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Not all news is created equal...

e The Wall Street Journal:
 U.S. edition
* Europe edition

* Two companies:
* U.S. company: General Motors
* European company: Volkswagen



General Motors: Faulty ignition switches

The Wall Street Journal
(Europe Edition)

GM Will Pay Big Penalty In Criminal Settlement
Lead journalist: Mike Spector
18 September 2015

General Motors Co. will pay $900 million to settle
criminal charges with the U.S. Justice
Department for the auto maker's botched handling
of an ignition-switch defect that led it to recall
millions of vehicles and was linked to more than
100 deaths.

The Wall Street Journal
(U.S. Edition)

GM Admits to Criminal Wrongdoing
Auto maker will pay $900 million penalty for failures in
handling ignition-switch defect

Lead journalist: Mike Spector
18 September 2015

General Motors Co. admitted to criminal
wrongdoing and agreed to pay a lower-than
expected financial penalty in the mishandling of
a defective ignition switch, closing a chapter in a
safety crisis that dented the auto maker's
finances and reputation.



General Motors: Faulty ignition switches

The Wall Street Journal
(Europe Edition)

GM Will Pay Big Penalty In Criminal Settlement
Lead journalist: Mike Spector
18 September 2015

General Motors Co. will pay $900 million to settle
criminal charges with the U.S. Justice
Department for the auto maker's botched handling
of an ignition-switch defect that led it to recall
millions of vehicles and was linked to more than
100 deaths.

The Wall Street Journal
(U.S. Edition)

GM Admits to Criminal Wrongdoing
Auto maker will pay $900 million penalty for failures in
handling ignition-switch defect

Lead journalist: Mike Spector
18 September 2015

General Motors Co. admitted to criminal
wrongdoing and agreed to pay a lower-than
expected financial penalty in the mishandling
of a defective ignition switch, closing a chapter
in a safety crisis that dented the auto maker's
finances and reputation.



General Motors: Faulty ignition switches

The Wall Street Journal
(Europe Edition)

GM Will Pay Big Penalty In Criminal Settlement
Lead journalist: Mike Spector
18 September 2015

General Motors Co. will pay $900 million to settle
criminal charges with the U.S. Justice
Department for the auto maker's botched handling
of an ignition-switch defect that led it to recall
millions of vehicles and was linked to more than
100 deaths.

Overall tone: -1.14

The Wall Street Journal
(U.S. Edition)

GM Admits to Criminal Wrongdoing
Auto maker will pay $900 million penalty for failures in
handling ignition-switch defect

Lead journalist: Mike Spector
18 September 2015

General Motors Co. admitted to criminal
wrongdoing and agreed to pay a lower-than
expected financial penalty in the mishandling
of a defective ignition switch, closing a chapter
in a safety crisis that dented the auto maker's
finances and reputation.

Overall tone: 0.16



Volkswagen: ‘Dieselgate’

The Wall Street Journal
(Europe Edition)
Lead journalist: William Boston
21 September 2015

By William Boston,
Amy Horder
amd Mike Spector

VOlkSWRESR AG'S CTIsE per
allegedly  cheating on U5,
emissions wsrs deepeed, with
the Gorman ambo maker hali-
g Arscrican sales of popsalar
digsol-pawered cars, issuing a
s eeping apoligy for vickatr
enstomers' trust and launching
an exteral isvestigation

The campany conld faca bil
T of dlodlzars i Finess aned the
erisis conld further weaken
Volkswagen Chicf Exeoative
Martin Winterkatn's positicn,
He narvawly survived offorts
Ty major sharshodder to oust
him earlier this Year and was
parssme] ower For Lhe chaivman's
July, the company's top post,
this menth,

1 porsoially am desply
soavy that wo have broken the
st of our customers and the
Pt M, Winkerkoem said i
a sttenent wmeaed by the
enmpany on Sunday, adding
that Volkswagon is coaporat
ing with sutherities and has
comimissioned  an axternal

probe.

O Friday, the 1.8, Eriran-
moneal Frotaction Ageney and
the California Air Resourges
Board alleged that Volkswazen
usad software, dubbed a “de-
foat cwvice,” i the cars 1o
make diesel-porwered craines
SppeAT to by lower kevels of
amissiens than they actually
did. Aboart 432,000 Volks-
wagem diozol -powerod cars are
affected.

The EPA probe conld faree
Volkswagen and its Audi AG
e o recall thotisaids of ye-
hicles that comtain the com
Comi e fran Fage e
pary's “cloan dwosal® onginos.

The four-cylinder  20-liter
turho direct injoction, or TOI,
engine is commonly fannd in
Volkewagen's Paccat, Jolta
GO, Begtle amd in Audis A3

lnury compact neodel.
Following  the EPA  am-
nouRsemEmt, Walkswagon
Fraltesd thee sabes oof 2l 2015 and
26 mexdels comtaining the
folr-cylimdor 20 lter TOI on-
pine, a company spokesman
sae] om Suncly. The EFA inves-
TEAtion  Affects cars Eoing
back to 2008, The spekesman
Sabll The eompany s STl not

issned a recall.

Tha irvostigation comes ot
a eritical time for the auko
maker, which 15 based in
Walfsbarg, Germany. Volks-
wagen's naeesake brand has
boon hattling deckming =ales m
the L8, market. Aui, its Tus-
ury car maker, is fmding
hard to eatch g in the VS
with ryeals BMWE AG and Daim
Jer AG, which makes Meroedis-
Banz \"’E.PIICH"‘.

The LS, is aranal in the
COnpaNy’s effoits o bacome
the weorld's loading aura maker
by sales. Volksmage Ludlt
its campalgn o grow in the
L5 market om a promise that
it chean-diese] enghives dedive
better porformancs and ks
o

ions.
Realization that Yokswagen
may have cheated 1o got these
results could usklermine s
WS, recovery and  Frther
wenken s shares, which are
already down moro tha
e peuking in Marc]
analysts.

“There i no Wiy 1o pat an
optimisti spin v this—this is
veally serious,” s Mas War-
burtoin, an analyst with Ders-
stoln Research. “The bost case
for VW is probably sill a
molel-ballion dollar fine”

VW Halts
Sales of
Some Cars

In U.S.

LS offivials said Yalks-
wagen vickated two parts of
tha fedoral Clean Air Act amd
eoulel Face Fines of a= mnch as
FIA00 per car, of move than
218 billion. I remained un-
s wihithed the BOVERITeNT
wowhl seck such an aneroas
pealiy,

T EPA In Nowember 2014
kit Scuth Korzan auto makers
Hyundai Motor Co. ake] Kia
Wintors Corp. with a recard
E00 milliva penalty for over-
Statimg fuel-ecomaimy claims
and forced the companics o
caritfgh gy dthet SO0 millL
wn vegmlabory creduts,

The EPA said the vehicles
remain safe and legal o drive.
Volkswages maght have Lo re-
eall the cars and fis the, offi-
cials said, though that conld
take ugp o 3 vear

The agoney is working with
b Justive Department and an
EesTIEAton ¥ ComTImm;

icials alleged that Violks-
e usad software that scri-
watas full emissmons contrals
wanly during testing but then
rodiees  thalr  afectlviens s
during normal driving. The re-
At §5 That ears cam il nicro-
gon ckdes ar up 1o 40 nmes
the allowable stamdard, the
agensy said, Dhesel-powered
cars are a part of civerall
U5 car and light-track sales.

“lUsing a defeat dovice in
cdrs Lo evade deat-air stan-
dards is Wezal and a throas (o
pubdec health,” said Cynthia
ik, assicnant ademinestrator
for the agency’s enforcoment
o She later adideck “These
wiolations are wory sorious. We
expected better from YW

Experte say that the soft-
wars crablos cars to got botter
Fured eoonomy b e expense of
h|['|IC| nitrogen-oxide cmis
sioes, which was likely one

reason VW was using them,
according to Margo Oge, who
recenly retlred as director of
the ERAE Offeco of Transparta-
i and Alr Quslity aer more
than 31 years at the agency.

Valkewapen's apparent mo-
tivations for foslmg the omis
stans lesls woere umclear. An
EPA spakeswomam has said in
wemk be “premasurs fo spec-
late om why VW did this.”

A& Valkswagnn spokesian in
Wolfsburg va Sunday s,
“We are mow in the imvestiga-
tice phase aee have no com-
et Bevond what is in the
statement that wo puldlished

(R

Callformia is separately in-
westigating the auto maker,

Thee piwce weell ko defeil-
dovice caso dates hack o the
late 154515 The EPA and seven
diesel-engine  mAmIFactirars,
including Catorpdlar Inc,
TRt Diesed 2ol Crummins [0,
anneumced m 18 & collocimg
£1 billion. st temett b resae
Clean Air Act vielations similar
b T the ERA allisgod ot Fri-

day, Those companies faced
534 millicn af penaltios under
Che Dar, AT TR CLbe Thee Fpest
LLE. oowairommonal snforeomant:
acticn in bistary.

The Imemational Counsl
on Clean Tramsportation, a
nonprefil researdn organiza-
tion that works with govern
msnts o out air poellntin frem
michile sources, and West ¥ir
simia University rescarchers
uncovered  Volkswagen's al-
leged msa of defear deviess m
research and testing over the
last goaplo of wears.

. Winserbim woesd 1o do
“eyervthig Nesessary™ 10 e
wain pubdic rss in the com-
[y,
“Wie do mot amd will not tol

erate violation of any Kind of

our intermal rukes or af the
lavs* he said in the statement.
“This meatrer ks first prioricy
for ma

The Wall Street Journal
(US Edition)

Lead journalist: William Boston

21 September 2015

Volkswagen  AG's  crisis
over allegedly cheating on US.
emissions tests deepened, with
the German suto maker halt
ing American sales of papular
B Wiiliam Bostan,

Amy Harder

il Mike Spector

diesel-povered cars and lssu-
N, & sweeping apology for vi
alating customers trust.

