countries
attracting global businesses?
FERRE Some countries are ramping up their
educational systems so that they can offer the
kind of employee base that’s conducive to invest-
ments. A good example is Ireland. But open any
newspaper and you’ll see ads for MBAs offered
in Singapore, China, everywhere. Ramping up
the educational system is a fundamental com-
petitive asset for a country. A simple and reliable
legal system and a competitive tax environment
are also important to attract business.
MCMAHON Education is a country’s key natu-
ral resource. One of the biggest competitive
advantages that the U.S. has — and it’s got a lot of
them — is its postgraduate education system.
As for Ireland, which had a long history of
emigration, it took a strategic view back in the
1960s to make all secondary education free. The
increased levels of education produced a foun-

dation that allowed the Irish to analyze on a

global basis the relative competitive position of
the country and to establish a basis for eco-
nomic growth: speaking English, being part of
the EU, low taxes to attract foreign investment,
educated workforce to attract high-value indus-
tries such as software, pharmaceuticals and
financial services. But competition never stands
still, and countries are rapidly adapting to the
competitive realities of operating within a global
network of market-based economies.

FERRE Our industry is certainly based on
knowledge. We have 320 aircraft, but only 50
people manage our assets operationally. We don't
recruit people in emerging markets because
they’re cheaper; we recruit people because they
are right for the job.

COUSTAS But if you cannot find talent locally
and you need to take someone from, let’s say,
India to work in Paris, try to get a permit. You
can't. At the moment, most governments and

politicians dont understand that they have to

“A globalized world has
more inertia. Markets go up
in a more difficult way;,
but they also go down in a
more difficult way.”

JOHN COUSTAS Danaos Corp.




liberalize labor laws and let in talent from around
the globe to enhance the local workforce and
productivity and to keep costs down.

MCMAHON Protectionism is an artificial bar-
rier to global competition. It may provide some
temporary relief from competition but, if the
global integration of markets is truly an irre-
pressible force, then unless a country addresses
its competitive weaknesses and builds on its
competitive strengths, protectionism is a long-
term recipe for disaster because it lulls people

into a false sense of security.

Are you worried about
protectionist policies?

WANG Protectionism in general is not helpful
for globalization. On the other hand, globaliza-
tion is unstoppable.

LOH Protectionism does not last. It only creates
momentary gains in confidence. But you cannot
protect jobs when the rest of the world is mov-
ing. If, for example, the U.S. maintains protec-
tionist attitudes, the country will lose its status as
the leading economy.

FERRE Anything that restricts the ease to
move our assets from one country to another
concerns us. A lot of initiatives, however, are
taking place not only at the government level
but also at the regulatory level. We are definitely
moving in the right direction.

MCMAHON Protectionism is an understand-
able response to the onslaught of global com-
petition, but unless governments abandon the
increasing integration of global markets, it is
doomed to fail.

LOH Down the road the world will be better.
Everywhere the standard of living will go up.
What youre seeing now is a momentary
transfer of funds or transfer of living stan-
dards from developed nations to the rest of
the world. It’s harmonization. Protectionism
is just a barrier to slow down that progress.
Protectionism can't last because the con-
sumer will always demand the best talent
and products. Industrial leaders will find a
way to balance that.

BELINGARD Historically the world was going

west, so to speak. There may be some protec-

“Protectionism
in general is

not helpful for
globalization.

On the other hand,
globalization

is unstoppable.”

GERRY WANG Seaspan Corp.

can’t work in the long term.

What do CEOs fear about
globalization?

isolated regional major crises.

tionism of whatever nature, but there is no
question that the world is now going east, and

protectionism won't be able to prevent that. It

FERRE If we were in a perfect world that had
one big global market, the emergence of a major
crisis would put the whole world in crisis.
Although we evolve today in a fairly global
environment, at least in our industry, it is still

sufficiently compartmentalized to withstand

COUSTAS Globalization actually helps balance
risk. Think about the subprime crisis in the U.S.
If U.S. banks were unable to shift assets to banks
outside the U.S,, then the whole U.S. banking

system could have collapsed, and there would

have been no way to save it. So a globalized
world has more inertia. Markets go up in a
more difficult way, but they also go down
in a more difficult way.

LOH A danger is that the Western world does
not appreciate that Eastern countries are as
responsible for their people as they are. They’re
only enabling a very gradual entry of emerging
markets to the global arena. Plus I fear that
Western countries want to impose their value
system on the emerging markets.

