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Deutsche Bank’s earnings
jumped 68%, as robust trad-
ing income outweighed weak-
ness in asset management.
But a hint of weakness in the
bank’s debt-trading business
and a rise in bad-loan provi-
sions stirred concern about
future profits. Pages 4, 32

M The company that man-
ages Britain’s holdings in the
nation’s banks hired David
Cooksey as chairman. The
CEO will step down. Page 2

M BP posted a 53% fall in
quarterly profit but said it
was beating its cost-cutting
targets. Pages 3, 32

M The Dow Jones Industrials
posted their second loss in
12 sessions. European shares
fell; FTSE snapped an 11-ses-
sion winning run. Page 20

M The U.S. dollar’s broad de-
cline is expected to resume as
the world’s economy shows
more signs it is pulling itself
out of recession. Page 19

M EADS said its second-quar-
ter net jumped 76%, but
warned the troubled Airbus
A400M military airlifter pro-
gram may become a severe
financial drag. Page 6

M U.S. Steel reported a loss,
but the company said it sees
signs of firming prices and
increased shipments. Page 32

M The EU plans to adjust rules
for retailers selling goods on-
line in an attempt to make

more goods available. Page 7

M IBM agreed to buy analyt-
ics software developer SPSS
for $1.2 billion, expanding its
software portfolio. Page 7

B Nomura’s Asia chairman
plans to step down, marking
the most high-profile depar-
ture from the former Lehman
Brothers operation. Page 4

M Lithuania’s GDP slid 22%
in the second quarter, adding
to concerns about the coun-
try’s finances. Page 11

B Moldovan voters choose
Wednesday between a Com-
munist president with aid
pledges from Russia and
China, and the prospect of
the EU’s embrace. Page 9

M At least 11 people died af-
ter an overloaded sailboat
carrying an estimated 200
Haitian migrants capsized off
the Turks and Caicos Islands.

M England won the bidding
to host the Rugby World
Cup in 2015, and Japan will
run the tournament in 2019.
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Car crash

Europe tries to protect
its auto industry from

the inevitable. Page 15
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Rising home prices in U.S., England and Wales signal a bottoming market

By KELLY EVANS

Home prices in major U.S.
cities rose in May for the first
time in almost three years,
the latest data to indicate a
bottom could be forming in
the housing market—and the
broader economy.

Yet rising unemployment
and wary consumers make it
unlikely the stabilization will
blossom into a full-blown re-
covery anytime soon. Indeed,
suchworries weighed onmar-
kets, as the Dow Jones Indus-
trial Average bucked a three-

day winning streak to close
down 0.1% Tuesday.

Meanwhile, home prices
in England and Wales rose
0.1% in June from May, the
Land Registry said Tuesday,
reinforcing a growing belief
that property values are be-
ginning to stabilize after
dropping sharply in the past
year.

The Case-Shiller index of
U.S.home prices in 20 metro-
politan areas, produced by
Standard & Poor’s, rose 0.5%
in May from the month be-
fore, the first increase after

34 straight months of de-
cline. Price gains were stron-
gest in Cleveland, up 4.1%
from April; Dallas, up 1.9%;
and Boston, up 1.6%. Com-
pared with a year ago, how-
ever, prices on average were
down about 17%.

Robert Shiller, the Yale
University economist who
helped create the Case-
Shiller indexes, said he was
surprised by the month-on-
month gains in May.

The “change in momen-
tum here is very significant,”
he said. Last month, Mr.

Shiller was forecasting sus-
tained home-price declines
well into the next few years.
That forecast now looked
less plausible, he said.

Still, while the housing
market may have bottomed,
he said, he doesn’t think
prices will rise at a fast pace.
He expects home prices tore-
main near current levels for
the next five years.

U.S. home prices have
fallen by about a third since
their peak in the second quar-
ter of 2006, according to S&P,

Please turn to page 31

Ukraine’s Orthodox clergy commemorate Christian anniversary
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MORE THAN A MILLENNIUM: Members of the country’s church mark the 1,021st anniversary of the region’s adoption of the faith. The Kiev
march coincided with a visit to the nation by the head of the Russian Orthodox Church, which opposes an independent Ukrainian church.

(zates, in Iraq, acclaims U.S. pullout

By YOCHI J. DREAZEN

BAGHDAD—Defense Sec-
retary Robert Gates said
Tuesday that the American
military withdrawal from
Iraq’s cities went fairly
smoothly, clearing the way
for Baghdad to reshapeits re-
lationship with the U.S. and
begin assuming primary se-
curity responsibility for the
entire country.

Mr. Gates’s unannounced
trip to Iraq came at a pivotal
moment for both Washing-
ton and Baghdad, which are
working to take advantage of
a continuing decline in vio-
lence in Iraq to focus new at-
tention on trade, weapons
sales and other nonmilitary
aspects of the countries’
complex relationship.

It was Mr. Gates’s first
visit here since U.S. forces
left Iraqg’s cities in late June,
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U.S. Defense Secretary Robert Gates, center, talked Tuesday with U.S.
troops at Contingency Operating Base Adder in Tallil, southern Iraq.

a milestone both countries
describe as the first step to-
ward a complete American
military withdrawal by the

end of 2011. Mr. Gates, who is
slated to visit Iraq’s autono-
mous Kurdish region on
Wednesday, said the U.S. was

prepared to help resolve a
growing political dispute be-
tween Iraq’s Arabs and
Kurds over land and oil.

In the first days after the
June 30 pullout from Iraqg’s
urban areas, several U.S.
commanders complained
that the Iraqis were impos-
ing too many restrictions on
U.S. forces, barring them
from certain roads and de-
manding sensitive informa-
tion about future U.S.
ground convoys.

Pushing tensions higher,
an Iraqi officer tried to de-
tain some U.S. soldiers ear-
lier this month after they
killed three Iraqi civilians
while chasing militants near
the restive city of Abu Gh-
raib. Iraqgi Prime Minister
Nouri al-Maliki, on a visit to
Washington last week, said
the Iraqi officer had been

Please turn to page 31
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China
is facing
EU tarifts

on steel

By JOoHN W. MILLER

BRUSSELS — European
Union trade officials ap-
proved pre-emptive penal-
ties on imports of steel pipe
from China, a precedent-set-
ting move that suggests the
trading bloc is growing
more protectionist in the
face of the economic down-
turn.

Tuesday’s vote by trade
officials from the EU’s 27
member states is signifi-
cant, say trade experts, be-
cause they accepted an argu-
ment from steel producers—
including the world’s largest
by volume, ArcelorMittal—
that punitive tariffs are
needed to protect them from
the threat of underpriced im-
ports from China. Previ-
ously, complainants have
had to prove the imports had
already hurt their business.

The case also concerns
one of the steel sectors’
most important finished
products. Seamless steel
pipes are key ingredients in
housing construction, gas
and oil plants and the auto-
motive industry. The vote
was close, according to EU of-
ficials familiar with the mat-
ter, although they declined
to reveal the final tally.

The duties, which will
range from 17.7% to 39.2%,
are expected to take effect in
October and last five years,
EU officials said. Temporary
duties of up to 24.2% have

Please turn to page 31

Inside

C —
‘German provision’

Some foreign car makers get
a break on U.S. emissions curbs
Marketplace, page 30

Markets

4 p.m. ET

PCT

CLOSE CHG

DJIA 9096.72 -0.13
Nasdaq 197551  +0.39
DJ Stoxx 600  218.54 -0.93
FTSE 100 4528.84 -1.25
DAX 5174.74 -1.46
CAC 40 3330.97 -1.23
Euro $1.4178 -0.31
Nymex crude  $67.23  -1.68
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UKFTI gets new chairman

Businessman to lead
company that holds
stakes in U.K. banks

BY LAURENCE NORMAN

LONDON—The company that
manages Britain’s holdings in the
country’s banks hired businessman
David Cooksey to become its chair-
man, and the chief executive said he
would step down.

U.K. Financial Investments Ltd.,
a government-owned holding com-
pany, said Chief Executive John
Kingman will resign “in due course”
once a successor is found. That pro-
cess, to be led by Mr. Cooksey, is ex-
pected to take several months.

A Treasury spokesman said Mr.
Kingman, a former journalist and
spokesman for Prime Minister Gor-
don Brown when the latter was Trea-
sury chief, made it clear at the time
of his appointment that he would
look to move into the private sector
once UKFI was established.

Mr. Kingman wasn’t available to
comment.

John Kingman will
resign ‘in due
course’ as UKFI’s
chief executive.

Mr. Cooksey will take over from
Glen Moreno, who has served as act-
ing chairman of UKFI since January.
He will start Aug. 1. Mr. Moreno
wasn’t available to comment.

The change means a business-
man, not a banker, will lead UKFI.
This comes at a time when UKFI is
charged with making decisions
about how and when to sell the gov-
ernment’s stakes in banks and set-
ting guidelines on pay and bonuses
for executives in partly state-owned
lenders. A person familiar with the

UKFI (left); Bloomberg (right)

David Cooksey, left, will become chairman of U.K. Financial Investments, and John
Kingman, right, will resign as chief executive when a successor is found.

situation said Mr. Kingman’s succes-
sor is likely to be someone with a fi-
nancial background.

The management of the govern-
ment’s holdings in the banking sector
is a politically contentious issue. Mr.
Brown will be keen to show that his
bank-rescue plan was a success ahead
of a general election due by mid-2010.

Mr. Kingman took over as chief
executive of the UKFI when the com-
pany was set up last November, fol-
lowing the government’s injection
of some £43 billion ($70.93 billion)
in capital into several British banks.