It also launched an extarnal
nves gation.

The company eoald face hil-
‘Gons of dollars in fnes and
the orisis  could further
wezken Yolkswagen Chief Ex-

stive Martin Winterkorn's
position. He narrowiy survived
efforts by a major sharehalder
w0 oust him earlier this year
1 =5 passed over for the
chairman's job, the company’s
top post, this month.

“I parsonally am deeply
sorry that we have broken the
of o customers cnd the
public.* Mr. Winerkorn said
a stztement issued by the
eompany on Surday, 3dding
that VW is coopersting, with
authorities and hes commis
stoned an exvernal proba,

The LS, is crucial in Valks-
wagen's efforts to become the
world's leading auto maker by
sales. The German company
has balt its eampaign o grow
in the TLS, mariket on 2 prom-
ise that its clean-diesel en-
gines deliver botter perfor-
e and low emissions, I is
neck-and-neck with reigning
sales leader Toyora Motor
Carp. abd avirtaak the Tapa-
nese cEl er during the
st half of this year, But the
emissions rest probes could
stall 115 progress.

Evers prior to the emissions

Continued from pape B
Essug, the auto maker's name-
sake Volkswagen brand has
been battling declining sales
in the LS marker. And Allﬂl
AG, its lukury e mak

finding It hard to eatch

VW Halts
U.S. Sa
Of Certain

. )
Diesel Cars

the U5, with rivals BMW AG

and Daimler A, which makes

Mercades-Benz vehicles.

Om Friday, the U.S. Envi-
eonmental Protaction Agency
and the California Air He
sources Board alleged thar
Volkswagen used software,
dubbed a “defeat device."
the cars to make diesal-pow
ered engines appedr to have
Lower levels of emissions
than they actually did.

About 482,000 Volkswagen
diesel-powered cars ware af
fected

The EPA pruhe wuld foree
Volkswagen and
ta reeall thow e
that contain l||t‘ SOHmpALYS
sl engites. The

15 eommanly found in Volks-
wagen's Passat, Jetta, Golf,

Boatle and in Audi’s A3 lukury
coenpact maodel.

A Valkswagen spokesman
it Sitneday sid e auto makr
biaalted the sale of all 2015 and
2006 madels containing the
Four-cylinder 2.0 liter TDT en-
pine. The EPA [avestigation af-
fects ears sold sinoe 2008, The
company hasn't lssped a re-

call, the spokesman said,
Realization that Volkswagen
sy have eheatod to get bottor
ermissions results could under-
ming its U8, recovery and fur-
ther weaken its shares, which
are down 7% from their peak
on March 18, said analysts,
“Thene is to way o p
optimistic spin ot this—this is
really serious,” satd Max War-
burton, an apalyst with Bern-
stein Researeh. “Tha best ease
For VW is probably s
enulti-néllior dollar fine.
Consumer Repovts, &n (nfi-
| nagazine when it comes

o

ta car roviews, last weok sus-
pended "recommended” rat-
Ings on the auto maker’s Jetta
and Passat diese:

allegations. Consumer Reports
said  the  resommends
would be suspended until

it

can retest the vehicles once
they 2

patred. The maga-
It would then sssess
ther the cars” fuel evon-
amy worsened.

Larte Cleveland, a 54-year-
old  English teacher from
Lawville, MY, said she bought
a new 2015 VW Passar TDI
wver the Labor Day weekend,
Jart sure what to do bow.
She said it 15 her fourth Volks-
wagen diesel car sinee 2006,

1 feel like I'va been de-
celved," she sald. “Fm a per-
son who ltkes to be environ-
mentally friendly,” she sdded.

Me. Winterkorn on Sunday
vowed to do “everything nec-
essary” to regaln public trust
in the compary.

We do not ard will not tol-
erate violation of any kind of
our internal rules or of the
lawy” he sald. "This marrer has

Volks-
wagen violated twa parts of
the federal Clean Al Act and
could face fines of as much as
$37,600 per car, or more than
31 remained un-
¢ the government
waould seek such an onerous
penalcy.

The EPA ln November 2004

hit Scuth Korean aute makers
Hyundal Motor Co. and Kla
Morors Corp. with a record
$100 millien penalty for aver-
atating fwel-economy clalma
and foreed the eompanles o
eotgh up anather $200 milllon
repulatory credits.
The EPA bas sald the vehi-
win safe and legal 1o
The ageney is working
with the Justice Department
and an investigation 18 con-
tinging.

Otflelals alleged that Volks-
wagen used softwars that ae-
thwates full emisslons contrels
anly daring testing bar then

reduces their effectiveness

during normal driving, The
resull 1 Chat cars can emit
nitrogen oxides at up to 40
times the allowable standard,
apenry said Diesal-pow-
are @ small part of
U5, car and light
ruck sales.

Experts say that the soft
‘ware enables cars to get better
fuel economy at the expense of
higher rogen-oxide anus
slonz, which was likely one
resson VW was using them,
according to Marge Oge, whe
recently retived as director of
the EPA's Office of Transporta-
tion and Air Quaslity after
more than 30 yesrs at the
AEENCY.

Velkswagen's apparent mo-
tivations on the emissions
tests were unclear. An EPA
spokeswoman  has said 3t
would be “premature to specu-
Iate on why VW did this.”

A Volkswapen spokesman in
Woelfsburg, Germsay, on Sun
day said, “We are now in the
investigation phase and have
no comment beyond what is in
the sta t that we pub-
lished 1

California is separately in-
vestigating the auto maker.

Tha International Couneil
on Clean Transportation, a
rasearch o -

hat warks with J’.M'L[I'I'
merts b oeut sir pollution
From mobile sources, and Wist
inia University researchers
uneoverad Volkswapen's al-
leged use of defeat devices in
Tesoarch and resting over the
last cauple of years,
—Christing Rogers
enntribatad to this articls.

482,000

The approwimate mumber of
Veluowagen dieselpewered
€ars alfected by the ‘defeat
devlea’

VW CEQ Martin Winterkorn
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1 feel like I'va been de-
celved," she sald. “Fm a per-
son who ltkes to be environ-
mentally friendly,” she sdded.

Me. Winterkorn on Sunday
vowed to do “everything nec-
essary” to regaln public trust
in the compary.

We do not ard will not tol-
erate violation of any kind of
our internal rules or of the
lawy” he sald. "This marrer has

Volks-
wagen violated twa parts of
the federal Clean Al Act and
could face fines of as much as
$37,600 per car, or more than
31 remained un-
¢ the government
waould seek such an onerous
penalcy.

The EPA ln November 2004
hit Scuth Korean aute makers
Hyundal Motor Co. and Kla
Morors Corp. with a record
$100 millien penalty for aver-
atating fwel-economy clalma
and foreed the eompanles o
cotigh up another $200 mi
repulatory credits.
The EPA bas said g

with the Justice D
and an investigatifly 18 con-
tinging.

Offleials alleged
wagen used softwars
tiwates full emisslons o
anly daring testing bar o

reduces their effectiveness

during normal driving, The
resull 1 Chat cars can emit
nitrogen oxides at up to 40
times the allowable standard,
apenry said Diesal-pow-
are @ small part of
U5, car and light
ruck sales.

Experts say that the soft
‘ware enables cars to get better
fuel economy at the expense of
higher rogen-oxide anus
slonz, which was likely one
resson VW was using them,
according to Marge Oge, whe
recently retived as director of
the EPA's Office of Transporta-
tion and Air Quaslity after
more than 30 yesrs at the
AEENCY.

Velkswagen's apparent mo-
tivations on the emissions
tests were unclear. An EPA
spokeswoman  has said 3t
would be “premature to specu-
Iate on why VW did this.”

A Volkswapen spokesman in
Woelfsburg, Germsay, on Sun
day said, “We are now in the
investigation phase and have
no comment beyond what is in
the sta t that we pub-
lished 1

California is separately in-
vestigating the auto maker.

Tha International Couneil
on Clean Transportation, a
rasearch o -

hat warks with J’.M'L[I'I'
merts b oeut sir pollution
From mobile sources, and Wist
inia University researchers

last cauple of years,
—Christing Re
enntribatad fo this articls

482,000

The approwimate mumber of
Veluowagen dieselpewered
€ars alfected by the ‘defeat
devlea’

VW CEQ Martin Winterkorn
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By William Boston,
Amy Horder
amd Mike Spector

VOlkSWRESR AG'S CTIsE per
allegedly  cheating on U5,
emissions wsrs deepeed, with
the Gorman ambo maker hali-
g Arscrican sales of popsalar
digsol-pawered cars, issuing a
s eeping apoligy for vickatr
enstomers' trust and launching
an exteral isvestigation

The campany conld faca bil
T of dlodlzars i Finess aned the
erisis conld further weaken
Volkswagen Chicf Exeoative
Martin Winterkatn's positicn,
He narvawly survived offorts
Ty major sharshodder to oust
him earlier this Year and was
parssme] ower For Lhe chaivman's
July, the company's top post,
this menth,

1 porsoially am desply
soavy that wo have broken the
st of our customers and the
Pt M, Winkerkoem said i
a sttenent wmeaed by the
enmpany on Sunday, adding
that Volkswagon is coaporat
ing with sutherities and has
comimissioned  an axternal

probe.

O Friday, the 1.8, Eriran-
moneal Frotaction Ageney and
the California Air Resourges
vard alleged that Velkswagen
saftware, dubbed a “de-
In the cars To
-pomered eregines
SppeAT to by lower kevels of
amissiens than they actually
did. Aboart 432,000 Volks-
wagem diozol -powerod cars are
affected.

The EPA probe conld faree
Volkswagen and its Audi AG
e o recall thotisaids of ye-
hicles that comtain the com
Comi e fran Fage e
pary's “cloan dwosal® onginos.

The four-cylinder  20-liter
turbo direct injection, or TOI,
engine Is commenly fannd in
Volkewagen's Paccat, Jolta
GO, Begtle amd in Audis A3
lnury compact neodel.