MCMAHON The biggest threat is thata homog-
enized Western type of approach to everything
could produce a backlash if it attempts to sub-
sume national and social identities. It doesnt
have to, though. Take Europe, for example,
where a delicate balance has been struck
between the European Union and the individ-
ual national identities. The French are still
French, the Germans are still German and the
Irish are definitely still Irish. That may be the
trick to making globalization work: Don't try to
subsume national identity and culture into
something alien. Act global, but think local.
COUSTAS Thats not something that happens
completely willfully. We cannot avoid transfer of
culture. Everyone can browse the Internet. Even
if China imposes restrictions on Websites, it’s
only a matter of time before information flows.
And, unfortunately, dominant ideas will prevail.
MCMAHON Innovation requires a constant
flow of ideas, which can come from anywhere.
FERRE The Western world cannot assume it
can continue to force its mindset on emerging
economies. It just won't happen. Knowing the
specifics of each environment is key to a success-
ful local approach.

LOH You're right. It’s all about mindset. A good
example is the difference between governmental
thinking in Asia and the U.S. In Asia you govern
for the good of the community. Individual free-
dom does not play a role in the essence of the
country. The community is more important
than the individual. Try to explain that in the
Western world.

WANG Yes. Ultimately, ideological differences
are a big factor that companies and governments

must deal with as we embrace globalization. ¥




CEO Q&A » FRANK P. RUSSOMANNO, PRESIDENT AND CEO, IMATION CORP.

HEN A CORPORATION under-
takes a strategic transformation, ]
Frank P. Russomanno says its L\t"
executives must embrace four h

tactics: developing the correct business strat- ot S ' .
egy, changing the culture, retraining employees - @ 4 m\#\\ - \
and executing the strategy. As president and ’ .- : .
CEO of IMATION CORP. (IMN), he’s learned how
to redefine a company’s goals and direction.

In 1996, Imation spun off from 3M CO.
(MMM) as a collection of eight unrelated busi- P
nesses, most of which were later divested. The
remaining core business focused on data- x !
storage media serving B2B customers. Yet, e
Russomanno says, Imation’s executives realized g
that future growth would come from the larger
and faster-growing consumer segments, so it
was time for a business-strategy overhaul.

Since 2006, Russomanno says, he and his
team have worked to transform Imation into a
brand- and product-marketing company with a
balanced portfolio in commercial and consumer
markets. The new approach includes building a
portfolio of consumer brands, such as Memorex
(purchased in 2006) and TDK’s recording media
business (purchased in 2007). “With Imation,
Memorex and TDK, we've created a multibrand
portfolio unique in our industry,” he explains.

Russomanno, 60, who spent 23 years at 3M
in various sales and marketing positions, says
he’s now concentrating on reskilling his work-
force so employees can execute Imation’s new.
consumer-focused growth plan. “To effectively
execute strategies,” he explains, “a CEO must
make hard decisions and tough choices.”

With 18 to 24 months left to complete
Stage 1, Russomanno, who has a BA in history
and was an artillery officer in the U.S. Army,
sees “every day as another big step.”
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THINK, THEN DO

Imation’s CEO says successful transformations hinge on
well-executed business strategies.

BY LAUREN DONALDSON

» How did Imation develop a new
business strategy?

Our transformation began in earnest in
2006 when we acquired Memorex, one of the
strongest consumer media brands in the U.S.
Our situation analysis indicated that the stor-
age business was changing and it was time to
implement a new strategy centered on three
specific actions: optimizing our core magnetic-
media business; growing our product portfolio
across the four pillars of storage — magnetic
tape, recordable optical, flash memory and
external or removable hard drives — and
extending the brands in our portfolio into

other product categories.

How do you manage multiple

brand identities?

When Imation acquired the Memorex and
TDK Life on Record brands, the executive
team knew that we had all the pieces in place
to give our new strategy credibility. Yet we
faced the challenge of managing multiple
brands. Consumer research helped clarify
each brand’s distinct style and unique cus-
tomer segments.

For example, there is a customer segment
we've dubbed memory keepers. They’re peo-
ple who capture and retain their important
digital files — photos, video and so on — on
devices that allow them to safely store, orga-
nize and share them. Our research found that

Memorex is perceived as a flexible, versatile

brand that speaks to these memory keepers;
it’s strongly preferred in the U.S. Our TDK
Life on Record brand is very strong for both
the tech-savvy and memory-keeper seg-
ments, particularly in Europe and Japan.
Imation’s heritage as a respected data-center
B2B brand appeals to highly tech-proficient
consumers, particularly across the Asia-Pacific

region outside Japan.