The UKFI signaled this month
that it could start selling the stakes
in coming months, but the process
likely will take years.

Mr. Cooksey said in a statement
his main task will be to recover the
billions of pounds taxpayers have in-
jected into banks like Royal Bank of
Scotland Group PLC and Lloyds
Banking Group PLC. He was a pio-
neer of the U.K. venture-capital in-
dustry, founding Advent Venture
Partners, a technology-and-bio-
sciences-focused fund, in 1981 and
leading it until 2006.

Trained as an engineer, Mr. Cook-

sey has served as a director of the
Bank of England and chairman of
the Audit Commission and carried
out several reports for the govern-
ment in recent years. He also has
headed the U.K. and European ven-
ture-capital associations. In 2006,
Mr. Brown, as Treasury chief, picked
Mr. Cooksey to lead a commission
on health-research funding.

Mr. Moreno, chairman of Pear-
son PLC, said in February that he
had been planning to step down
from his role, which he did pro bono.
The announcement followed contro-
versy over his position as a trustee
of a Liechtenstein fund at the center
of a dispute over alleged tax eva-
sion.

The Treasury said Mr. Cooksey
will be paid £100,000 a year, with no
bonus or pension.

The UKFI also said Tuesday that
it has taken on formal responsibility
for the government’s investment in
nationalized lender Bradford & Bin-
gley PLC. It also announced that it is
moving out of the Treasury to sepa-
rate accommodations.

—Alistair MacDonald
contributed to this article.
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U.K. to fund projects
by Rolls-Royce, others

BY LAURENCE NORMAN
AND NicHOLAS WINNING

LONDON — The U.K. fleshed out
aplan to help British industry by fun-
neling government money to what it
considers key projects.

Business Secretary Peter Mandel-
son said Tuesday the government
will invest £151.5 million ($250 mil-
lion) in U.K. manufacturers, includ-
ing Rolls-Royce Group PLC.

The government will provide £45
million funding for Rolls-Royce to
support four new advanced manu-
facturing facilities in the
U.K.—three in aerospace and one in
the civil nuclear industry.

The government will also put
£45 million from the low-carbon ele-
ment of its strategic investment
fund towards research into aircraft
engines that have low carbon emis-
sions—a project also led by Rolls-
Royce.

Lord Mandelson said that manu-
facturing “can and must be key to
our (economic) recovery,” accord-
ing to a text of his remarks.

“This is not a government that be-
lieves in the post-industrial econ-
omy...We are committed to creating
the conditions in which British man-
ufacturing can compete and pros-
per.”

There will also be at least £40 mil-
lion investment in the Samulet Re-
search and Technology program, an
aerospace project focusing on pro-
ductivity and environmental im-
provements.

The program represents a signifi-
cant shift in UK. policy, bringing it
more in line with interventionist
strategies employed by the likes of
France and Germany.

In a report, the government sug-
gested using taxpayer money to sup-
port innovative companies—not
only troubled concerns—and “con-
certed action” to boost sectors such
as pharmaceuticals, aerospace, bio-
technology and “green” industries.

When it outlined the plan in
April, the government said it would
support small, high-growth, high-in-
novation firms—possibly through a
new private-public organization to
channel venture capital.

Other actions under consider-
ationinclude using government buy-
ing power to bolster innovation and
skills. The government also signaled
more support for exporters, possi-

bly through export guarantees.

Since his return to the govern-
ment in October, Lord Mandelson
has spoken several times about bol-
stering the government’s role in in-
dustry as a means of helping the
U.K. recover from its worst down-
turn in decades.

The government also has offered
a broad package of guarantees for
U.K. companies and targeted sup-
port to troubled sectors, such as the
auto industry.

Some funds will go
toward developing
low-carbon aircraft
engines.

One project specifically men-
tioned by Lord Mandelson in the
past is the creation of a new public-
private partnership to channel ven-
ture capital into small, up-and-com-
ing firms.

The new entity would be mod-
eled on the post-World War II Indus-
trial and Commercial Finance Coop-
eration, which provided investment
capital to some 11,000 companies in
its five-decade history.

The ICFC was privatized in 1994,
becoming private-equity firm 3i
Group PLC.

CORRECTIONS &
AMPLIFICATIONS

Jules Urbach is the chief execu-
tive officer of Otoy LLC. A Market-
place article Tuesday incorrectly
spelled his last name Orbach. The
last name of Jen-Hsun Huang, chief
executive officer of Nvidia Corp.,
was incorrectly spelled Hwang. In
addition, the Lucasfilm Ltd. subsid-
iary Industrial Light & Magic was in-
correctly reported as Industrial
Lighting & Magic.

Most of the debt issued by Enter-
prise Products Partners LP is rated
investment-grade by the three ma-
jor credit-ratings agencies. Mon-
day’s Abreast of the Market article
incorrectly said the company’s rat-
ings were below investment-grade.
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BP profit drops 53% on lower oil prices

Company reports
it has exceeded
cost-cutting target

By JAMES HERRON

LONDON—BP PLC Tuesday
posted a 53% fall in net profit for
the second quarter, hit
by lower oil prices and
weak refining margins,
but the company said it
was beating its cost-cut-
ting targets.

Net profit was $4.39
billion for the three
months ended June 30,
down from $9.36 billion
a year earlier, when oil
prices were near record
highs. However, results
rose from the first quar-
ter, when the company reported
net profit of $2.56 billion.

Revenue fell 49% to $56.56 bil-
lion from $110.98 billion, but was
up 18% from $48.09 billion in the
first quarter.

Tony Hayward

Total oil-and-gas production
was four million barrels a day, up
4.6%, thanks primarily to the
startup of the 300,000-barrel-per-
day Thunder Horse field in the
Gulf of Mexico. BP indicated that
full-year capital expenditure
would fall below its previous tar-
get of $20 billion in a sign that
costs are declining.

Thecompanysaidithasalready
exceededits $2billioncost-
cuttingtargetfor2009and
is on track to reduce cash
costs by an additional $1
billion before the end of
theyear.Refining and mar-
keting costs were down
15% and unit oil- and gas-
> production costs fell 12%
on the previous year.

Chief Executive Tony
7 Hayward said this
progress was the result of
the restructuring he be-
gan after taking charge two years
ago. “Despite the current climate,
we are making good progress in
growing our upstream, turning
around our downstream and driv-
ing cost-efficiency across the

Narrowed margins
BP’s net profit/loss, in billions

4
1 2Q 3Q 4Q 1Q 2Q
2008

Source: the company

group,” Mr. Hayward said.

BP will see “plenty more” sav-
ings next year as general industry
costs deflate, the CEO added.

Mr. Hayward gave a cautious
outlook for the near future and
said the right balance for the com-
pany was to maintain dividend
and investment at current levels.
The latest economic data sug-

gested any recovery would likely
be sluggish. “We see little evi-
dence of any growth in demand
and expect the recovery to be long
and drawn out,” he said.

Despite the good progress on
costs, BP’s cash flow still doesn’t
balance, Credit Suisse analyst
James Neale said in a research
note. “In the quarter, $6.7 billion
of operating cash flow was more
than offset by $5.2 billion of capex
and $2.6 billion of dividend pay-
ment. The additional $1 billion of
cost savings is an essential,” he
said. “We are not yet seeing the
differential earnings momentum
from the company’s restructuring
program that might make BP an
outperformer.”

Mr. Hayward said BP’s cash in-
flows and outflows will balance at
the end of the year, even with an
oil price close to today’s level.
The company debt ratio remained
at the bottom end of its
20%-t0-30% target range, giving
it plenty of flexibility to maintain
spending by borrowing.

Lower oil prices also weighed

in first-half net profit at Russian
joint venture TNK-BP Ltd., which
BP owns on a 50:50 basis with a
group of Russian billionaires.

Net profit at TNK-BP fell 57%
to $2.01 billion from $4.69 billion
ayear earlier, as revenue dropped
to $14.49 billion from $28.30 bil-
lion.

‘We see little
evidence of any
growth in demand,’
CEO Tony Hayward
says.

However, second-quarter net
profit rose sharply to $1.26 billion
from $747 million in the first quar-
ter, while revenue climbed to
$8.16 billion from $6.33 billion.
The company didn’t release sec-
ond-quarter results for last year.

—Jacob Gronholt-Pedersen in
Moscow contributed to this article.
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Deutsche Bank profit leaps 68%

Debt-trading weakness and bad-loan provisions worry investors, sending stock down 11%

By WILLIAM LAUNDER
AND MATTHEW KARNITSCHNIG

FRANKFURT—Deutsche Bank
AG reported a 68% jump in second-
quarter earnings, as robust trading
income continued to outweigh
weakness in client-focused areas
such as asset management and re-
tail banking.

Deutsche Bank’s net profit rose
to €1.09 billion ($1.55 billion) from
€649 million a year earlier. The re-
sult was better than many analysts
expected, but a hint of weakness in
the German bank’s debt-trading busi-
ness, coupled with a jump in bad-
loan provisions, stirred investor con-
cern about its future profits. Deut-
sche Bank’s shares tumbled on those
fears to €46.09, down €5.94, or 11%.

Deutsche Bank’s closely watched
debt-sales and trading revenue to-
taled €2.6 billion. Though that was
up about €2 billion from a year ear-
lier, it fell short of analysts’ expecta-
tions and was well off the €3.8 bil-
lion recorded in the first quarter.

Deutsche Bank’s results show
how banks that weathered the past
year still have months to go in work-
ing out souring loans. At the same
time, Deutsche Bank and others
with capital-raising and trading
arms appear to be struggling to find
a comfort zone when it comes to
gambling on the debt markets.