Following  the EPA  am-
nouRsemEmt, Walkswagon
Fraltesd thee sabes oof 2l 2015 and
26 mexdels comtaining the
folr-cylimdor 20 lter TOI on-
pine, a company spokesman
sae] om Suncly. The EFA inves-
TEAtion  Affects cars Eoing
back to 2008, The spekesman
Sabll The eompany s STl not
issned a recall.

Tha irvostigation comes ot
a eritical time for the auko
maker, which 15 based in
Walfsbarg, Germany. Volks-
waes naegsake brond has
boon hattling deckming =ales m
the L8, market. Aui, its Tus-
ury car maker, is fmding
hard to eatch g in the VS
with ryeals BMWE AG and Daim
Jer AG, which makes Meroedis-
Banz \"’E.PIIN'."‘.

The LS, is aranal in the
COnpaNy’s effoits o bacome
the weorld's loading aura maker
by sales. Volksmage Ludlt
its campalgn o grow in the
L5 market om a promise that
it chean-diese] enghives dedive
better porformancs and ks
o

ions.
Realization that Yokswagen
may have cheated 1o got these
results could usklermine s
WS, recovery and  Frther
wenken s shares, which are
already down moro tha
e peuking in Marc]
analysts.

“There i no Wiy 1o pat an
optimisti spin v this—this is
veally serious,” s Mas War-
burtoin, an analyst with Ders-
stoln Research. “The bost case
for VW is probably sill a
molel-ballion dollar fine”

VW Halts
Sales of
Some Cars

In U.S.

LS offivials said Yalks-
wagen vickated two parts of
tha fedoral Clean Air Act amd
eoulel Face Fines of a= mnch as
FIA00 per car, of move than
218 billion. I remained un-
s wihithed the BOVERITeNT
wowhl seck such an aneroas
pealiy,

T EPA In Nowember 2014
kit Scuth Korzan auto makers
Hyundai Motor Co. ake] Kia
Wintors Corp. with a recard
E00 milliva penalty for over-
Statimg fuel-ecomaimy claims
and forced the companics o
caritfgh gy dthet SO0 millL
wn vegmlabory creduts,

The EPA said the vehicles
remain safe and legal o drive.
Volkswages maght have Lo re-
eall the cars and fis the, offi-
cials said, though that conld
take ugp o 3 vear

The agoney is working with
b Justive Department and an
EesTIEAton ¥ ComTImm;

icials alleged that Violks-
e usad software that scri-
watas full emissmons contrals
wanly during testing but then
rodiees  thalr  afectlviens s
during normal driving. The re-
At §5 That ears cam il nicro-
gon ckdes ar up 1o 40 nmes
the allowable stamdard, the
agensy said, Dhesel-powered
cars are a part of civerall
U5 car and light-track sales.

“lUsing a defeat dovice in
cdrs Lo evade deat-air stan-
dards is Wezal and a throas (o
pubdec health,” said Cynthia
ik, assicnant ademinestrator
for the agency’s enforcoment
o She later adideck “These
wiolations are wory sorious. We
expected better from YW

Experte say that the soft-
wars crablos cars to got botter
Fured eoonomy b e expense of
h|['|IC| nitrogen-oxide cmis
sioes, which was likely one

reason VW was using them,
according to Margo Oge, who
recenly retlred as director of
the ERAE Offeco of Transparta-
i and Alr Quslity aer more
than 31 years at the agency.

Valkewapen's apparent mo-
tivations for foslmg the omis
stans lesls woere umclear. An
EPA spakeswomam has said in
wemk be “premasurs fo spec-
late om why VW did this.”

A& Valkswagnn spokesian in
Wolfsburg va Sunday s,
“We are mow in the imvestiga-
tice phase aee have no com-
et Bevond what is in the
statement that wo puldlished

(R

Callformia is separately in-
westigating the auto maker,

Thee piwce weell ko defeil-
dovice caso dates hack o the
late 154515 The EPA and seven
diesel-engine  mAmIFactirars,
including Catorpdlar Inc,
TRt Diesed 2ol Crummins [0,
anneumced m 18 & collocimg
£1 billion. st temett b resae
Clean Air Act vielations similar
b T the ERA allisgod ot Fri-

day, Those companies faced
534 millicn af penaltios under
Che Dar, AT TR CLbe Thee Fpest
LLE. oowairommonal snforeomant:
acticn in bistary.

The Imemational Counsl
on Clean Tramsportation, a
nonprefil researdn organiza-
tion that works with govern
msnts o out air poellntin frem
michile sources, and West ¥ir
simia University rescarchers
uncovered  Volkswagen's al-
leged msa of defear deviess m
research and testing over the
last goaplo of wears.

. Winserbim woesd 1o do
“eyervthig Nesessary™ 10 e
wain pubdic rss in the com-
[y,
“Wie do mot amd will not tol
erale violalion of any kind of
our intermal rukes or af the
lave” he said in the statement.
“This mster ks [rst prioriny
for ma"

The Wall Street Journal
(US Edition)

Lead journalist: William Boston

21 September 2015

Volkswagen  AG's  crisis
over allegedly cheating on US.
emissions tests deepened, with
the German suto maker halt
ing American sales of papular
B Wiiliam Bostan,

Amy Harder

il Mike Spector

diesel-povered cars and lssu-
N, & sweeping apology for vi
alating customers trust.

It also launched an extarnal
nves gation.

The company eoald face hil-
‘Gons of dollars in fnes and
the orisis  could further
wezken Yolkswagen Chief Ex-

stive Martin Winterkorn's
position. He narrowiy survived
efforts by a major sharehalder
w0 oust him earlier this year
1 =5 passed over for the
chairman's job, the company’s
top post, this month.

“I parsonally am deeply
sorry that we have broken the
of o customers cnd the
public.* Mr. Winerkorn said
a stztement issued by the
eompany on Surday, 3dding
that VW is coopersting, with
authorities and hes commis
stoned an exvernal proba,

The LS, is crucial in Valks-
wagen's efforts to become the
world's leading auto maker by
sales. The German company
has balt its eampaign o grow
in the TLS, mariket on 2 prom-
ise that its clean-diesel en-
gines deliver botter perfor-
e and low emissions, I is
neck-and-neck with reigning
sales leader Toyora Motor
Carp. abd avirtaak the Tapa-
nese cEl er during the
st half of this year, But the
emissions rest probes could
stall 115 progress.

Evers prior to the emissions

Continued from pape B
Essug, the auto maker's name-
sake Volkswagen brand has
been battling declining sales
in the LS marker. And Allﬂl
AG, its lukury e mak

finding It hard to eatch

VW Halts
U.S. Sa
Of Certain

. )
Diesel Cars

the U5, with rivals BMW AG

and Daimler A, which makes

Mercades-Benz vehicles.

Om Friday, the U.S. Envi-
eonmental Protaction Agency
and the California Air He
sources Board alleged thar
Volkswagen used software,
dubbed a “defeat device."
the cars to make diesal-pow
ered engines appedr to have
Lower levels of emissions
than they actually did.

About 482,000 Volkswagen
diesel-powered cars ware af
fected

The EPA pruhe wuld foree
Volkswagen and
ta reeall thow e
that contain l||t‘ SOHmpALYS
sl engites. The

15 eommanly found in Volks-
wagen's Passat, Jetta, Golf,

Boatle and in Audi’s A3 lukury
coenpact maodel.

A Valkswagen spokesman
it Sitneday sid e auto makr
biaalted the sale of all 2015 and
2006 madels containing the
Four-cylinder 2.0 liter TDT en-
pine. The EPA [avestigation af-
fects ears sold sinoe 2008, The
company hasn't lssped a re-

call, the spokesman said,
Realization that Volkswagen
sy have eheatod to get bottor
ermissions results could under-
ming its U8, recovery and fur-
ther weaken its shares, which
are down 7% from their peak
on March 18, said analysts,
“Thene is to way o p
optimistic spin ot this—this is
really serious,” satd Max War-
burton, an apalyst with Bern-
stein Researeh. “Tha best ease
For VW is probably s
enulti-néllior dollar fine.
Consumer Repovts, &n (nfi-
| nagazine when it comes

o

ta car roviews, last weok sus-
pended "recommended” rat-
Ings on the auto maker’s Jetta
and Passat diese:

allegations. Consumer Reports
said  the  resommends
woild be suspended until it
can retest the vehicles once
they are repaired. The maga-
It would then sssess
ther the cars” fuel evon-
amy worsened.

Larte Cleveland, a 54-year-
old  English teacher from
Lawville, MY, said she bought
a new 2015 VW Passar TDI
wver the Labor Day weekend,
Jart sure what to do bow.
She said it 15 her fourth Volks-
wagen diesel car sinee 2006,

1 feel like I'va been de-
celved," she sald. “Fm a per-
son who ltkes to be environ-
mentally friendly,” she sdded.

Me. Winterkorn on Sunday
vowed to do “everything nec-
essary” to regaln public trust
in the compary.

We do not ard will not tol-
erate violation of any kind of
our internal rules or of the
lawy” he sald. "This marrer has

Volks-
wagen violated twa parts of
the federal Clean Al Act and
could face fines of as much as
$37,600 per car, or more than
31 remained un-
¢ the government
waould seek such an onerous
penalcy.

The EPA ln November 2004
hit Scuth Korean aute makers
Hyundal Motor Co. and Kla
Morors Corp. with a record
$100 millien penalty for aver-
atating fwel-economy clalma
and foreed the eompanles o
cotigh up another $200 mi
repulatory credits.
The EPA bas said g

with the Justice D
and an investigatifly 18 con-
tinging.

Offleials alleged
wagen used softwars
tiwates full emisslons o
anly daring testing bar o

reduces their effectiveness

during normal driving, The
resull 1 Chat cars can emit
nitrogen oxides at up to 40
times the allowable standard,
apenry said Diesal-pow-
are @ small part of
U5, car and light
ruck sales.