“THE FIRST THING YOU HAVE
TO DO IS MAKE AN HONEST
ASSESSMENT OF THE SKILL
SETS YOU HAVE VERSUS
THE SKILL SETS YOU NEED.”

How we take each brand to market and
position them is different. We set up a team,
for example, made up solely of TDK brand
people. Their whole objective is to advance
the TDK brand as far as possible.

What is the biggest challenge of

a transformation?

Reskilling the company. Many CEOs are faced
with the challenge of taking their companies
in new directions; the first thing you have to
do is make an honest assessment of the skill
sets you have versus the skill sets you need to
go forward. For Imation, the skills needed in
the B2B environment wouldn’t necessarily be

the same as those needed for the consumer

market. About a year ago, I hired a chief mar-
keting officer who has a strong consumer
packaged-goods background to help lead our
transformation.

Ultimately our people must have the skills
to expand and enhance each of our brands.
In Japan, for example, TDK Life on Record
is our strongest brand. So we've appointed
the former TDK leader as the overall leader
of Imation’s Japan business. He has the skills
and experience necessary to steer our employees
charged with expanding each of the brands

in that market.

How do you prove that a transformation
is on course?

When a company undergoes a significant
transformation, the CEO must demonstrate
to its customers, investors and employees
that the company is truly succeeding in this
evolution. You identify specific milestones,
and every time you achieve one, you mark
your progress. We developed a short list
of target-market initiatives — just three to
five, because they’re big. Then we created a
longer list of crucial process-improvement
programs we have to accomplish and, finally,
a list of possible future opportunities that

we refer to as on-deck initiatives.

How does Imation stay ahead of the
technology curve?

To remain a leader, you must understand future
trends, including those yet to be articulated by
customers. For instance, if you have the right
marketing information, you can set your tech-
nical and marketing teams loose to identify
products that address technology consumers’
need for portability and a growing preference

for wireless products. ®
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» THE GLOBAL MARKETPLACE UP CLOSE

THE TECH EXCHANGE

NYSE Euronext’s technology might be its most powerful asset.

“We combine the highest-performing

enterprise software for financial connectivity
[NYSE TransactTools] with market-leading
BY JEANNE COTRONEG DARROW data management and distribution [Wombat]
and the network and facilities infrastruc-
ture of the world’s leading markets [SFTI],
HROUGH A SERIES OF ACQUISITIONS and structural shifts, NYSE EURONEXT (NYX)
has formed NYSE Euronext Advanced Trading Solutions® a leader in providing connec-
tivity, market-data management and transaction technologies for trading firms, vendors

and financial markets throughout the world, attracting and enabling the free flow of

says Larry Leibowitz, group executive vice
president and head of U.S. Execution and
Global Technology. “Together, the three com-
ponents provide end-to-end infrastructure
for our customers.”

Before NYSE Euronext acquired it in 2007,

NYSE TransactTools was a developer of connec-

liquidity across asset classes, global geographies and time zones. The new technology unit is
poised to boost the exchange group’s global customer base.

“We're no longer just a stock exchange; we're an exchange that’'s embracing technology to
the fullest,” says NYSE Euronext CEO Duncan Niederauer. “We look forward to providing our
customer base with a comprehensive array of commercial technology solutions.”

tivity platforms and transaction-management

tools. It is the industry’s only comprehensive

NYSE Euronext Advanced Trading Solutions
combines the network and facilities infra-
structure of the world’s leading markets with
the best performing enterprise software and
data-management and distribution services
to serve the financial industry’s growing need
for speed, ultra-low latency and efficiency. In
doing so, NYSE Euronext is embracing the
role of neutral technology provider, formal-
izing its tech offerings and developing a
shared technology footprint among exchanges
worldwide. And with its new consulting ser-
vices capabilities, customers will benefit from
the delivery of technology and expertise to
new markets.

“One of our main initiatives is normalizing
our multiple platforms into one. Doing so will
produce not only cost savings and efficiencies
but also a next-generation market-execution
platform for customers,” explains Sam Johnson,
co-head of NYSE Euronext Advanced Trading
Solutions. “And the platform’s technology is
interesting to other world markets, market par-

ticipants, vendors and customers.”

THE NEW DIVISION WILL
SERVE THE FINANCIAL
INDUSTRY’S GROWING NEED
FOR SPEED, ULTRA-LOW
LATENCY AND EFFICIENCY.