“The disappointing debt sales &
trading revenue figure...suggests to
us that Deutsche has no more earn-
ings upgrade momentum for the re-
mainder of 2009 and, as such, will not
outperform any further,” research
firm FBR wrote in a note to clients.

Deutsche Bank’s bad-loan provi-
sions rose to €1 billion from €135 mil-
lion. Included in the latest provision
were €433 million in charges related
to two unnamed counterparties.
The provision for bad loans in Deut-
sche Bank’s private and business cli-
ents segment increased 51% to €217
millioninlarge part because of dete-
rioration to the bank’s loan book in
Spain’s ailing economy.

Associated Press

A reality check

Deutsche Bank’s net profit/loss, in billions
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Josef Ackermann, CEO of Deutsche Bank, arrives Tuesday
for a hearing of the Hypo Real Estate Parliamentary
investigation committee in Berlin. Deutsche Bank posted a

68% rise in net profit

“The biggest concern now is the
loan book,” wrote Dirk Becker of Ke-
pler Capital Markets. “Considering
that we are all still in the recession,
this could lead to further problems
in the coming quarters.”

Deutsche Bank, which has weath-
ered the financial crisis better than
other big German banks, didn’t pro-
vide an outlook for the full year.
Chief Executive Josef Ackermann
said the bank’s business model posi-
tioned it well to “take full advantage
of opportunities, as and when busi-
ness conditions improve.”

Deutsche Bank’s Tier 1 capital ra-
tio, an indicator of a bank’s health,
increased to 11% from 9.3% a year
earlier. Return on equity, or the
amount of net profit returned as a
percentage of shareholders equity,
increased to 12.8% from 7.6%.

Revenue leapt 46% to €7.94 bil-
lion. Pretax profit more than doubled
to €1.32 billion from €642 million.

Still, the nature of the profit rise
disappointed some analysts. The in-
crease was driven largely by trading,
which benefited in particular from
growth in interest-rate trading,
money markets and debt trading in
emerging markets. Analysts often see
trading profits as less stable, given
the potential turbulence in markets.

The trading increases were off-
set somewhat by €1.4 billion in “spe-
cific charges,” including legal settle-
ments and severance payments.

Markdowns fell significantly to
€108 million from €2.1billion, in part
as Deutsche Bank benefited from an
easing of accounting standards.

Despite the drop in write-downs,
Deutsche Bank remains burdened
by so-called level 3 assets, the value
of which is based largely on manage-
ment assumptions and can’t be de-
termined using market prices or
risk models. Level 3 assets totaled

€64 billion at the end of the quarter,
even after a 20% reduction from the
end of the first quarter.

After accounting for a number of
capital gains, impairments and other
charges, Kepler’s Mr. Becker said he
considered the earnings below expec-
tations. “We believe Deutsche Bank
has now run its course after almost
reaching book value,” he wrote, plac-
ing his buy rating under review.

Although earnings were driven by
investment banking, Mr. Ackermann
reiterated that the bank continued
taking steps to limit risks and shore
up its capital and liquidity. Deutsche
Bank’s balance sheet has been cut
31% since the end of June 2008, as cal-
culated using U.S. generally accepted
accounting principles, it said.

The bank also announced it
would extend Mr. Ackermann’s con-
tract until 2013.

—Carrick Mollenkamp
contributed to this article.

Nomura loses Bhattal, a key ex-Lehman man

By ALisON TUDOR

TOKYO—Nomura  Holdings
Inc.’s Asia chairman plans to step
down at year-end, marking the most
high-profile executive departure
from the former Lehman Brothers
Holdings Inc. operation the Japa-
nese investment bank acquired a
year ago.

The planned exit by Jasjit Bhat-
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tal, who goes by “Jesse,” comes as
Nomura seeks to keep the invest-
ment-banking and financial talent
it gained when it bought Lehman’s
Asian and European arms in Sep-
tember. That acquisition is in-
tended to further its ambitions to
become a global bank.

In an email to staff sent Tuesday
evening and seen by The Wall
Street Journal, Nomura Chief Oper-
ating Officer Takumi Shibata
thanked Mr. Bhattal for his help
bringing Lehman and Nomura to-
gether. “Jesse has a distinguished
track record over the past 20 years
in the investment-banking industry
and in Asia,” he said.

Mr. Bhattal is expected to team
up with Brian O’Connor, another
former Lehman executive who re-
signed as Nomura’s vice chairman
April 30, in an independent venture
focused on Asian financial markets,
said people familiar with the mat-
ter.

Nomura’s ability to retain senior
Lehman staff has been widely re-
garded as a key measure of success
in its effort to integrate Lehman’s
Asian and European arms. It has

pegged Lehman bonuses at bull-
market levels for one and, in some
cases, two years. It has also sought
to promote Lehman personnel to
push the integration. It remains to
be seen whether Nomura will be
able to keep staff when the labor
markets recover and the guaran-
teed bonuses reach their end.
Still, Nomura Wednesday is ex-
pected to report a modest profit for
its fiscal first quarter, ended June
30, after a record loss of 708.2 bil-
lion yen ($7.44 billion) in the fiscal
year ended March 31. Analysts ex-
pect the firm to benefit from arecov-
eryininvestment trust sales, big un-
derwriting deals in Japan and im-
proved trading conditions globally.
Mr. Bhattal, 52 years old, was
the primary point of contact be-
tween Nomura and Lehman during
the takeover talks in September, ac-
cording to people familiar with the
matter. He invited Mr. Shibata to
participate in the bidding for Leh-
man assets. He also played a key
part in negotiating the guaranteed
bonuses for Lehman bankers and in-
sisted Nomura take on all of the
bank’s staff in Asia. He turned down

aretention package for himself, the
people said.

But after the deal was com-
pleted there was no room for him
within the inner sanctum of No-
mura, the executive committee,
which is still composed exclusively
of Japanese men. He is a member of
its global wholesale committee,
where investment banking resides
within the organization, and a se-
nior managing director. Mr. Bhattal
will remain as a senior adviser to
Nomura.

At Lehman, Mr. Bhattal was a
member of the investment bank’s
executive committee. He was a con-
tender to become president before
Lehman filed for bankruptcy protec-
tion, said the people familiar with
the matter.

Under Mr. Bhattal’s leadership
as chief executive, Lehman Broth-
ers Asia’s revenue rose nearly sev-
enfold from $425 million in 2001 to
$2.9 billion in 2007. One colleague
said he nurtured the aggressive, en-
trepreneurial culture of Lehman, re-
peatedly telling bankers “don’t be
scared to fail” in meetings and town
hall speeches.

BBVA net jumps
20% to arecord;
Mexican surprise

BY CHRISTOPHER BJORK

MADRID—Banco Bilbao Vizcaya
Argentaria SA said second-quarter
net profit rose 35%, as the Spanish
bank cut jobs and boosted its lend-
ing income in Spain while contain-
ing the fallout from a sharp eco-
nomic downturn in Mexico.

BBVA, which like some other
Spanish banks is coming out of the fi-
nancial crisis relatively unscathed,
surprised the market with its largest-
ever quarterly profit, allowing the
bank to quickly bolster its capital
base and gain market share.

“We are, of course, feeling the ef-
fect of the downturn, but we’ve got
our risks firmly under control,”
Chief Operating Officer Jose Ignacio
Goirigolzarri said.

Net profit at Spain’s second-larg-
est bank by market capitalization be-
hind Banco Santander SArose to €1.56
billion ($2.22 billion) from €1.16 mil-
lion a year earlier. Revenue climbed
13% to €5.49 billion from €4.85 billion.

Results were buoyed by strong
lending income. Net interest income
grew 27% to€3.59 billion from €2.83
billion.

BBVA shares gained 4.5% in
Madrid.

Spanish banks have been report-
ing higher income from lending even
thoughloan growth has slowed. They
are charging customers more for new
loans and are able to boost margins
because of lower interest rates.
Lower rates generally help banks’
lending margins because their costs
are based on short-term rates, which
reprice lower more quickly than cus-
tomers’ long-term loans might.

Costs fell 2.5% to €2.02 billion.
BBVA said it cut 8,404 jobs over the
past year and closed 513 branches.

Asset quality did suffer, with non-
performing loans rising to 3.2% at
the end of June from 1.3% a year ear-
lier. However, bad loans grew less
than in recent quarters.

The bank improved its capital
base, raising the core capital ratio to
6.9% in June from 6.4% at the end of
March, thanks to the record earnings.

Profit from Mexico offered the big-
gest positive surprise, even as the
economy was roiled by the outbreak
of the HIN1 swine-flu virus. First-half
net profit from Mexico fell just 24% to
€724 million. “Results in Mexico are
incredible considering the evolution
of the economy,” said Keefe, Bruyette
& Woods analyst Antonio Ramirez.

Spain and Portugal contributed
€1.27 billion of profit, down 1.7%
from a year earlier. BBVA’s two other
big divisions—wholesale banking
and South American operations—
posted robust profits of €539 million
and €463 million, respectively.

Still growing
Banco Bilbao Vizcaya Argentaria’s
net interest income, in billions
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Beer makers brew new packaging

MillerCoors hopes
‘Home Draft’ system
helps it stand out

By DAvID KESMODEL

MillerCoors LLC has begun test-
ing the sale of $20 draft-beer sys-
tems for consumers to drink at home,
part of a string of new products and
package innovation from beer giants
grappling for market share in a
crowded, slow-grow-
ing industry.