Experts say that the soft
‘ware enables cars to get better
fuel economy at the expense of
higher rogen-oxide anus
slonz, which was likely one
resson VW was using them,
according to Marge Oge, whe
recently retived as director of
the EPA's Office of Transporta-
tion and Air Quaslity after
more than 30 yesrs at the
AEENCY.

Velkswagen's apparent mo-
tivations on the emissions
tests were unclear. An EPA
spokeswoman  has said 3t
would be “premature to specu-
Iate on why VW did this.”

A Volkswapen spokesman in
Woelfsburg, Germsay, on Sun
day said, “We are now in the
investigation phase and have
no comment beyond what is in
the sta t that we pub-
lished 1

California is separately in-
vestigating the auto maker.

Tha International Couneil
on Clean Transportation, a
rasearch o -

hat warks with J’.M'L[I'I'
merts b oeut sir pollution
From mobile sources, and Wist
inia University researchers

last cauple of years,
—Christing Re
enntribatad fo this articls

482,000

The approwimate mumber of
Veluowagen dieselpewered
€ars alfected by the ‘defeat
devlea’

VW CEQ Martin Winterkorn
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The Wall Street Journal
(Europe Edition)

Lead journalist: William Boston

21 September 2015

By William Boston,
Amy Horder
amd Mike Spector

VOlkSWRESR AG'S CTIsE per
allegedly  cheating on U5,
emissions wsrs deepeed, with
the Gorman ambo maker hali-
g Arscrican sales of popsalar
digsol-pawered cars, issuing a
s eeping apoligy far vikat
enstomers' trust and launching
an exrernal imvestization.

The campany conld faca bil
T of dlodlzars i Finess aned the
erisis conld further weaken
Volkswagen Chicf Exeoative
Martin Winterkatn's positicn,
He narvawly survived offorts
Ty major sharshodder to oust
him earlier this Year and was
parssme] ower For Lhe chaivman's
July, the company's top post,
this menth,

1 porsoially am desply
soavy that wo have broken the
st of our customers and the
Pt M, Winkerkoem said i
a sttenent wmeaed by the
enmpany on Sunday, adding
that Volkswagon is coaporat
ing with sutherities and has
comimissioned  an axternal

probe.

O Friday, the 1.8, Eriran-
moneal Frotaction Ageney and
the California Air Resourges
Board alleged that Volkswazen
usad software, dubbed a “de-
foat cwvice,” i the cars 1o
make diesel-porwered craines
SppeAT to by lower kevels of
amissiens than they actually
did. Aboart 432,000 Volks-
wagem diozol -powerod cars are
affected.

The EPA probe conld faree
Volkswagen and its Audi AG
e o recall thotisaids of ye-
hicles that comtain the com
Comi e fran Fage e
pary's “cloan dwosal® onginos.

The four-cylinder  20-liter
turbo direct injection, or TOI,
engine Is commenly fannd in
Volkewagen's Paccat, Jolta
GO, Begtle amd in Audis A3
lnury compact neodel.

Following  the EPA  am-
nouRsemEmt, Walkswagon
Fraltesd thee sabes oof 2l 2015 and
26 mexdels comtaining the
folr-cylimdor 20 lter TOI on-
pine, a company spokesman
sae] om Suncly. The EFA inves-
TEAtion  Affects cars Eoing
back to 2008, The spekesman
Sabll The eompany s STl not
issned a recall.

Tha irvostigation comes ot
a eritical time for the auko
maker, which 15 based in
Walfsbarg, Germany. Volks-
waes naegsake brond has
boon hattling deckming =ales m
the L8, market. Aui, its Tus-
ury car maker, is fmding
hard to eatch g in the VS
with ryeals BMWE AG and Daim
Jer AG, which makes Meroedis-
Banz \"’EIIICH"‘.

The LS, is aranal in the
COnpaNy’s effoits o bacome
the weorld's loading aura maker
by sales. Volkswagen bas budll
its campalgn o grow in the
L5 market om a promise that
it chean-diese] enghives dedive
hnhﬂ parformance and low
i

sl
len:atlml ihat Volswagen
may have cheated 1o got these
results could usklermine s
WS, recovery and  Frther
wenken s shares, which are
already down moro tham 30%
since peoking in March, said
analysts.

“There i no Wiy 1o pat an
optimisti spin v this—this is
veally serious,” s Mas War-
burtoin, an analyst with Ders-
stoln Research. “The bost case
for VW is probably sill a
molel-ballion dollar fine”

VW Halts
Sales of
Some Cars

In U.S.

U5 officials said Yalks-
wagen vickated two parts of
tha fedoral Clean Air Act amd
eoulel Face Fines of a= mnch as
FIA00 per car, of move than
218 billion. I remained un-
s wihithed the BOVERITeNT
wowhl seck such an aneroas
pealiy,

T EPA In Nowember 2014
kit Scuth Korzan auto makers
Hyundai Motor Co. ake] Kia
Wintors Corp. with a recard
E00 milliva penalty for over-
Statimg fuel-ecomaimy claims
and forced the companics o
caritfgh gy dthet SO0 millL
wn vegmlabory creduts,

The EPA said the vehicles
remain safe and legal o drive.
Volkswages maght have Lo re-
eall the cars and fis the, offi-
cials said, though that conld
take ugp o 3 vear

The agoney is working with
b Justive Department and an
EesTiEation ¥ COMIng,

icials alleged that Violks-
e usad software that scri-
watas full emissmons contrals
wanly during testing but then
rodiees  thalr  afectlviens s
during normal driving. The re-
At §5 That ears cam il nicro-
gon ckdes ar up 1o 40 nmes
the allowable stamdard, the
agensy said, Dhesel-powered
cars are a part of civerall
U5 car and light-track sales.

“lUsing a defeat dovice in
cdrs Lo evade deat-air stan-
dards is Wezal and a throas (o
pubdec health,” said Cynthia
ik, assicnant ademinestrator
for the agency’s enforcoment
o She later adideck “These
wiolations are wory sorious. We
expected better from YW

Experte say that the soft-
wars crablos cars to got botter
Fured eoonomy b e expense of
h|['|IC| nitrogen-oxide cmis
sioes, which was likely one

reason VW was using them,
according to Margo Oge, who
recenly retlred as director of
the ERAE Offeco of Transparta-
i and Alr Quslity aer more
than 31 years at the agency.

Valkewapen's apparent mo-
tivations for foslmg the omis
stans lesls woere umclear. An
EPA spakeswomam has said in
wemk be “premasurs fo spec-
late om why VW did this.”

A& Valkswagnn spokesian in
Wolfsburg va Sunday s,
“We are mow in the imvestiga-
tice phase aee have no com-
et Bevond what is in the
statement that wo puldlished

(R

Callformia is separately in-
westigating the auto maker,

Thee piwce weell ko defeil-
dovice caso dates hack o the
late 154515 The EPA and seven
diesel-engine  mAmIFactirars,
including Catorpdlar Inc,
TRt Diesed 2ol Crummins [0,
anneumced m 18 & collocimg
£1 billion. st temett b resae
Clean Air Act vielations similar
b T the ERA allisgod ot Fri-

day, Those companies faced
534 millicn af penaltios under
Che Dar, AT TR CLbe Thee Fpest
LLE. oowairommonal snforeomant:
acticn in bistary.

The Imemational Counsl
on Clean Tramsportation, a
nonprefil researdn organiza-
tion that works with govern
msnts o out air poellntin frem
michile sources, and West ¥ir
simia University rescarchers
uncovered  Volkswagen's al-
leged msa of defear deviess m
research and testing over the
last goaplo of wears.

. Winserbim woesd 1o do

“eyervthig Nesessary™ 10 e
wain pubdic rss in the com-
[y,

“Wie do mot amd will not tol
erale violalion of any kind of
our intermal rukes or af the
lave” he said in the statement.
“This mster ks [rst prioriny
for ma"

The Wall Street Journal
(US Edition)

Lead journalist: William Boston

21 September 2015

Volkswagen  AG's  crisis
over al gedly cheating on LS.
s tests deepened, with
ronan suto maker halt
ing American sales of papular
B Wiiliam Bostan,

Amy Harder

il Mike Spector

diesel-povered cars and lssu-
N, & sweeping apology for vi
alating customers trust.

It also launched an extarnal
nves gation.

The company eoald face hil-
wm- of dollars in fines and
erisis  could  firther
wezken Volkswagen Chiaf Ex.
eeutive Martin Winterkorn's
position. He narrowiy survived
efforts by a major sharehalder
w0 oust him earlier this year
passed wor far the
chairman's job, th pany's
top post, this mo

“I parsonally am deeply
sorry that we have broken the

of o customers cnd the
public * Mz Winserlorn said in
a stztement issued by the
eompany on Surday, 3dding
that VW is coopersting, with
authorities and hes commis
stoned an exvernal proba,

The LS, is crucial in Valks-
wagen's efforts to become the
world's leading auto maker by

-1

VW Halts
U.S. Sales
Of Certain
Diesel Cars

the U5, with rivals BMW AG
and Daimler A, which makes
Mercades-Benz vehicles.

Om Friday, the U.S. Envi-
eonmental Protaction Agency
and the Califor
sources Board alleged thar
Volkswagen used software,
dubbed a “defeat device." in
the cars to make diesal-pow
ered engines appedr to have
Lower levels of emissions
than they actually di

About 482,000 Volkswagen
diesel-powered cars ware af
fected

The EPA pruhe wuld ﬁt ree
Valkswagen and i
o reeall thoo:
that contain l||t‘ cmwal.y’\s
“elean digsel” engines. The
fFatir-cyl er turhae
ellreet feerion, or TDI, engine
L& eommanly found in Valks
wagen's Passat, Jetta, Golf,
Boatle and in Audi’s A3 lukury
coenpact maodel.