The new unit is a combination of three
businesses: SFTI® (Secure Financial Transac-
tion Infrastructure), one of the world’s most
reliable financial networks, built by NYSE
post-9/11; TransactTools, an independent ven-
dor of enterprise software for transactional
connectivity and messaging that was acquired
by NYSE Group in January 2007; and Wombat
Financial Software, an independent vendor
of software for high-performance market-
data management and distribution. With
offices across the U.S., Europe, Japan and
Singapore, NYSE Euronext Advanced Trad-
ing Solutions currently powers the trading
operations of hundreds of global financial
institutions, including 17 of the worlds 20

largest securities firms.

software architecture that provides high-
performance, enterprisewide end-to-end con-
trol over transactional information moving
between systems and across networks. Its global
trading platform improves liquidity and reduces
risk, allowing firms to access liquidity globally
through a single platform.

Belfast-based Wombat, which was founded
in 1997 and acquired this year, specializes in
the development of market-data software solu-
tions for global financial markets. Wombat’s
products are used to transmit stock exchange
data to financial institutions at high speeds so
that trading decisions can be made quickly.
NYSE Euronext recently announced a £3 mil-
lion ($6 million) expansion that will bring
total employment at Wombats development
center in Belfast to 200 by 2010.

NYSE Euronext Advanced Trading Solutions
Co-Head Danny Moore says NYSE Euronext’s
acquisition of Wombat illustrates the Exchange’s
commitment to building a new business and
recognizes the importance of the customers
who trade there: “Those customers are a unique

and valuable asset, and this is about building
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high-quality products and services to help

them trade more effectively”

NETWORK INFRASTRUCTURE

SFTTis NYSE Euronext’s ultra-low-latency resil-
ient communications infrastructure created for
the financial industry in 2002 (after the 9/11
attacks interrupted connectivity on Wall Street).
It offers more than 1,300 market participants
connectivity to multiple exchanges, market cen-
ters and content-services providers, including
every National Market System market in the
U.S. SFTT connects all US. brokers, exchanges
and ECNs. NYSE Euronext is deploying this
technology across all of its U.S. and European
markets and is actively expanding into Latin
America, Asia and the Middle East.

“Yesterday, SFTT was a U.S.-based physi-
cal network,” says Johnson. “Tomorrow it
will be a global platform of network services
that will allow a customer connected in, say,
New York to access through a single connec-
tion markets in Brazil, Asia, Europe — or any
liquidity in the world, regardless of product
or geography or market.”

NYSE Euronext also has decided to in-source
its European trading and IT operations, which
“gives us control of our core platforms and
greatly enhances our global exchange technol-
ogy business,” says Leibowitz. Adds Johnson: “If
we and our partner markets can operate on the

same platform, it’s great for our customers”

GLOBAL TECH SERVICES

The new offerings are receiving recognition
worldwide. A number of markets are deploying
the technology, having selected NYSE Euronext
after rigorous evaluation of several competitive
providers. For example, NYSE Euronext was
chosen as the technology provider by the State of
Qatar and the Doha Securities Market for the
cash equities and derivatives markets; signed a
deal to jointly develop a trading platform,
including options, for the Abu Dhabi Securities
Market; and developed with Bursa Malaysia a

direct-access trading platform for the Malaysian

THE GLOBAL CONNECTIVITY
OF NYSE EURONEXT ADVANCED

TRADING SOLUTIONS ENABLES J
THE FREE FLOW OF LIQUIDITY ;
ACROSS ASSET CLASSES,

GEOGRAPHIES AND TIME ZONES.
derivatives market. In addition, the Tokyo Stock
Exchange Inc. (TSE) announced the introduc-
tion of Tdex+, a new trading system for its
options market to be based on NYSE Euronext
technology and services. “NYSE Euronexts
technical and operational expertise in various

markets, such as the capital and derivatives mar-

“THE PRODUCT SUITE IS
ABOUT MAKING IT EASIER
AND LESS EXPENSIVE FOR
CUSTOMERS TO TRADE.”

— SAM JOHNSON, CO-HEAD, NYSE EURONEXT
ADVANCED TRADING SOLUTIONS

kets, within multiple localities in Europe and the
US. is of indispensable value to us,” says TSE
President and CEO Atsushi Saito.

As these global projects move forward, NYSE
Euronext is bringing its different trading plat-
forms together onto one “universal platform.”
This system simplification will allow any cus-
tomers from any country to enter orders into the
NYSE Euronext network. The transatlantic plat-
form for cash products is expected to launch in

December and derivatives in mid-2009.