MillerCoors, the
second-largest U.S.
brewer by revenue,
has begun testing
the 1.5-gallon
“Home Draft” for
its biggest brands—
Miller Lite and
Coors Light—in
about a half-dozen
cities, including Dal-
las, Phoenix and San
Diego. The boxed
product, whichis de-
signed to fit into re-
frigerators for drink-
ers to consume peri-
odically, rather
than for one-time
party use, comes
amid packaging
overhauls by the
U.S. units of Heineken NV and An-
heuser-Busch InBev NV.

Sales of major U.S. beer brands
are struggling as some recession-
weary consumers drink less or
switch to cheaper brews. Many of the
top-selling brands showed declining
sales volume at retailers in the 13
weeks through July 12 compared
with a year earlier, according to mar-
ket tracker Information Resources
Inc. Anheuser’s Bud Light, the No. 1
brand, saw its sales volume slide
5.5%, while Heineken, the No. 9 seller,
fell 15%. (The figures exclude sales at
certain retailers that don’t share
data with such research firms.)

“In this economy, we are seeing
anincrease in packaging innovation”
in consumer-goods industries, said

Recent packaging
innovations for MillerCoors,
Newcastle and Bud Light

Kara Gruver, head of the North Amer-
ica consumer-products practice at
consulting firm Bain & Co. “In many
cases, it canbeless costly [than creat-
ing a new product] and a very effec-
tive form of innovation.”
Chicago-based Miller Coors, a
U.S. joint venture of SABMiller PLC
and Molson Coors Brewing Co., is
testing home-draft packages at a
time when one of its major brands,
Miller Lite, is mired in a prolonged
slump. Despite a new advertising
campaign this year aimed at revitaliz-
ing the brand, Miller Lite’s retail

sales fell 7.5% by volume in the recent
period tracked by Information Re-
sources.

Sister brew Coors Light, on the
other hand, continues to post sales
gains. Analysts attribute its long-run-
ning success in part to innovations in
packaging, such as “cold-activated
bottles,” whose labels turn blue
when the beer inside cools to a cer-
tain temperature.

MillerCoors’s new Home Draft
systems are meant to be placed up-
right in a refrigerator, which will
keep the beer fresh for about 30 days.
The price per ounce is more than 50%
higher than for a case of the same
beer.

The product, which is recyclable,
is aimed at the 30% of beer drinkers

who say they prefer draft beer to the
bottled or canned variety, said Andy
England, chief marketing officer at
MillerCoors. “We’re really trying to
meet that occasion when you just got
back from work and want to reward
yourself,” rather than “the party occa-
sion,” he said.

Home Draft—which carries about
5.7 liters—bears some similarities to
Heineken’s five-liter DraughtKeg,
which the Amsterdam-based brewer
introduced in the U.S. in 2005. But
the DraughtKeg generally is de-
signed to consume all at once, unless

drinkers buy an optional BeerTender
countertop chilling system, which is
sold at retailers for about $200.

The performance of the Draught-
Keg may hint at the challenge Miller-
Coors could face to woo consumers.
The DraughtKeg enjoyed an explo-
sive start in the U.S., but Heineken
pulled back on distribution as sales
cooled and the company learned the
product is most popular around holi-
days, the football season and other
social occasions.

Heineken this month began test-
ing the sale of Newcastle Brown Ale
in the DraughtKeg format—about
$20 at retailers—in Chicago, Minne-
apolis and Southern California. The
company continues to focus on inno-
vationin packaging “in a way that re-

inforces the premium nature of” its
brands, said Christian McMahan,
chief marketing officer at Heineken
USA.

The U.S. unit of Leuven, Belgium-
based Anheuser plans to unveil new
can and box designs for brands such
as Bud Light when the football sea-
son gets under way next month. As
part of the shift, the company says it
intends to better leverage its sponsor-
ship of the vast majority of National
Football League teams by creating
packages showing the colors or logos
of teams such as the Pittsburgh Steel-

ers. Meanwhile, it also
Q;a will roll out pack-
— ages with generic
colors tailored to
college teams in
specific regions—
such as red-col-
ored cans in Ne-
braska, home of
the University of
Nebraska’s Corn-
huskers.

“It’san oppor-
tunity to tap into
the passion peo-
ple have for their
teams,”  said
Dave Peacock,
president of An-
heuser’s U.S.
arm, which is the

biggest American
brewer by sales. The company’s re-
search has shown that the most loyal
consumers of its light beers “associ-
ate with sports in a dramatic way.”

Brewers including Anheuser also
plan some new beers in addition to
new packaging. Anheuser intends to
test Budweiser Select 55—a brew
with just 55 calories—in several mar-
kets later this year, as it tries to com-
pete better with MillerCoors’s MGD
64, a 64-calorie brew that is off to a
strong start. Mass-market brews
such as Bud Light, Miller Genuine
Draft and Budweiser are roughly in
the 100 to 140 calorie range.

Both packaging and product inno-
vation is vital to helping big beer
brands boost sales, said Brian
Sudano, managing director of BMC
Strategic Associates in New York,
who consults beverage makers.
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Acciona’s profit rises sharply on Endesa sale

By JuAN MONTES
AND BERND RADOWITZ

MADRID—Acciona SA of Spain
on Tuesday posted a sharp in-
crease in first-half net profit
thanks to gains from the sale of its
Endesa SA stake, but the economic
downturn ate into its revenue
amid declining electricity demand
and prices.

The energy and infrastructure
company said net profit came to
€1.2 billion ($1.71 billion) in the
first half from €270.3 million a
year earlier.

Revenue dropped 12% to
€2.93 billion from €3.32 billion be-
cause of falling electricity prices
in Spain and a downturn in the con-
struction sector.

Earnings before interest, taxes,
depreciation and amortization, or
Ebitda, fell 18% to €393 million

In February, Acciona agreed to
sellits 25% stake in Endesa to Enel
SpA of Italy for €11.11 billion in
cash and renewable-energy as-
sets, after coming under pressure
fromits creditors to shore up its fi-
nances. Acciona’s net debt stood

Acciona’s profit rose sharply on gains related to the sale of its Endesa stake. Pictured,
a technician inspects a solar panel at the company’s power station in Portugal.

at €7.35 billion at the end of the
first half, down sharply from €17.9
billion at the end of the year. How-
ever, Acciona took on €2.35 billion
in new debt for new investments,
including the purchase of energy
assets from Endesa as part of the

deal with Enel. Without debt
linked to Endesa, Acciona’s debt at
the end of 2008 would have been
€5 billion, the company said.
Energy, mostly from renewable
sources, contributed 61% of Accio-
na’s Ebitda in the first half. The
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company invested €593 in its en-
ergy unit, 76% of its overall invest-
ments when excluding the pur-
chase of the Endesa assets.

On a conference call, Acciona’s
managing director for corporate
development, Juan Muro-Lara,
said the company expects to in-
vest about €1.3 billion in its en-
ergy unit in 2009. Next year, the
company plans to install as much
as 550 megawatts in wind-power-
generation capacity, he added. At
the end of the first half, Acciona
had 5,819 megawatts in installed
wind-energy-generation capacity.

Separately, Endesa, said its
first-half profit dropped 62% to
€2.26 billion from €6 billion a year
earlier, as the company had fewer
extraordinary gains from asset dis-
posals. Revenue slipped 1.8% to
€11.16 billion from €11.37 billion.

Last year, Endesa, which is now
92%-owned by Enel, booked a
€4.55 billion capital gain from as-
set disposals to German power gi-
ant E.ON AG. This year, the com-
pany received €1 billion from the
sale of energy assets to Acciona.

GM sees hurdles
in Magna’s bid

for Opel, Vauxhall

BY SHARON TERLEP
AND CHRISTOPH RAUWALD

General Motors Co. sees legal
and practical impediments in a re-
vised offer for its Opel and Vaux-
hall units led by Magna Interna-
tional Inc.

GM Vice President John Smith
said Tuesday that his company
hasn’t specified its preference for a
bidder for the European brands, but
added that talks with Magna have
hit a potential roadblock.

The new bid from the Cana-
dian/Austrian car-parts maker “var-
ied from the negotiations we had in
the previous weeks and contained el-
ements around intellectual prop-
erty and our Russian operations
that simply could not be imple-
mented,” Mr. Smith wrote in his
blog on GM’s corporate Web site.

“GM has partners in other parts
of the world who have joint owner-
ship of these assets... We simply
could not execute the deal as submit-
ted,” Mr. Smith wrote, noting that
discussions with Magna continue
“in earnest.”

Magna is requesting sweeping
rights to Opel’s intellectual prop-
erty in Russia, said a person familiar
with the situation.

Mr. Smith wrote that the rival
bid by Belgian investment group
RHJ International SA “would repre-
sent a much simpler structure and
would be easier to implement.”

“It would require less monetary
participation by the [German] gov-
ernment and would keep our global
alignments solid, while still creat-
ing an independent Opel/Vauxhall
organization in Germany,” Mr.
Smith wrote, adding that this offer
remains “areasonable and viable op-
tion to be considered.”

He said GM still believed that a
deal for Opel and Vauxhall could be
closed by the end of September.

Magna teamed up with Russian
auto maker OAO GAZ Group and
state-controlled OAO Sherbank in a
bid under which the consortium
would invest between €500 million
($712 million) and €700 million of
their own money in Opel/Vauxhall
and seek €4.5 billion in government
loan guarantees. Magna and Sber-
bank would each take a stake of
27.5% under the proposed deal.

The bid enjoys political support
in Germany and Russia as well as
from Opel’s powerful labor unions.

Under its new bid, Magna and its
Russian partners are willing to pro-
vide €350 million when signing the
deal and €150 million in convertible
bonds, a German government offi-
cial said Tuesday. Previously, the
group offered €100 million to be
paid on signing the deal and €400
million in loans, which gradually
would be transformed into equity.