A Valkswagen spokesman
it Sitneday sid e auto makr
biaalted the sale of all 2015 and
2006 madels containing the
Four-cylinder 2.0 liter TDT &
pine. The EPA [avestigation af-
fects ears sold sinee 2008, T
company hasn't lssped a re-

call, the spokesman said,
Realization that Velkswasen

allegations. Consume
said  the  resomme:
would be suspended until
can retest the vehicles once
they are repaired. The maga-
It would then sssess
er the ears” fuel exon-
amy worsened.

Larte Cleveland, a 54-year-
old  English teacher from
Lawville, MY, said she bought
a new 2015 VW Passar TDI
wver the Labor Day weekend,
She fa't sure what to do tow,
She said it 15 her fourth Volks-
wagen diesel car sinee 2006,

1 feel like I'va been de-
celved," she sald. “Fm a per-
son who ltkes to be environ-
mentally friendly,” she sdded.

Me. Winterkorn on Sunday
vowed to do “everything nec-
essary” to regaln public trust
in the compary.

We do not ard will not tol-
erate violation of any kind of
our internal rules or of the
law” he sald. "This nmer has

. offiel sabd Volks-

wagen \|o|nted two parts of
the federal Clean Al Act and
could face fines of as much as

¢ the government
waould seek such an onerous

Who looks more confident

effectiveness
mal driving. The
cars can emit
nitrogen oxides at up to 40
times the allowable standard,
the agenry sajd Diesel-pow-
are @ small part of
U5, car and light
ruck sales.

Experts say that the soft
‘ware enables cars to get better
fuel economy ar the expense of
higher OgEn-oxide amis
sons, was likely one
resson VW was using them,
according to Marge Oge, whe
recently retived as director of
the EPA's Office of Transporta-
tion and Air Quaslity after
more than 30 yesrs at the
AEENCY.

Velkswagen's apparent mo-
tivations on the emissions
tests were unclear. An EPA
spokeswoman  has said 3t
would be “premature to specu-
Iate on why VW did this.”

A Volkswapen spokesman in
Wolfsburg, Germsay, on Sun
day said, “We are now in the
investigation phase and have
no comment beyond what is in
ent that wa pub-

Califormia is separately in-
vestigating the auto maker.

The Internationa] Council

Transportation, a

rasenrch organiza-

? vorks with gevern-
cut air pallution
L & sources, and West

iiversity researchers
Tolieas

a

T

But the
issions test probes could
stall 115 progress.

Evers prior to the emissions

Continued from pape B
Essug, the auto maker's name-
sake Volkswagen brand has

in the LS market. And Audi
AG, its lusury ear maker, is
finding It hard to eatch up in

optimistic spin ot this—this is
really serious,” satd Max War-
bt ith Bern-
stein Rosearel, “The bost case
Far VW s probably s
enulti-néllior dollar fine.

Consupner Reports, an influ-
ential magazine when it comes
to ear roviews, last weok sus-
pended "recommended” rat-
Ings on the auto maker’s Jetta
and Passat diesel-englne mod-
els after the EPA losed its

— v .
and foreed the eompanles o
cough up another $200 million
in repulatory credits
said the vehi-
cles remain safe and legal 1o
dive, The & is working
with the Justice D\ partment
and an investigation 18 con-
tinging.
Otflelals alleged that Volks-
wagen used software b
thwates full emisslons o
anly daring testing bar

EPA has

leged use of defeat devices i
Tesoarch and resting over the
last cauple of years,
—Christing Rogers
enntribatad to this articls.

482,000

The approwimate mumber of
Veluowagen dieselpewered
€ars alfected by the ‘defeat
devlea’

VW CEQ Martin Winterkorn
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-1.93

Volkswagen: ‘Dieselgate’

The Wall Street Journal
(Europe Edition)
Lead journalist: William Boston
21 September 2015

By William Boston,
Amy Horder
amd Mike Spector

VOlkSWRESR AG'S CTIsE per
allegedly  cheating on U5,
emissions wsrs deepeed, with
the Gorman ambo maker hali-
g Arscrican sales of popsalar
digsol-pawered cars, issuing a
s eeping apoligy for vickatr
enstomers' trust and launching
an exteral isvestigation

The campany conld faca bil
T of dlodlzars i Finess aned the
erisis conld further weaken
Volkswagen Chicf Exeoative
Martin Winterkatn's positicn,
He narvawly survived offorts
Ty major sharshodder to oust
him earlier this Year and was
parssme] ower For Lhe chaivman's
July, the company's top post,
this menth,

1 porsoially am desply
soavy that wo have broken the
st of our customers and the
Pt M, Winkerkoem said i
a sttenent wmeaed by the
enmpany on Sunday, adding
that Volkswagon is coaporat
ing with sutherities and has
comimissioned  an axternal

probe.

O Friday, the 1.8, Eriran-
moneal Frotaction Ageney and
the California Air Resourges
Board alleged that Volkswazen
usad software, dubbed a “de-
foat cwvice,” i the cars 1o
make diesel-porwered craines
SppeAT to by lower kevels of
amissiens than they actually
did. Aboart 432,000 Volks-
wagem diozol -powerod cars are
affected.

The EPA probe conld faree
Volkswagen and its Audi AG
e o recall thotisaids of ye-
hicles that comtain the com
Comi e fran Fage e
pary's “cloan dwosal® onginos.

The four-cylinder  20-liter
turho direct injoction, or TOI,
engine is commonly fannd in
Volkewagen's Paccat, Jolta
GO, Begtle amd in Audis A3

lnury compact neodel.
Following  the EPA  am-
nouRsemEmt, Walkswagon
Fraltesd thee sabes oof 2l 2015 and
26 mexdels comtaining the
folr-cylimdor 20 lter TOI on-
pine, a company spokesman
sae] om Suncly. The EFA inves-
TEAtion  Affects cars Eoing
back to 2008, The spekesman
Sabll The eompany s STl not

issned a recall.

Tha irvostigation comes ot
a eritical time for the auko
maker, which 15 based in
Walfsbarg, Germany. Volks-
wagen's naeesake brand has
boon hattling deckming =ales m
the L8, market. Aui, its Tus-
ury car maker, is fmding
hard to eatch g in the VS
with ryeals BMWE AG and Daim
Jer AG, which makes Meroedis-
Banz \"’E.PIICH"‘.

The LS, is aranal in the
COnpaNy’s effoits o bacome
the weorld's loading aura maker
by sales. Volksmage Ludlt
its campalgn o grow in the
L5 market om a promise that
it chean-diese] enghives dedive
better porformancs and ks
o

ions.
Realization that Yokswagen
may have cheated 1o got these
results could usklermine s
WS, recovery and  Frther
wenken s shares, which are
already down moro tha
e peuking in Marc]
analysts.

“There i no Wiy 1o pat an
optimisti spin v this—this is
veally serious,” s Mas War-
burtoin, an analyst with Ders-
stoln Research. “The bost case
for VW is probably sill a
molel-ballion dollar fine”

VW Halts
Sales of
Some Cars

In U.S.

LS offivials said Yalks-
wagen vickated two parts of
tha fedoral Clean Air Act amd
eoulel Face Fines of a= mnch as
FIA00 per car, of move than
218 billion. I remained un-
s wihithed the BOVERITeNT
wowhl seck such an aneroas
pealiy,

T EPA In Nowember 2014
kit Scuth Korzan auto makers
Hyundai Motor Co. ake] Kia
Wintors Corp. with a recard
E00 milliva penalty for over-
Statimg fuel-ecomaimy claims
and forced the companics o
caritfgh gy dthet SO0 millL
wn vegmlabory creduts,

The EPA said the vehicles
remain safe and legal o drive.
Volkswages maght have Lo re-
eall the cars and fis the, offi-
cials said, though that conld
take ugp o 3 vear

The agoney is working with
b Justive Department and an
EesTIEAton ¥ ComTImm;

icials alleged that Violks-
e usad software that scri-
watas full emissmons contrals
wanly during testing but then
rodiees  thalr  afectlviens s
during normal driving. The re-
At §5 That ears cam il nicro-
gon ckdes ar up 1o 40 nmes
the allowable stamdard, the
agensy said, Dhesel-powered
cars are a part of civerall
U5 car and light-track sales.

“lUsing a defeat dovice in
cdrs Lo evade deat-air stan-
dards is Wezal and a throas (o
pubdec health,” said Cynthia
ik, assicnant ademinestrator
for the agency’s enforcoment
o She later adideck “These
wiolations are wory sorious. We
expected better from YW

Experte say that the soft-
wars crablos cars to got botter
Fured eoonomy b e expense of
h|['|IC| nitrogen-oxide cmis
sioes, which was likely one

reason VW was using them,
according to Margo Oge, who
recenly retlred as director of
the ERAE Offeco of Transparta-
i and Alr Quslity aer more
than 31 years at the agency.

Valkewapen's apparent mo-
tivations for foslmg the omis
stans lesls woere umclear. An
EPA spakeswomam has said in
wemk be “premasurs fo spec-
late om why VW did this.”

A& Valkswagnn spokesian in
Wolfsburg va Sunday s,
“We are mow in the imvestiga-
tice phase aee have no com-
et Bevond what is in the
statement that wo puldlished

(R

Callformia is separately in-
westigating the auto maker,

Thee piwce weell ko defeil-
dovice caso dates hack o the
late 154515 The EPA and seven
diesel-engine  mAmIFactirars,
including Catorpdlar Inc,
TRt Diesed 2ol Crummins [0,
anneumced m 18 & collocimg
£1 billion. st temett b resae
Clean Air Act vielations similar
b T the ERA allisgod ot Fri-

day, Those companies faced
534 millicn af penaltios under
Che Dar, AT TR CLbe Thee Fpest
LLE. oowairommonal snforeomant:
acticn in bistary.

The Imemational Counsl
on Clean Tramsportation, a
nonprefil researdn organiza-
tion that works with govern
msnts o out air poellntin frem
michile sources, and West ¥ir
simia University rescarchers
uncovered  Volkswagen's al-
leged msa of defear deviess m
research and testing over the
last goaplo of wears.