Looking ahead, Moore sees tremendous
opportunities in the rapidly moving elec-
tronic trading business, which he says has
become a disproportionately large part of the
overall IT industry. “Our solutions for cus-
tomers will enable them to plug in and get
everything they need without having to run
infrastructures themselves,” he says. “Our
scalable development capability has the goal
of having a major impact on the sector over
the next few years”

Adds Johnson: “Ultimately, the product suite
will be a network of technology services that is
open, neutral and spans the globe connecting all
the liquidity that the world wants to reach.
Participants will have an easy way to get to it,
and third parties will have a ready-made com-
munity to plug into to offer value-added solu-
tions around accessing that liquidity. It’s about
making it easier and less expensive for cus-

tomers to trade wherever they want to trade” #®

This article includes information that may constitute
“forward-looking statements,” as it is based on current
expectations and assumptions that are subject to risks and
uncertainties. Please refer to the complete text of the
Cautionary Note on page 3 for further information on fac-
tors that could cause actual results to differ materially
from forward-looking statements.
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ight now, U.S. businesses are deter-
mining ways to navigate the economic
recession. At AGILENT TECHNOLOGIES
INC. (A), we vividly remember the
situation we faced in 2001, when our com-
pany did not react quickly enough to the
worst technology downturn in history. We had
not yet shed the many legacy systems and
processes inherited from HEWLETT-PACKARD
€0. (HPQ) in our 1999 spin-off, and the result
was an excessive cost structure. We then began
a corporate transformation that has left us
in a far stronger position to weather eco-
nomic uncertainties.
Our plan involved making some very
tough decisions related to our businesses and

programs, but today Agilent has in place an

» VIEWS FROM BILL SULLIVAN, PRESIDENT AND CEO, AGILENT TECHNOLOGIES INC.

Transforming a company’s operating goals and practices can
prepare it for ha

rd economic times.

operating model, a leadership team, financial
incentives and the discipline necessary to
ensure long-term success. Although Agilents
transformation was a complex, multiyear pro-
cess, there are essentially five key steps that we
took to get to where we are today.

We focused the company on our core com-
petency: measurement. As the world’s premier
measurement company, we now concentrate on
the many opportunities in the $43 billion mea-
surement market, which includes electronics,
communications, life sciences and chemical
analysis. Divesting Agilent’s semiconductor
businesses in 2006 allowed us to allocate all our
resources for what we know and do best.

We identified key market openings for
growth. With the focus on measurement, we
can actively pursue meaningful growth oppor-
tunities in our core areas of expertise and major
end markets such as China and India. Life sci-
ences, food testing and aerospace/defense are
all growth areas for us, supported through a
balanced combination of organic growth and
smaller, strategic acquisitions.

We changed and modified our leadership
team to make sure we had the right skill sets
to keep us on course. It is crucial that leaders
have the ability to execute change within a
company, and we wanted to ensure that
Agilent’s executives had the right attributes to
identify what needed to be done, set goals and
deliver results. We now have a world-class lead-
ership team, with 60 percent of our senior
executives new to their positions.

We increased our flexibility through a vari-
able cost model. To minimize our exposure to
market volatility, we changed the structure of

our organization in some essential areas. First,

we revamped our employee-compensation
system to increase the amount of variable pay
linked to specific company metrics. As a
result, all Agilent employees — from the CEO
down — share in the company’s success
through the Results Bonus program, which
rewards employees for performance, while
adjusting for changes in economic conditions.
We have also moved to contract services for
noncritical business processes, such as real
estate management and IT infrastructure, and
outsource nearly 50 percent of our manufac-
turing operations.

We created a strong operating model to
ensure financial health. Given Agilent’s cur-
rent market, our financial objective is an

operating profit of 14 percent with a return

“ALL AGILENT EMPLOYEES
SHARE IN THE COMPANY’S
SUCCESS THROUGH THE
RESULTS BONUS PROGRAM.”

on invested capital of 21 percent through an
economic cycle that results in substantial
cash flow. In addition, we target 30 percent to
40 percent of all incremental revenue to flow
to operating profit.

Agilent today is in the best financial posi-
tion in its history to withstand challenging
markets. This enables our 19,000 employees to
focus with confidence on winning in the mar-
ketplace and being first-rate measurement
partners to engineers, researchers and scien-
tists throughout the world. #

Bill Sullivan is president and CEO of Agilent
Technologies, a measurement company that
works with engineers, scientists and researchers
on modern communications, electronics, life-

sciences and chemical-analysis challenges.
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