In May, the German government
agreed to provide €1.5 billion in
bridge financing to keep Opel afloat
as its U.S. parent filed for bank-
ruptcy. At the time, GM signed a non-
binding memorandum of under-
standing with Magna. But RHJ
emerged as a serious contender in
the meantime.

In a preliminary offer document,
RHJ aimed to invest €275 million for
a 50.1% stake in Opel, requesting
€3.8 billion in government funding.

Labor representatives have
voiced concerns that RHJ could sell
Opel back to GM again after a re-
structuring. GM hopes to present an
offer from either Magna or RHJ to
its board of directors on Monday.
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EADS reports profit rose 76%

Airbus maker warns
A400M program
may cripple finances

By DAVID PEARSON

PARIS—European Aeronautic
Defence & Space Co. NV Tuesday
reported a 76% jump in second-
quarter net profit, but warned
that the troubled Airbus A400M
military airlifter program may be-
come a severe financial drag.

Revenue rose 19% to €11.73 bil-
lion ($16.7 billion), partly reflect-
ing increased deliveries of large
commercial jets by Airbus. Net
profit in the three months ended
June 30 rose to €208 million from
€118 million.

For the first half, foreign-ex-
change fluctuations contributed
to a 23% fall in earnings before in-
terest and tax to €888 million. But
the main driver of the fall was a
€191 million charge against the
A400M program, of which €71 mil-
lion was in the second quarter.

The A400M program may gen-
erate yet more “substantial” hits
to profits, EADS said. EADS is
widely expected to make more
A400M provisions later this year
on top of the €2.3 billion it has set
aside already.

The seven North Atlantic
Treaty Organization governments
that have ordered 180 of the mili-
tary transport aircraft agreed last
week to continue negotiations
with EADS regarding financial and
technical aspects of the €20 bil-

lion contract, whichis already run-
ning more than three years late.

Chief Executive Louis Gallois
said the company won’t have a
clear view on the possible finan-
cial implications of the A400M un-
til the end of this year.

Because of missed milestones
onthe A400M program—the plane
was supposed to be flying by now
but the first flight isn’t likely be-
fore the turn of the year—cus-
tomer governments withheld
€400 million in advance payments
from EADS.

That, together with a buildup
of inventories at Airbus, contrib-
uted to a €948 million cash out-
flow in the first half.

The company said Airbus
would deliver as many planes in
2009 as last year, when it deliv-
ered 483 planes.

Chief Financial Officer Hans Pe-
ter Ring told analysts that he can’t
rule out that deliveries might
reach 500.

EADS reaffirmed its belief that
Airbus would book up to 300 new
orders in 2009, though this would
be challenging.

EADS tweaked its free cash
flow guidance, however, saying it
now expects to consume about €1
billion of free cash flow this year,
not taking into account customer
financing or the negative impact
of the A400M program.

In May, the company said the cash
burn shouldn’t exceed €1.5 billion.

Profitability at Airbus, which
accounted for 69% of EADS’s reve-
nue, deteriorated in the first half,
with Ebit down 27% at €519 mil-
lion, giving an Ebit margin of 3.7%
compared to 5% a year before.
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Airbus’s Ebit margin was 5.3%
in the second quarter.

EADS said it still expects to de-
liver 14 of its flagship A380 super-
jumbos in 2009, but noted that costs
of that program, which has been be-
set with development snags, “are
still higher than expected.”

Virgin Galactic
sells 32% stake
to Abu Dhabi

By MARIA ABI-HABIB

Abu Dhabi’s Aabar Investments
PJSC said it will pay $280 million for
a 32% stake in Virgin Group’s com-
mercial space-travel start-up, Vir-
gin Galactic, in a move aimed at ad-
vancing the oil-rich emirate’s plan
to become a hub for scientific re-
search and innovation.

The stake saleis the first stepina
strategic partnership between Aa-
bar and Virgin to create the world’s
first commercial spaceline, the com-
panies said in a joint statement. The
transaction, subject to regulatory
clearances in the U.S. and else-
where, values Virgin Galactic at
about $900 million.

Virgin Galactic expects Aabar’s
capital injection to fully fund the
company as it begins commercial op-
erations. “The initiative will lever-
age the solid financial backing of Aa-
bar and the pioneering technology
and strong global relationships of
Virgin Galactic,” said Richard Bran-
son, Virgin Group’s founder.

Aabar is 71%-owned by the Inter-
national Petroleum Investment
Co., or IPIC, which is fully owned by
Abu Dhabi’s government.

The deal will see Aabar construct
“spaceport” facilities in Abu Dhabi,
and the company has committed
$100 million to fund a small satellite
launch capability. Aabar will also
“gain exclusive regional rights, sub-
jecttoregulatory clearances, to host
Virgin Galactic tourism and scien-
tific research space flights,” the
statement said.

Virgin Galactic’s flights to space
will start operating from the Mojave
spaceport in California, according
to its Web site. A representative for
Aabar couldn’t say when the flights
will be offered in Abu Dhabi.

Tickets to space are priced at
$200,000 each and 300 people have
prebooked with Virgin Galactic,
handing over $40 million in depos-
its, a Virgin Galactic spokesman told
Zawya Dow Jones.

Virgin Galactic also hopes to ex-
ploit scientific research opportuni-
ties that will open once the U.S. Na-
tional Aeronautics and Space Admin-
istration ends its shuttle programin
2010. However, a NASA official cau-
tioned that venturing into space is
costly, dangerous and difficult.

—Kaveri Niththyananthan in
London contributed to this article.



THE WALL STREET JOURNAL.

WEDNESDAY, JULY 29, 2009 7

CORPORATE NEWS

Coach earnings fall 32%

Handbag maker sets
lower-priced goods
to boost profits

BY ELIZABETH HOLMES

Luxury handbag retailer Coach
Inc. is betting on greater sales of
lower-cost handbags to lift profits,
asit revampsits merchandise for con-
tinued weak consumer spending.

The New Yorkretailer now prices
half of its handbags at between
$200 and $300, up from one-third
last fiscal year. The company Tues-
day reported fiscal fourth-quarter
profit tumbled 32% on heavy dis-
counting. It launched the pricing
strategy after the quarter ended.

Chief Executive Lew Frankfort
said in an interview that the change
reflects his belief that consumer
spending won’t return to prereces-
sion levels. “We want to be in that
sweet spot where we believe the
market will settle,” Mr. Frankfort
said. “It’s our intention for the indef-
inite future to maintain pricing at
[these] levels.”

The low-price initiative is part
of the company’s renewed empha-
sis on handbag sales to drive its
business, which also includes wal-
lets, belts, scarves and shoes. Since
the new pricing hit the shelves at
the beginning of the month, hand-
bags as a percentage of total North
American sales by value have risen
to 55% from 50% in the same period

Associated Press

Luxury handbag maker Coach hopes to stem a sharp profit drop by selling a line
of lower-priced bags. A customer examines a bag at a San Francisco store in May.

a year earlier, Mr. Frankfort said.

The company is working with
suppliers to enable it to boost
profit margins even as it lowers av-
erage bag prices, he said. The aver-
age price of a handbag sold at
Coach stores was $325 in the last
fiscal year.

Its new Poppy collection will
have an average handbag price of
$260, the company said. With bright
colors and a heavy dose of patent
leather and metallics, the line is in-
tended to attract younger custom-
ers. Sales of the Poppy handbags,
which have been in stores for about

IBM will pay $1.2 billion

for scientific-software firm

By JERRY A. DiCoLO

International Business Ma-
chines Corp. agreed to buy soft-
ware developer SPSS Inc. for $1.2
billion, expanding Big Blue’s soft-
ware portfolio and adding another
deal to the growing list of recent
acquisitions.

Chicago-based SPSS develops
software that analyzes statistical
data to make predictions. The soft-
ware, known as predictive analytics,
is used for scientific research and to
gauge how customers will react to
sales pitches and marketing cam-
paigns. SPSS, founded in 1968, had
sales of $302.9 million last year.

IBM’s $50-a-share all-cash of-
fer represents a 42% premium to
SPSS’s Monday closing price. SPSS
shares rose to an all-time high of
$49.56 following the deal’s an-
nouncement, and were up 41% at
$49.46 in afternoon trading on the
Nasdaq Stock Market. IBM shares
fell 0.4% to $117.20 on the New
York Stock Exchange.

The acquisition of SPSS offers
further hope that the deal market
in the technology sector is improv-
ing. Tech leaders remain flush with
cash despite the downturn and in
recent weeks have shown an ability
to consummate acquisitions.

Much of the action has focused
on software. This month, Intel
Corp. closed an $884 million acqui-
sition of software maker Wind
River Systems Inc. Two weeks
ago, Sun Microsystems Corp.
shareholders agreed to accept a
$7.38 billion acquisition offer
from Oracle Corp.

The SPSS acquisition is the lat-

estin a string of software deals for
IBM in recent years, and the sec-
ond deal since Oracle outbid it for
Sun. IBM bought the assets of Ex-
eros, a privately held data-discov-
ery software company, in May.

IBM also said Tuesday it ac-
quired privately held Ounce Labs
Inc., which makes software that ad-
dresses compliance and security is-
sues. IBM didn’t disclose the size
of the deal.

In acquiring SPSS, IBM said it
was expanding its focus on busi-
ness-analytics technology and ser-
vices to meet a growing client need
to cut costs. According to IDC esti-
mates, the world-wide market for
business analytics software will
grow by 4% to $25 billion this year.

UBS analyst Maynard Um
called the acquisition “a step in
the right direction” for IBM, as
SPSS will add “an essential part”
of an important growth area for
IBM. He said the deal should add
slightly to IBM’s earnings in 2010.