. Winserbim woesd 1o do
“eyervthig Nesessary™ 10 e
wain pubdic rss in the com-
[y,
“Wie do mot amd will not tol

erate violation of any Kind of

our intermal rukes or af the
lavs* he said in the statement.
“This meatrer ks first prioricy
for ma

The Wall Street Journal
(US Edition)

Lead journalist: William Boston

21 September 2015

Volkswagen  AG's  crisis
over allegedly cheating on US.
emissions tests deepened, with
the German suto maker halt
ing American sales of papular
B Wiiliam Bostan,

Amy Harder

il Mike Spector

diesel-povered cars and lssu-
N, & sweeping apology for vi
alating customers trust.

It also launched an extarnal
nves gation.

The company eoald face hil-
‘Gons of dollars in fnes and
the orisis  could further
wezken Yolkswagen Chief Ex-

stive Martin Winterkorn's
position. He narrowiy survived
efforts by a major sharehalder
w0 oust him earlier this year
1 =5 passed over for the
chairman's job, the company’s
top post, this month.

“I parsonally am deeply
sorry that we have broken the
of o customers cnd the
public.* Mr. Winerkorn said
a stztement issued by the
eompany on Surday, 3dding
that VW is coopersting, with
authorities and hes commis
stoned an exvernal proba,

The LS, is crucial in Valks-
wagen's efforts to become the
world's leading auto maker by
sales. The German company
has balt its eampaign o grow
in the TLS, mariket on 2 prom-
ise that its clean-diesel en-
gines deliver botter perfor-
e and low emissions, I is
neck-and-neck with reigning
sales leader Toyora Motor
Carp. abd avirtaak the Tapa-
nese cEl er during the
st half of this year, But the
emissions rest probes could
stall 115 progress.

Evers prior to the emissions

Continued from pape B
Essug, the auto maker's name-
sake Volkswagen brand has
been battling declining sales
in the LS marker. And Allﬂl
AG, its lukury e mak

finding It hard to eatch

VW Halts
U.S. Sa
Of Certain

. )
Diesel Cars

the U5, with rivals BMW AG

and Daimler A, which makes

Mercades-Benz vehicles.

Om Friday, the U.S. Envi-
eonmental Protaction Agency
and the California Air He
sources Board alleged thar
Volkswagen used software,
dubbed a “defeat device."
the cars to make diesal-pow
ered engines appedr to have
Lower levels of emissions
than they actually did.

About 482,000 Volkswagen
diesel-powered cars ware af
fected

The EPA pruhe wuld foree
Volkswagen and
ta reeall thow e
that contain l||t‘ SOHmpALYS
sl engites. The

15 eommanly found in Volks-
wagen's Passat, Jetta, Golf,

Boatle and in Audi’s A3 lukury
coenpact maodel.

A Valkswagen spokesman
it Sitneday sid e auto makr
biaalted the sale of all 2015 and
2006 madels containing the
Four-cylinder 2.0 liter TDT en-
pine. The EPA [avestigation af-
fects ears sold sinoe 2008, The
company hasn't lssped a re-

call, the spokesman said,
Realization that Volkswagen
sy have eheatod to get bottor
ermissions results could under-
ming its U8, recovery and fur-
ther weaken its shares, which
are down 7% from their peak
on March 18, said analysts,
“Thene is to way o p
optimistic spin ot this—this is
really serious,” satd Max War-
burton, an apalyst with Bern-
stein Researeh. “Tha best ease
For VW is probably s
enulti-néllior dollar fine.
Consumer Repovts, &n (nfi-
| nagazine when it comes

o

ta car roviews, last weok sus-
pended "recommended” rat-
Ings on the auto maker’s Jetta
and Passat diese:

allegations. Consumer Reports
said  the  resommends
would be suspended until

it

can retest the vehicles once
they 2

patred. The maga-
It would then sssess
ther the cars” fuel evon-
amy worsened.

Larte Cleveland, a 54-year-
old  English teacher from
Lawville, MY, said she bought
a new 2015 VW Passar TDI
wver the Labor Day weekend,
Jart sure what to do bow.
She said it 15 her fourth Volks-
wagen diesel car sinee 2006,

1 feel like I'va been de-
celved," she sald. “Fm a per-
son who ltkes to be environ-
mentally friendly,” she sdded.

Me. Winterkorn on Sunday
vowed to do “everything nec-
essary” to regaln public trust
in the compary.

We do not ard will not tol-
erate violation of any kind of
our internal rules or of the
lawy” he sald. "This marrer has

Volks-
wagen violated twa parts of
the federal Clean Al Act and
could face fines of as much as
$37,600 per car, or more than
31 remained un-
¢ the government
waould seek such an onerous
penalcy.

The EPA ln November 2004

hit Scuth Korean aute makers
Hyundal Motor Co. and Kla
Morors Corp. with a record
$100 millien penalty for aver-
atating fwel-economy clalma
and foreed the eompanles o
eotgh up anather $200 milllon
repulatory credits.
The EPA bas sald the vehi-
win safe and legal 1o
The ageney is working
with the Justice Department
and an investigation 18 con-
tinging.

Otflelals alleged that Volks-
wagen used softwars that ae-
thwates full emisslons contrels
anly daring testing bar then

reduces their effectiveness

during normal driving, The
resull 1 Chat cars can emit
nitrogen oxides at up to 40
times the allowable standard,
apenry said Diesal-pow-
are @ small part of
U5, car and light
ruck sales.

Experts say that the soft
‘ware enables cars to get better
fuel economy at the expense of
higher rogen-oxide anus
slonz, which was likely one
resson VW was using them,
according to Marge Oge, whe
recently retived as director of
the EPA's Office of Transporta-
tion and Air Quaslity after
more than 30 yesrs at the
AEENCY.

Velkswagen's apparent mo-
tivations on the emissions
tests were unclear. An EPA
spokeswoman  has said 3t
would be “premature to specu-
Iate on why VW did this.”

A Volkswapen spokesman in
Woelfsburg, Germsay, on Sun
day said, “We are now in the
investigation phase and have
no comment beyond what is in
the sta t that we pub-
lished 1

California is separately in-
vestigating the auto maker.

Tha International Couneil
on Clean Transportation, a
rasearch o -

hat warks with J’.M'L[I'I'
merts b oeut sir pollution
From mobile sources, and Wist
inia University researchers
uneoverad Volkswapen's al-
leged use of defeat devices in
Tesoarch and resting over the
last cauple of years,
—Christing Rogers
enntribatad to this articls.

482,000

The approwimate mumber of
Veluowagen dieselpewered
€ars alfected by the ‘defeat
devlea’

VW CEQ Martin Winterkorn

Overall tone:
-2.15



In this paper, we show that...

...in a large news data covering automotive industry in the U.S,,
Germany, and Japan:

1. National newspapers systematically report more favorably about
home companies than about foreign companies.

2. The evidence is most consistent with the notion of media catering to
home readers.

3. Differences in the tone of news across countries predict equity
returns and temporary price deviations of cross-listed stocks.



The role of media in finance

* Alarge body of work studies biases in news reporting and the effects of such
biases on financial markets (Anderson, Waldfogel, Stromberg, 2015; Tetlock, 2015):

* Focus on domestic media; cross-country evidence mostly anecdotal
(Gentzkow and Shapiro, 2006; Bie and Billings, 2005)

* National newspapers as a yardstick to measure biases in:
* Financial media (Reuter and Zitzewitch, 2006)
e Local media (Gurun and Butler, 2012)

* In our paper:
* We show that national newspapers are also biased and that such biases become
apparent in cross-country comparisons.

* Cleaner setup to test the relation between media reporting and equity prices:

* Media markets across countries segmented
(language barriers and geographic distances)

e Stocks cross-listed



Why automotive industry?

1. Special (iconic) status of car industry:
* Important for national economies
e Car brands as symbols of national identity and pride

2. Car companies compete at the international level:
* Substantial media coverage across countries

3. Car companies are cross-listed:
* Important for tests of media effects on stock prices



Main data: Prime Research

* Aleading company in the field of media analysis for the automotive industry:
* Data coded by trained native speakers in eight research centers around the globe.
* Data coded up to the level of a segment of an article (title/paragraph/self-
contained message):
* News tone: Discrete scale from -4 to +4

e Other variables:
* Eight general topics of news (e.g., financial performance, market structure, ecology)
* Time dimension of news (past/present/future event)
* Reference to experts, financial institutions, public entities
* Visibility (reach)
* Etc.



Main data: Three by three...

e “Big Three” from each of the three major car-producing countries:

* U.S.: Ford, General Motors, Chrysler*

« Germany: BMW, Daimler AG, Volkswagen | 35 car brands / around 70% of global car
: production

e Japan: Toyota, Honda, Nissan

*Chrysler included until 2014 when it was acquired by Fiat (Italian car producer)

e January 2007 — December 2016

e 773,303 observations (segments) for which tone is assigned:
* 188,118 articles
» 186 national newspapers (86 American, 85 German, and 15Japanese)



Home-country media slant: Preliminary
evidence

American companies German companies Japanese companies

GM Ford Chrysler VW Daimler BMW Toyota Nissan Honda

Panel A: Home media news tone
Mean 0.23 0.67 0.28 0.62 0.86 1.15 0.49 0.61 0.53
No. of obs. (107,000) (60,819) (42,948) (192,115) (74,318) (40,660) (21,585) (7,557) (7,071)

Panel B: Foreign media news tone
Mean -0.18 0.13 -0.60 -0.32 0.73 0.91 0.16 0.54 0.22
No. of obs. (67,668) (14,180) (10,242) (35,866) (9,130) (7,283) (50,424) (10,836) (13,601)

Panel C: Home media news tone - foreign media news tone
0.41 0.54 0.88 0.94 0.13 0.24 0.33 0.07 0.31




Home-country media slant: Regression analysis

* Regress the tone of news of each news segment on a home dummy
and a set of fixed effects and control variables:

+ ANews variables,. +¢

t,i,Cc t,i,c ti,c

News Tone

t,i,c

= a + fHome dummy,; . +JFE

1, home — country news
Home dummy = _
0, otherwise.