SPSS officials, during a confer-
ence call to discuss the acquisi-
tion, said they didn’t anticipate
any anti-trust issues with the deal.

SPSS declined to say how it
came to an agreement with IBM,
but did say IBM made the first
move by approaching SPSS about
an acquisition.

The companies said they expect
to complete the deal by year-end.

Earlier this month, IBM re-
ported its second-quarter profit
grew 12% as margin improvement
offset lower revenue, and the com-
pany raised its full-year outlook.

—John Kell
contributed to this article.

a month, have been two to three
times greater than other handbags,
it said.

For the quarter ended June 27,
Coach’s profit fell to $145.8 mil-
lion, or 45 cents a share, from
$213.5 million, or 62 cents a share,
inthe year-earlier period. Sales de-
clined 1% to $777.7 million. Exclud-
ing items, earnings were 42 cents
per share, compared with 50 cents
a year earlier. Gross margin fell to
70.4% from 75.7%. Profit and gross
margins declined due to greater
sales and discounting at Coach’s
outlet stores.

EU Commission plans
to alter Web-retail rules

By PEPPI KIVINIEMI

BRUSSELS—The European Com-
mission on Tuesday said it plans to
adjust the rules governing the
rights of retailers to sell their goods
on the Internet in an attempt to
make more goods available online.

According to existing European
Union rules, due to expire in May
2010, brand owners such as LVMH
Moét Hennessy Louis Vuitton SA
and Nike Inc. can dictate who sells
their goods and in what environ-
ment. If a store sells abrand owner’s
goods, the brand owner can forbid
the store from also selling those
goods on its Web site.

The commission said Tuesday
that distributors should be able to
sell and advertise goods online as
they see fit. However, the commis-
sion said that a current restriction
should be preserved: brand owners
should be able toinsist that a distrib-
utor that sells goods online should
sell the goods in regular stores. That
way, online entrepreneurs can’t un-
fairly benefit from the brand recog-
nition or luxury image created by
regular shops and manufacturers.

The commission’s plans aren’t fi-
nal. Interested parties have until
Sept. 28 to comment on the pro-
posed changes.

The ruling is a setback for online-
only retailers such as eBay Inc., which
has argued that its users should be al-
lowed to sell goods online without a
brick-and-mortar store.

The commission said that stores
spend considerable amounts of
money promoting their goods, and
that online-only retailers would be ef-
fectively free-loading off those ef-
forts. The commission stipulates
that for a shop to be allowed to sell
online, a supplier can demand that
the shop also sells a certain amount
of goods through conventional
stores. However, once that require-
ment has been met, the supplier can-
not limit the volume of goods sold on
the Web site, the commission said.

The commission also wants to
stop brand owners from limiting
where people in a particular coun-
try shop online. Web surfers in It-
aly, for instance, should be allowed
to visit and shop at a brand’s U.K.
site, rather than being automati-
cally redirected to the Italian one.
One-third of EU citizens would like
to buy goods across national bor-
ders through the Internet in order
to benefit from cheaper products
or better brands, according to a
commission study.

Furthermore, online sites
shouldn’t actively advertise in areas
in which the brand owner has an ex-
clusive agreement with another
store, the commission said. For ex-
ample, a Dutch Web site selling cars
shouldn’t advertise in Belgium,
where the same manufacturer has
dealerships. The site should, how-
ever, be allowed to sell the cars if
contacted by consumers on their
own initiative.
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India weighs ban on firm

Railway collapse
could bar Gammon
from metro work

BY JACKIE RANGE

NEW DELHI—Gammon India
Ltd., the Mumbai construction com-
pany that designed and built the
stretch of the Delhi Metro that re-
cently collapsed, may be banned
from future metro contracts, Indian
Minister for Urban Development S.
Jaipal Reddy told Parliament.

The accident in South Delhi on July
12 killed six workers and injured more
than a dozen others. The collapse tar-
nished the reputation of a high-profile
project at a time when revamping in-
frastructure is seen as critical to accel-
erating India’s economic growth.

A spokesman for Gammon said it
had been issued a “show cause” no-
tice, which essentially is arequest to
explain what happened. Whether
Gammon will be banned from new
metro contracts will rest on the gov-
ernment’s decision after it has seen
the response, the spokesman said.
Gammon could be blacklisted for
two years, Mr. Reddy said.

He said a committee of experts in-
vestigating the accident said it had
been caused by a “serious deficiency
in the design of the cantilever arm,”
and also the concrete not being
strong enough.

Workers and rescuers stand at the site of a collapsed Delhi Metro bridge in New
Delhi this month. Metro builder Gammon India faces possible blacklisting.

The metro is operated by Delhi
Metro Rail Corp., a joint venture by
the Indian and Delhi governments.
Itis running in some parts of the city
and is under construction in many
others; the aim is to serve all of
Delhi by 2021.

Delhi Metro has started a course
in safety for all workers involved in
the construction, the minister said,
which is set to cover the entire work
force in 15 days. Safety standards in
Indian construction are poor, and ac-
cidents are common. Delhi’s metro
had been seen as one of the safer In-
dian construction projects.

In anews conference, Delhi Metro
Managing Director E. Sreedharan
said the accident won’t slow down
the second construction phase. “This
accident will not have any effect on
the overall completion,” he said. Gam-
mon will remain the contractor for
the projects it is working on, even ifit
is blacklisted; a change of contractor
would delay the project by six to
eight months, he said.

After falling sharply on the Bom-
bay Stock Exchange, Gammon closed
up 4.5% at 149 rupees ($3.09).

—Vibhuti Agarwal
contributed to this article.

Hitachi plans to buy out units

BY DAISUKE WAKABAYASHI
AND Yuzo YAMAGUCHI

TOKYO—Hitachi Ltd. plans to
spend almost $2.87 billion to buy out
minority shareholders in five pub-
licly traded subsidiaries and turn
them into wholly-owned units, as the
electronics conglomerate looks to
speed up restructuring and integra-
tion efforts and turn around its loss-
plagued operations.

Butits decision tolaunch a 273 bil-
lion yen tender offer next month for
the remaining shares in five majority-
owned subsidiaries is likely to in-
crease the pressure on the company
to strengthen its balance sheet,
which has been weakened by recent
losses. Its loss for the fiscal year
ended in March was the largest by a
Japanese manufacturer.

The company plans to acquire the
remaining shares in five listed subsid-
iaries: Hitachi Maxwell Ltd., Hitachi
Plant Technologies Ltd., Hitachi In-
formation Systems Ltd., Hitachi Soft-
ware Engineering Co. and Hitachi
Systems & Services Ltd. It aims to
complete the transactions by March.

Hitachi’s net profit/loss
In billions of yen

S0 j1q 20 30 4Q 1Q

Note: Fiscal years end March 31
Source: the company

Hitachi says making the subsidiar-
ies into wholly-owned units will al-
low the company to move quickly and
more cohesively to build up its tech-
nology, power systems and infrastruc-
ture businesses at a time when those
divisions show signs of future
growth. Sharing resources will also
help to shave costs.

Takashi Kawamura, who took
over as president of Hitachi in April af-

ter working as an executive at three
ofthe subsidiaries involved in the ten-
der offer, said the consolidation is the
“optimum” solution for Hitachi as a
group even if the “trade-off” is that
subsidiaries lose some of their inde-
pendent spirit.

The expenseis likely to increase fo-
cus on the company’s balance sheet.
The company’s shareholder equity ra-
tio, a measure of financial strength,
was at 11.3% of total assets after post-
ing another loss in the fiscal first
quarter ended June 30. Takashi Miy-
oshi, a Hitachi executive vice presi-
dent, said the company wants to raise
its shareholder equity ratio to 20%
and issuing new shares is one option
for strengthening its balance sheet.

Mr. Kawamura has set a goal of re-
ducing the number of Hitachi’s sub-
sidiaries to about 700 from more
than 900 subsidiaries as of June 30.

For the April-to-June quarter, Hi-
tachi reported a net loss of 82.6 bil-
lion yen versus a year-ago profit of
31.5 billion yen. It continues to suffer
from slumping sales of electronics
and automotive equipment. Revenue
fell 26% to 1.89 trillion yen.
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Ahold posts a small rise in sales

BY ROBIN VAN DAALEN
AND ANNA MARILJ
VAN DER MEULEN

AMSTERDAM—Royal Ahold NV
posted an 11% increase in second-
quarter sales Tuesday, as a stronger
dollar boosted results from the food
retailer’s U.S. operations.

Sales rose to €6.43 billion ($9.16
billion) in the three months ended
June 30 from €5.77 billion a year ear-
lier. However, stripping out cur-
rency fluctuations, sales were up
only 3.9%.

Sales at the Albert Heijn in the
Netherlands were up 7.8% at €2.2 bil-
lion, primarily thanks to the conver-
sion of former Schuitema stores
into the Albert Heijn format in the
second half of 2008 and early 2009.
Sales from Albert Heijn stores open
for at least a year increased 0.4%.

At Ahold’s key U.S. chains, Stop &
Shop and Giant-Landover, sales rose
2.8% to $4.1 billion. Once converted
into euros, net U.S. sales were up
16.8%. Same-store sales rose 1.7% at
Stop & Shop. Ahold generates more
than half of its sales in the U.S.

Deutsche Lufthansa AG

Carrier asks for extension

of bid for Austrian Airlines

Deutsche Lufthansa AG said
Tuesday it has requested an exten-
sion of its takeover offer for Aus-
trian Airlines AG, saying European
Union antitrust approval for the
deal is on the horizon but unlikely to
be granted by the original deadline
of July 31. It has asked the Austrian
takeover commission to extend its
offer for Austrian Airlines by a
month to Aug. 31. The company said
an agreement with the European
Commission over antitrust ap-
proval “is emerging,” but added
that “formal clearance” for the take-
over cannot occur in due time. The
European Commission on Tuesday
said Lufthansa has made a new anti-
trust offer to ensure competition
concerns are met.

Luxottica SpA

Luxottica SpA reported Tuesday
a smaller-than-expected decline in
second-quarter net profit, helped by
an ongoing cost-savings program
and sunny weather in Europe. Luxot-
tica, which makes eyewear for high-
fashion icons such as Prada and
Chanel and, through is the world’s
top eyewear maker by sales, said net
profit fell 13% to €115.7 million ($164
million) as net sales rose 3.5%. Ana-
lysts polled by Dow Jones Newswires
on average had expected net profit of
€112 million. Chief Executive Officer
Andrea Guerra noted that sunny
weather in Europe in the spring and
summer helped sales, particularly of
sunglasses. Sales were “solid, posi-
tive” in July, Ms. Guerra said. The lux-
ury brands are still suffering, but pro-
motions like the Prada concept store
at Sunglass Hut in New York were a
success, the company said.

Viacom Inc.

Viacom Inc.s second-quarter
profit fell 32% on weakness in its me-
dia networks and filmed-entertain-
ment businesses and continued ad-
vertising woes, although ad revenue
picked up slightly from the first quar-
ter. Viacom owns cable-TV channels,
such as MTV and Comedy Central,
and movie studio Paramount Pic-
tures, with film franchises such as
“Transformers.” Chief Executive
Philippe Dauman said that although
the economy continued to be a chal-
lenge, the diversity of Viacom’s busi-
ness and improvement from first-
quarter ad sales helped lessen the
impact. The New York-based com-
pany posted second-quarter earn-
ings of $277 million, or 46 cents a
share, down from $407 million, or
65 cents a share, a year earlier. Reve-
nue fell 14% to $3.3 billion.

PepsiAmericas Inc.

PepsiAmericas Inc.’s earnings
fell 33% for the second quarter onre-
structuring and currency charges as
PepsiCo Inc.’s second-largest bot-
tler was hurt by falling volume, par-
ticularly in Central and Eastern Eu-
rope. The bottler is the subject of a
recent acquisition bid by PepsiCo.
PepsiAmericas reported a profit of
$61.4 million, or 50 cents a share,
down from $90.8 million, or 72
cents a share, a year earlier. The lat-
est period included 24 cents in re-
structuring- and currency-related
charges. Revenue declined 5.9% to
$1.26 billion, with currency impacts
cutting the figure by eight percent-
age points. Global volume fell 5%, re-
flecting declines of 13% in Central
and Eastern Europe. U.S. volume
edged up 0.2%, helped by a calendar
shift in holidays. Revenue was up 5%
in the U.S. and profit rose 24%.

Teva Pharmaceutical Industries

Teva Pharmaceutical Indus-
tries Ltd.’s second-quarter profit
dropped 2.3%, weighed down by
last year’s $7.46 billion acquisition
of Barr Pharmaceuticals, as its reve-
nue continues to be hit by foreign-
exchange effects. Despite the reve-
nue pressure, the Israeli generic
drug giant reported profit, exclud-
ing items, that beat expectations
for the quarter, on continued North
American sales strength and
growth of its blockbuster multiple-
sclerosis treatment Copaxone.
Teva dominates the consolidating
generic-drug industry, which con-
tinues to pressure the branded phar-
maceutical sector amid numerous
patent expirations on many top-sell-
ing products in coming years. Its
second-quarter net income was
$521 million, or 58 cents a share,
down from $533 million, or 65 cents
a share, a year earlier.

Salvatore Ferragamo SpA

Italian family-owned fashion
house Salvatore Ferragamo SpA
said Tuesday that it has tapped its
menswear designer Massimiliano
Giornetti to succeed Cristina Ortiz
as chief ready-to-wear womens-
wear designer. Mr. Giornetti also
will continue as chief menswear de-
signer, a spokeswoman for the com-
pany said. The 38-year-old designer
from Carrara, Italy, joined the com-
pany in 2000 and became lead mens-
wear designer in 2004. Ms. Ortiz pre-
viously worked at Prada SpA and
menswear specialist Brioni Roman
Style SpA. In 2007, Ms. Ortiz suc-
ceeded Graeme Black at Ferragamo.
Ferragamo said that Mr. Giornetti’s
first womenswear line with the fash-
ion house is to debut with the
Fall/Winter 2010 collection.

HeidelbergCement AG

Private-equity firms Bain Capi-
tal LLC, CVC Capital Partners Ltd.
and 3i Group PLC have shown inter-
est in buying HeidelbergCement
AG’s Malaysian assets, people famil-
iar with the deal said. In the latest
disposal by the German cement
maker, HeidelbergCement is selling
the Malaysian assets, with a value of
at least $200 million, it received
when it bought U.K. building materi-
als firm Hanson in 2007. Heidel-
bergCement has 40 ready-mixed
concrete plants, 17 aggregate quar-
ries and 20 asphalt plants in Malay-
sia, the company’s Web site says.
Standard Chartered PLC is advising
on the sale, and recently sent out an
information memorandum request-
ing bids, the people said.

Hindustan Unilever Ltd.

Hindustan Unilever Ltd. said
Tuesday its profit for the fiscal first
quarter fell 2.7% from a year earlier,
hurt by higher advertising costs.
Profit at India’s largest consumer-
goods maker by sales dropped to
5.43 billion rupees ($112.7 million)
for the three months ended June 30
from 5.58 billion rupees a year ear-
lier. Sales rose 7.8% to 44.76 billion
rupees. Hindustan Unilever reported
a 2% expansion in sales volume after
a 4% decline in volume in local con-
sumer-goods sales in the January-
March quarter. After the lower-than-
expected results, Hindustan Uni-
lever shares fell 7.3% on the Bombay
Stock Exchange. Before the economy
slowed, strong consumer demand
had allowed the company to pass on
higher input costs to customers with-
out lowering demand.

—Compiled from staff
and wire service reports.
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Moscow market’s closure upsets Beijing

Thriving wholesale venue filled with Chinese goods stirs authorities’ ire; owner punished for lavish move, some say

The abrupt shuttering of a giant
wholesale market in Moscow domi-
nated by Chinese traders has stirred
trade tensions between Moscow and
Beijing, highlighting large-scale smug-
gling between the two neighbors.

By Jeremy Chan in Beijing
and Andrew Osborn in Moscow

Keen to defuse a potential diplo-
matic row, a Chinese delegation, led
by Vice Minister of Commerce Gao
Hucheng, held talks with Russian of-
ficials in Moscow this past weekend.

Chinese traders have com-
plained they risk losing billions of
dollars in impounded merchandise.
Thousands of traders worked at the
market, and police have prevented
many from retrieving their stock
since its closure. The Russians say
they will ensure that legitimate busi-
nessmen get their goods back in the
coming months.

Popularly described as the larg-
est such market in Eastern Europe,
the Cherkizovsky Rynok sold every-
thing from clothes to food, often
cheaply, to wholesalers and price-
conscious Russian consumers. Local
authorities closed it at the end of
June, ostensibly for breaching sani-
tary and fire-safety norms.

Russian media, analysts and
economists suggest the real reason
was to punish the market’s wealthy
owner for hosting a star-studded ho-
tel opening in Turkey. Prime Minis-
ter Vladimir Putin judged the event
tasteless and unpatriotic at a time
when Russia is weathering a fierce
economic downturn, they say. Nei-
ther the businessman, Telman Is-

Unemployed laborers walk with their goods at the Cherkizovsky market.

Market traders

The unexpected shutdown of the
sprawling Cherkizovsky market in
Moscow has stirred trade tensions
between China and Russia. Exports
in billions of U.S. dollars

Il Russian exports to China

Il Chinese exports to Russia

1995

2000 2005 2008

Note: All figures are in nominal terms and
unadjusted for inflation
Source: Russia’s Federal Statistics Agency

mailov, nor Mr. Putin’s spokesman
could be reached to comment.

Analysts say the move may also
have been an effort to support Rus-
sia’s ailing textile industry. Dep-
uty Trade Minister Sergey Nau-
mov said before the market was
shut that every trading stand at
the market meant a closed Russian
clothing workshop.

The market’s closure has high-
lighted the multibillion-dollar trade
in “gray imports” between Russia
and China. The trade has flourished
since the early 1990s when the mar-
ket first opened.

Moscow is keen to be seen to be
clamping down on smuggling as
part of its long-running campaign to
join the World Trade Organization.
Moscow says it wants to eradicate
gray imports, or goods that cross
the border thanks to payments to
middlemen who in turn bribe Rus-
sian customs officials. Such ship-
ments are seldom accompanied by
paperwork. Closing the market will
help stamp out such schemes, Rus-
sia says.

But the market’s closure has
sparked strong criticism within
China, with state media charging

that Russian customs policies are
flawed. The state-run China Daily
newspaper said it was “a matter of
regret” that Chinese businesspeo-
ple had suffered financial losses,
calling the closure “a tragedy.”

China exported goods valued at
$34.66 billion to Russia in 2008, ac-
cording to statistics from China’s
Ministry of Commerce. Lu Nanquan,
an expert on Sino-Russian trade at
the government-backed Chinese
Academy of Social Sciences, esti-
mates that an additional $8 billion
in gray-market goods flow into Rus-
sia from China each year.