* Fixed effects: Country effects / country-of-origin effects / company and time
effects / newspaper effects / journalist effects / coder effects

* News specific controls: Visibility / photo/ unknown journalist / editorial board /
references to experts, financial institutions, public entities / number of
newspapers per country

* Errors clustered by company (similar, if clustered by year-month or by
newspaper).



Home-
country
media
slant:
Pooled
panel

[1] [2] [3] [4] [5] [6] [7] [8] [9] [10] [11]
Major newspapers U.S.-G. U.S.-l. G.-l.
Home dummy 0.58 0.59 0.37 0.30 0.28 0.28 0.27 0.24 0.27 0.46 0.09
t-stat. (6.56) (6.91) (8.75) (9.71) (9.17) (9.31) (10.15) (10.85) (16.97) (13.66) (4.45)
Visibility -0.00 -0.00 -0.00 -0.00 -0.00 0.00
t-stat. (-1.38) (-1.27) (-0.56) (-0.79) (-1.39) (0.19)
Photo 0.15 0.16 0.13 0.16 0.14 0.17
t-stat. (7.02) (5.75) (4.92) (6.88) (3.52) (10.51)
Journalist unknown 0.01 0.05 -0.69 0.01 -0.05 0.06
t-stat. (0.41) (2.59) (-1.68) (0.60) (-2.82) (3.02)
Editorial board -0.11 -0.72 -1.38 -0.09 -0.24 0.11
t-stat. (-1.01) (-4.13) (-3.72) (-0.72) (-1.43) (0.68)
Expert -0.20 -0.24 -0.26 -0.26 -0.09 -0.41
t-stat. (-2.62) (-6.42) (-10.59) (-3.36) (-1.54) (-2.50)
Financial Inst. -0.29 -0.27 -0.26 -0.31 -0.28 -0.32
t-stat. (-7.22) (-2.83) (-2.95) (-7.38) (-4.29) (-9.33)
Public entity -0.24 -0.19 -0.14 -0.21 -0.17 -0.48
t-stat. (-2.46) (-1.78) (-1.39) (-2.34) (-2.14) (-11.43)
Number of newspapers 0.01 0.00 0.00 0.01 -0.01 0.00
t-stat. (1.79) (0.50) (0.59) (5.00) (-2.42) (0.79)
Fixed effects
Country - Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Country-of-origin - Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Company X Year-month - - Yes Yes Yes Yes Yes Yes Yes Yes Yes
Coder - - - Yes Yes Yes Yes Yes Yes Yes Yes
Newspaper - - - - Yes Yes Yes Yes Yes Yes Yes
Journalist - - - - - - - Yes - - -
N 773,303 773,303 773,303 773,303 773,303 773,303 118,847 118,847 642,657 311,478 373,241
R? 0.02 0.07 0.23 0.25 0.26 0.26 0.25 0.29 0.26 0.22 0.32
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Home dummy 0.58 0.59 0.37 0.30 0.28 0.28 0.27 0.24 0.27 0.46 0.09
t-stat. (6.56) (6.91) (8.75) (9.71) (9.17) (9.31) (10.15) (10.85) (16.97) (13.66) (4.45)
Visibility -0.00 -0.00 -0.00 -0.00 -0.00 0.00
t-stat. (-1.38) (-1.27) (-0.56) (-0.79) (-1.39) (0.19)
Photo 0.15 0.16 0.13 0.16 0.14 0.17
t-stat. (7.02) (5.75) (4.92) (6.88) (3.52) (10.51)
Journalist unknown 0.01 0.05 -0.69 0.01 -0.05 0.06
t-stat. (0.41) (2.59) (-1.68) (0.60) (-2.82) (3.02)
Editorial board -0.11 -0.72 -1.38 -0.09 -0.24 0.11
t-stat. (-1.01) (-4.13) (-3.72) (-0.72) (-1.43) (0.68)
Expert -0.20 -0.24 -0.26 -0.26 -0.09 -0.41
t-stat. (-2.62) (-6.42) (-10.59) (-3.36) (-1.54) (-2.50)
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t-stat. (-7.22) (-2.83) (-2.95) (-7.38) (-4.29) (-9.33)
Public entity -0.24 -0.19 -0.14 -0.21 -0.17 -0.48
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t-stat. (6.56) (6.91) (8.75) (9.71) (9.17) (9.31) (10.15) (10.85) (16.97) (13.66) (4.45)
Visibility -0.00 -0.00 -0.00 -0.00 -0.00 0.00
t-stat. (-1.38) (-1.27) (-0.56) (-0.79) (-1.39) (0.19)
Photo 0.15 0.16 0.13 0.16 0.14 0.17
t-stat. (7.02) (5.75) (4.92) (6.88) (3.52) (10.51)
Journalist unknown 0.01 0.05 -0.69 0.01 -0.05 0.06
t-stat. (0.41) (2.59) (-1.68) (0.60) (-2.82) (3.02)
Editorial board -0.11 -0.72 -1.38 -0.09 -0.24 0.11
t-stat. (-1.01) (-4.13) (-3.72) (-0.72) (-1.43) (0.68)
Expert -0.20 -0.24 -0.26 -0.26 -0.09 -0.41
t-stat. (-2.62) (-6.42) (-10.59) (-3.36) (-1.54) (-2.50)
Financial Inst. -0.29 -0.27 -0.26 -0.31 -0.28 -0.32
t-stat. (-7.22) (-2.83) (-2.95) (-7.38) (-4.29) (-9.33)
Public entity -0.24 -0.19 -0.14 -0.21 -0.17 -0.48
t-stat. (-2.46) (-1.78) (-1.39) (-2.34) (-2.14) (-11.43)
Number of newspapers 0.01 0.00 0.00 0.01 -0.01 0.00
t-stat. (1.79) (0.50) (0.59) (5.00) (-2.42) (0.79)
Fixed effects
Country - Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Country-of-origin - Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Company X Year-month - - Yes Yes Yes Yes Yes Yes Yes Yes Yes
Coder - - - Yes Yes Yes Yes Yes Yes Yes Yes
Newspaper - - - - Yes Yes Yes Yes Yes Yes Yes
Journalist - - - - - - - Yes - - -
N 773,303 773,303 773,303 773,303 773,303 773,303 118,847 118,847 642,657 311,478 373,241
R? 0.02 0.07 0.23 0.25 0.26 0.26 0.25 0.29 0.26 0.22 0.32




Media slant: Similar news

* Subsamples of similar news reported in all three countries within the same week:

e Results driven by more positive article spin in home countries rather than selective
media coverage

Same year-week and brand Yes

Same year-week, brand and topic Yes

Same year-week, brand, topic, and time Yes

Home dummy 0.29 0.31 0.29
t-stat. (7.85) (7.77) (6.82)

Fixed effects Yes Yes Yes

News variables Yes Yes Yes

N 465,056 272,221 196,022

R2 0.27 0.30 0.32




Media slant: News verifiability

* General topic of news:

* Low (easy to verify): Company structure, market position
* Medium: Corporate strategy, product strategy, financial

performance and management

 High (difficult to verify): CSR/ecology, employee relations

* Time reference of news:

* Past/Present/Future

Low Medium High
Past 0.05 0.22 0.26
Present 0.09 0.30 0.32
Future 0.17 0.28 0.63

t-stat.=5.12

t-stat.=1.74



Media slant:
Car scandals &
announcements
of car recalls

VW scandal:
* Sept 18, 2015 - Dec 31, 2015

Toyota crisis:
* Aug 28, 2009 - Jan 31, 2010

Recalls (U.S.):
* Report dates (by brand)

Market valuations

[1]

[2]

[3]

[4]

[5] [6]

Recalls
>5,000 >50,000 >500,000
N =551 N =277 N =64
Home dummy 0.28 0.25 0.28 0.28 0.28 0.28
t-stat. (9.31) (6.60) (9.49) (9.00) (9.05) (9.21)
VW scandal -2.88
t-stat. (-26.22)
Home dummy X VW scandal 0.58
t-stat. (6.27)
Toyota crisis -1.21
t-stat. (-26.02)
Home dummy X Toyota crisis 0.46
t-stat. (5.53)
Recall -0.34 -0.51 -0.65
t-stat. -(4.87) (-5.07) (-5.10)
Home dummy X Recall 0.29 0.47 0.88
t-stat. (3.29) (3.10) (3.06)
Other controls Yes Yes Yes Yes Yes Yes
Fixed effects Yes Yes Yes Yes Yes Yes
N 773,303 773,303 773,303 773,303 773,303 773,303
R? 0.26 0.26 0.26 0.26 0.26 0.26




The Wall Street
Journal: U.S. versus
European edition

e Same ultimate owner

* Many articles written by the same
journalist and published on the same
day

* Both editions coded by the same
coders

[1]

[2]

[3]

[4]

Home dummy

t-stat.
Visibility

t-stat.
Photo

t-stat.
Expert

t-stat.
Financial Inst.

t-stat.
Public entity

t-stat.

Fixed effects
Country
Country-of-origin
Company X Year-week
Coder
Journalist
Coder % Journalist

R2

0.19
(2.30)

43,126
0.00

0.16
(4.79)

Yes
Yes
Yes
Yes
Yes

43,126
0.37

0.16
(4.75)
0.00
(0.06)
0.04
(1.93)
-0.29
(-3.52)
-0.17
(-1.86)
0.12
(-1.24)

Yes
Yes
Yes
Yes
Yes

43,126
0.37

0.13
(3.21)
0.00
(1.34)
0.01
(0.21)
0.21
(-4.76)
-0.12
(-1.04)
-0.16
(-2.16)

Yes
Yes
Yes

Yes

25,834
0.45




What drives home-country media slant?