“The normal rate for customs
duty is somewhere between 15% and
20%, but the gray customs clearance
only amounts to 5% or 6%,” Mr. Lu
says. “Chinese traders prefer to go
through the gray channel.”

In September 2008, Russian po-
lice raided the Moscow market, con-
fiscating goods they said had beenil-
legally imported. The goods were
valued at an estimated $2 billion,
making it one of the biggest contra-
band hauls in Russian history. Chi-
nese traders offer an even higher es-
timate: $7 billion.

Prime Minister Putin raised the is-
sue—in his famously robust style—at
agovernment meeting in June. Mr. Pu-
tin asked why the investigation had
yielded no results. “A result would be
to send people to jail,” he said. “But
where are the convictions?”

Soon afterward, the market was
vilified as a den of criminality on
Russian state TV. Law-enforcement
agencies launched a criminal case,
Moscow’s Mayor Yuri Luzhkov
vowed to close it, and senior govern-
ment officials poured scorn on a
place one called “a hell-hole.” At the
end of June, it was finally shut.

Sergey Sanakoyev, chief execu-
tive of the Moscow-based Russian-
Chinese Center for Trade and Eco-
nomic Cooperation, a private con-
sulting firm, said the market’s clo-
sure was overdue and would usher
innew civilized trading practices, in-
cluding proper quality controls.

“It’s the end of an era,” he said. In
the future, Chinese traders could ply
their wares in giant indoor malls in
the Russian capital, he added. “The
effect on trade will be positive.”

Eastern cash battles West’s embrace in Moldova election

BY MARC CHAMPION

Moldovans repeating national
elections on Wednesday face a stark
choice: vote for the ruling Commu-
nist Party and receive loans from
their Chinese and Russian backers
worth well over a third of national in-
come, or put their faith in the West.

The outcome of the vote remains
too close to call, according to opin-
ion polls and political analysts,
though few expect a repeat of the ri-
ots and brutal police crackdown
that followed fraud-tainted elec-
tions in the spring.

April’s turbulence and Wednes-
day’s vote are having an impact well
beyond the borders of this small ex-
Soviet nation of four million, stok-
ing a fierce geopolitical competition
for its loyalties.

Vladimir Voronin, Moldova’s out-
going president and likely speaker
of the next parliament, turned
sharply east after April’s events,
when anticommunist protesters
stormed his office and the parlia-
ment building. He accused neighbor-
ing Romania of provoking the riots
inan attempted a coup d’état and an-
grily rejected European Union criti-
cism of his handling of the election
aftermath, in which hundreds of op-
position supporters were jailed, and
two people died.

The former baker and Soviet-era
interior minister, traveling to Mos-
cow in June, got a warm welcome
and a pledge of $500 million in loans
for infrastructure projects in Mold-

ova. It wasn’t revealed what condi-
tions were attached to the loan, and
it isn’t clear whether the offer
would remain if the communists
were to lose their grip on power.

That presents Moldovans with
the prospect that voting against the
communists could mean relying in-
stead on the West, specifically the In-
ternational Monetary Fund, to help
lift up the country’s economy.

On Monday Mr. Voronin denied
accusations that the money came
with a political price attached, in
an interview with Russian news
agency Interfax. He said Moscow
had made no conditions, “unlike
certain international organiza-
tions.” He didn’t specify which orga-
nizations he meant.

Last week, China also put its sub-
stantial resources behind Mr. Voro-
nin, when China Overseas Engineer-
ing Group Co. signed a memoran-
dum of understanding for $1 billion
in loans for infrastructure projects.

The two pledges are equal to 37%
of Moldova’s $4 billion annual gross
domestic product and dwarf the
amount of money on offer from
Western institutions such as the In-
ternational Monetary Fund.

The EU hasn’t tried to match the
Russian and Chinese loan offers. But
it has sent a string of officials to en-
courage clean elections, including
last week’s visit by Poland’s Foreign
Minister Radek Sikorski, a big propo-
nent of EU expansion into the re-
gion. An IMF official in Moldova
said a mission was expected to ar-

Money for Moldova

Postelection loans and grants on
offer to Moldova, by source

China  $1 billion
Russia ~ $500 million
IMF Expected to more than

double the $161 million in
current loans outstanding
if new government agrees
to the fund’s terms

EU Expected to add $70
million (€50 million) to
this year’s $107 million
(€75 million), if thereis a
new IMF agreement

Note: Figures are approximate in millions
of dollars

Sources: WSJ reporting; IMF;
European Commission

rive in Chisinau to negotiate a new
loan facility as soon as anew govern-
ment is formed.

China’s interest in Moldova, a
small and distant country with few
natural resources to offer, has baf-
fled some diplomats in the capital,
Chisinau. But they note that China
has long had close relationship
with Mr. Voronin’s government,
one of the last in Europe to call it-
self communist.

China Overseas Engineering
Group didn’t return calls for com-
ment, and the Chinese Embassy in
Chisinau couldn’t be reached.
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Russia’s interest in Moldova,
where its military supports a sepa-
ratist enclave of Russian speakers,
is evident. Moscow is determined to
protect its zone of influence in the
ex-Soviet bloc and saw April’s vio-
lent postelection street protests as
part of “Romania’s anschluss policy
toward Moldova,” said Sergei
Markov, director of the Institute for
Political Studies in Moscow, in a ref-
erence to Nazi Germany’s annex-
ation of Austria. Most of Moldova is
Romanian speaking and belonged to
Romania before World War II, when
it was seized by the Soviet army.

Mr. Markov says the two offers
of loans don’t indicate any rivalry
between Moscow and Beijing. “I
would not be surprised if Russia
asked the Chinese to offer money,
because both are interested to re-
verse this trend of Western-
backed regime change in the re-
gion,” he said. Since 2003, postelec-
tion street protests have led to
changes of government in Georgia,
Ukraine and Kyrgyzstan.

Political analysts in Moldova say
the country’s Western-leaning oppo-
sition parties are more likely to lose
than gain votes in Wednesday’s poll,
which was forced not by the street
protests but the failure of the Com-
munists to gather the 61 votes
needed in the 100-seat parliament
to elect a new president.

But Mr. Voronin’s Communists
may fare worse than they did in
April. That’s because the party’s
leading modernizer, Marian Lupu,
has quit since then, setting up his
own party, which is expected to
claim some 10% of the vote and
could emerge as king maker.

Some Moldovans are skeptical
the Russian and Chinese money will
materialize, whoever wins the elec-
tion. “The IMF is by far the most
credible source of money for Mold-
ova. Their money gets delivered”
and triggers other investment, said
Vlad Lupan, a political analyst in Chi-
sinau and former career diplomat in
Moldova’s foreign service.

—Sue Feng in Beijing
contributed to this article.
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FREE MAZIAR BAHARI

NEWSWEEK reporter, filmmaker, playwright, author, artist, and,
since June 21, prisoner.

For the past five weeks Maziar Bahari, 42, a Canadian-Iranian journalist and film
director, has been held in Tehran’s Evin Prison without access to his family or a
lawyer. Nearly 300 writers, reporters, and filmmakers from more than 60 countries

around the world, including several Nobel Prize winners, have put their names to /’

petitions calling upon the Iranian government to release him. The variety in their

nationalities and their professions is a remarkable testament to Maziar, and to the

value of his work. The government of Iran should heed their plea.
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Sunday Leader, Sri Lanka
Karem Yehya, Egypt
Fareed Zakaria, Newsweek, USA
Faride Zeran, Chile

International
Documentary Film
Festival Amsterdam

Hany Abu-Assad, Palestine

Claire Aguilar, USA

Isabel Arrate Fernandez,
Netherlands

Jane Balfour, UK

Paola Barreto-Leblanc, Brazil

Tevfik Baser, Turkey

Victoria Belopolsky, Russia

Rudy Buttignol, Canada

Heather Croall, UK

Sandra den Hamer, Netherlands

Ally Derks, Netherlands

Ozgur Dégan, Turkey

Sergey Dvortsevoy, Russia

Don Edkins, South Africa

Dimitri Eipides, Greece

Hans Robert Eisenhauer, Germany

Orhan Eskikoy, Turkey

Pelin Esmer, Turkey

Alexey Fedorchenko, Russia

Simon Field, UK

Nick Fraser, UK

Erik Gandini, Sweden

Flora Gregory, UK

Carmen Guarini, Argentina

Cao Guimaraes, Brazil

Heddy Honigmann, Netherlands

Dariusz Jablonski, Poland

Nishtha Jain, India

Yves Jeanneau, France

Amir Labaki, Brazil

Edward Lachman, USA

Jorgen Leth, Denmark

Kim Longinotto, UK

Pawel Lozinski, Poland

Montaser Marai, Qatar

Karina Maristany Espinasa,
Venezuela

Renzo Martens, Netherlands

Rashid Masharawi, Palestine

Cara Mertes, USA

Laura Michalchyshyn, USA

Robbie Miiller, Netherlands

Ben Nguyen, Australia

Catherine Olsen, Canada

Sevgi Ortag, Turkey

Kostomarov Pavel, Russia

John Petrizzelli, Venezuela

Aleksander Rastorguev, Russia

Makoto Sasa, USA

Jess Search, UK

Ulrich Seidl, Austria

Todd Solondz, USA

Jonathan Stack, USA

Mazdak Taehi, USA

Pieter van Huystee, Netherlands

Adriek Van Nieuwenhuijzen,
Netherlands

Ikka Vehkalahti, Finland

Manski Vitali, Russia

Wim Wenders, Germany

Diane Weyermann, USA

David Wilson, USA

Rutger Wolfson, Netherlands

COURTESY OF BAHARI FAMILY