Supply «------- > Advertising «-—-—-—--- > Demand

Preferences of Quid pro quo Catering to readers’
journalists, editors, preferences/priors

media owners

Baron (2006) Ellman and Germano (2009) Mullainathan and Shleifer (2005)
Besley and Prat (2006) Dyck and Zingales (2003) Gentzkow and Shapiro (2006)

The relative importance of supply and demand factors primarily depends on
(Gentzkow and Shapiro, 2008):

*The competitiveness of the media space
*Heterogeneity of readers views/preferences for news



What drives home-country media slant?

Our setting: News about car companies in
national newspapers:

» Special / iconic status of car industry in the

_ Catering to readers priors
analyzed countries g P /

views as a likely explanation

* |neach country, many newspapers compete for for home—country media slant

readers at the national level.

Supporting empirical evidence:
* The Wall Street Journal case

e Results robust to controlling for journalist and
newspaper fixed effects (major newspapers)

e Results robust to controlling for lagged sales

e Country-pair variation appears aligned with
proxies for national pride and political relations



Home-country media slant and equity prices

* Home-country media slant may (Tetlock, 2015):
* Reflect cross-country differences in investor beliefs
* Reinforce cross-country differences in investor beliefs

e Rational investors may (try to) undo the effect of media slant. At least two limiting
factors:

* National newspapers create common knowledge: As other may trade on the news, it may
be risky to trade against the crowd (De Long et al., 1990).

* Media markets across countries segmented (language barriers): Difficult to disentangle
media slant from the news about the underlying event being reported
* Two tests:
* Domestic stock returns
* Cross-listed stocks



Media slant and domestic stock returns

e Our companies held predominantly by home investors (Bloomberg).

* Hypothesis: If news tone captures investor beliefs, abnormally high
home media tone may be associated with temporary stock price

overvaluations and low future returns.
 Monthly frequency (Gurun and Butler, 2012):

* Home news tone: Visibility-weighted news tone in home newspapers
* Foreign news tone: Visibility-weighted news tone in foreign newspapers

* Trading strategy: ‘Betting against the home media’:

* Short; if home news tone is higher than foreign news tone, and the

difference between the news tones is higher than its cross-sectional
median.

* Long; otherwise.



Betting against the home media

[1] [2] [3] [4] [5] [6] [7] [8]

All companies Long/Short portfolio

Value-weighting Equal-weighting Value-weighting Equal-weighting

Sharpe Ratio 0.08 0.28 0.84 0.54
Intercept -0.24 0.02 0.09 0.29 2.39 2.24 1.46 1.48
(-0.57) (0.03) (0.21) (0.60) (3.42) (2.93) (2.37) (2.18)
Mkt — Rf 0.91 0.79 1.22 1.06 -0.77 -0.65 -0.67 -0.60
(10.29) (6.70) (13.48) (8.95) (-5.31) (-3.41) (-5.33) (-3.58)
SMB -0.13 0.03 -0.47 -0.48
(-0.40) (0.10) (-0.93) (-1.06)
HML 0.30 0.57 0.09 -0.39
(0.90) (1.73) (0.16) (-0.83)
RMW -0.41 0.06 -0.06 -0.38
(-0.84) (0.12) (-0.07) (-0.53)
CMA -0.51 -0.90 0.92 0.49
(-1.27) (-2.23) (1.43) (0.84)
N 120 120 120 120 120 120 120 120
R?2 0.47 0.48 0.61 0.63 0.19 0.23 0.19 0.21

*Monthly rebalancing, N-W t-stats with 6 lags.



Media slant and cross-listed stocks

* Domestic returns: One price per company: difficult to control for all
the possible sources of risk and differences in company characteristics.

* Cross-listed stocks:
* Two prices, two news tones...
* Equity holders across countries entitled to the same cash flows

* Daily frequency / additional tests:
* Confirmatory bias
e Distracted investors



Media slant and cross-listed stocks

 American and German car companies:

* American companies cross-listed in Germany; German companies
traded in the U.S. as ADRs and/or global shares

* Synchronous prices:
* Currency and time matched unadjusted opening/closing prices

* Panel predictive regression (daily frequency):

Home
R

PHome . PForeign
i Li =a+ ,B(Home news tone ; — Foreign news tone, ; ) + AControls, ; + ¢,

Errors clustered by trading day.



Media slant

and

cross-listed

stocks

[1] [2]

3]

[4]

[5] [6] [7]

[8]

News reported at least

in one country

News reported in

home and foreign country

Home news tone 0.26
t-stat. (4.82)

Foreign news tone -0.12
t-stat. (-2.03)

Home news tone — foreign news tone 0.19
t-stat. (4.28)

Rel. stock price diff. (t—1)
t-stat.

Rel. stock price diff. (t—2: t-6)

t-stat.

Log(Visibility home news)
t-stat.

Log(Visibility foreign news)
t-stat.

RZ

10,058 10,058
0.00 0.00

0.23
(4.21)
-0.09
(-1.57)

0.06
(2.96)
0.16
(3.87)
-0.03
(-1.15)
-0.02
(-1.41)

10,048
0.02

0.16
(3.58)
0.06
(2.97)
0.16
(3.88)
-0.04
(-1.20)
-0.02
(-1.28)

10,048
0.02

0.26 0.24
(3.16) (2.89)
-0.09 -0.09
(-1.39) (-1.45)
0.14
(2.47)
0.02
(0.67)
0.19
(3.29)
-0.05
(-0.74)
-0.05
(-0.93)

5,596 5,596 5,587
0.00 0.00 0.01

0.14
(2.41)
0.02
(0.68)
0.19
(3.29)
-0.06
(-0.92)
-0.06
(-1.08)

5,587
0.01




Confirmatory bias

* People perceive news as more credible when it confirms their prior beliefs
(Rabin, Schrag, 1999; Gentzkow and Shapiro, 2006)

* Media effects should be strongest when:
* Home news tone is positive
* Foreign news tone is negative

e Subsample analysis



Cross-listed stocks: Confirmatory bias

[1]

[2]

3]

[4]

[5]

[6]

[7]

8]

News reported at least

in one country

News reported in
home and foreign country

All H>-1.5 H>-0.5 H>0 All H>-1.5 H>-0.5 H>0

F<1.5 F<0.5 F<O F<1.5 F<0.5 F<O
Home news tone - foreign news tone 0.16 0.26 0.30 0.63 0.14 0.24 0.49 0.63
t-stat. (3.58) (3.87) (3.17) (2.58) (2.41) (2.29) (3.30) (2.58)
Rel. stock price diff. (t-1) 0.06 0.06 0.09 0.07 0.02 -0.02 -0.01 0.07
t-stat. (2.97) (2.13) (2.90) (0.99) (0.68) (-0.49) (-0.14) (0.99)
Rel. stock price diff.(t-2:t-6) 0.16 0.14 0.10 0.04 0.19 0.14 0.05 0.04
t-stat. (3.88) (2.78) (1.94) (0.38) (3.29) (1.87) (0.57) (0.38)
Log(Visibility home news) -0.04 -0.00 -0.03 0.16 -0.06 0.10 0.10 0.16
t-stat. (-1.20) (-0.12) (-0.61) (0.93) (-0.92) (1.01) (0.74) (0.93)
Log(Visibility foreign news) -0.02 -0.03 -0.05 0.06 -0.06 -0.07 -0.02 0.06
t-stat. (-1.28) (-1.53) (-2.08) (0.47) (-1.08) (-0.85) (-0.16) (0.47)
N 10,048 6,854 5,290 1,109 5,587 2,806 1,665 1,109
R2 0.02 0.01 0.01 0.01 0.01 0.01 0.01 0.01




Distracted investors

e Sports as a distraction (Peress and Schmidt, 2018):

 Sports attract tremendous attention / largely exogenous to company
specific news / attention to sports varies across countries

e Sports likely to distract those that are most susceptible to media slant

* Daily Google searches on major sports:
e US: “football”, “baseball”, “basketball”, and “hockey”
 Germany: “fussball”, “fuRball”, and “basketball”
» Aggregate / demean / de-trend per country

» Subsamples with high attention to sports:
* Google searches above 90t"/95t percentile



Cross-listed stocks: Distracted investors

[1]

[2]

3]

[4]

[5]

[6]

News reported at least

in one country

News reported in

home and foreign country

All SSA>p90 SSA > p95 All SSA>p90 SSA > p95

Home news tone - foreign news tone 0.16 0.12 0.07 0.14 0.06 0.01
t-stat. (3.58) (1.10) (0.51) (2.41) (0.48) (0.04)
Rel. stock price diff. (t-1) 0.06 0.08 0.03 0.02 0.07 0.02
t-stat. (2.97) (1.67) (0.53) (0.68) (1.32) (0.27)
Rel. stock price diff.(t-2:t-6) 0.16 0.16 0.16 0.19 0.12 0.14
t-stat. (3.88) (1.72) (1.95) (3.29) (1.22) (1.25)
Log(Visibility home news) -0.04 -0.09 -0.21 -0.06 -0.10 -0.22
t-stat. (-1.20) (-1.28) (-2.14) (-0.92) (-0.68) (-1.18)
Log(Visibility foreign news) -0.02 -0.04 0.01 -0.06 -0.23 -0.26
t-stat. (-1.28) (-1.43) (0.38) (-1.08) (-1.88) (-1.72)
N 10,048 1,946 1,024 5,587 1,035 553
R2 0.02 0.02 0.02 0.01 0.02 0.02




Conclusions & Implications

Systematic evidence for home-country media slant:
* Large-scale hand-coded news data for major car companies across three countries

* Cross-section of domestic newspapers / international editions of The Wall Street
Journal

Evidence is consistent with the notion of media catering to domestic readers.

Home-country media slant reflects/affects investor beliefs.

Further implications:
 Home-country bias (overinvestment in home countries)
* Watchdog role of home media



Thank you!
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