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FORT WORTH: Dramatically cheaper jet fuel
helped American Airlines nearly double its sec-
ond-quarter profit to $1.7 billion despite lower
revenue. The world’s biggest airline said Friday
that it was American’s most profitable quarter
ever, after excluding one-time costs and gains.
Friday’s results from American capped an
astonishing earnings season for the nation’s
biggest airlines, several of which reported
record profits in the April-through-June peri-
od. 

Still, American warned that a key revenue
figure will decline in the third quarter, and the

stock fell 7 percent. Investors worry that
cheaper fuel is tempting the airlines to grow
too fast, leading to lower prices after five
straight years in which airfares rose faster than
inflation. American doesn’t disclose average
fares, but a key figure shows that passengers
paid less per mile in the second quarter than
they did last summer, and a top American
executive said that trend could continue into
the second half of next year.

American’s message to investors Friday
was, don’t be fixated on revenue per seat. “Our
largest cost has fallen 50 percent” since last

summer, said CEO Doug Parker. “The revenues
haven’t fallen nearly as much as the costs have
fallen, and as a result earnings are growing.”
American’s fuel bill dropped by more than $1
billion - a 37 percent savings - compared with
the same quarter last year. That helped
American Airlines Group Inc. report net
income of $2.41 per share. Adjusted profit,
which excludes one-time costs, was $2.62 per
share, topping the $2.58-per-share forecast
from nine analysts surveyed by Zacks
Investment Research.

Revenue fell 5 percent to $10.83 billion, a

sharper drop than Wall Street expected. Seven
analysts surveyed by Zacks had forecast
$10.93 billion. The company, which owns US
Airways and several regional airlines, reported
that passengers paid 6.1 percent less per mile
than they did in the second quarter of 2014.
American said that revenue for each seat
flown one mile will drop by between 6 and 8
percent in the third quarter. That’s a closely
watched figure in the airline business, and air-
line President 

Scott Kirby said it’s reasonable to expect it
to decline until the second half of 2016.

United, Delta and Southwest have also pre-
dicted the figure will drop in the July-through-
September quarter compared with 2014. Also
Friday, American announced that it doubled
its share-buyback plan and could purchase up
to $4 billion of its own stock. Buybacks are
designed to boost the value of remaining
shares. The company also said it will pay a divi-
dend of 10 cents per share next month. Shares
of the Fort Worth-based company fell $2.98, or
7 percent, to close at $39.63. They began the
day down 21 percent in 2015 after more than
doubling in 2014.— AP 

American Airlines beats 2Q profit forecasts

KOMODO ISLANDS: Coral reefs grow in the waters of Tatawa Besar, Komodo
islands, Indonesia. Rising demand for copper, cobalt, gold and the rare-
earth elements vital in manufacturing smartphones and other high-tech
products is causing a prospecting rush to the dark seafloor thousands of
meters beneath the waves. The Jamaica-based International Seabed
Authority has issued 27 separate 15-year contracts that allow for mineral
prospecting on over 1 million square kilometers of seabed in the Pacific,
Atlantic and Indian Oceans. — AP 

SAO PAULO: Bad news piled up Friday for Brazil’s
economy, with the real plunging to its lowest level
against the dollar in 12 years and analysts warning
the home of samba will need years to recover its eco-
nomic rhythm. For President Dilma Rousseff, weak-
ened by government approval ratings of just 7.7 per-
cent, things appear to be falling apart.

Friday’s tumble of the national currency to 3.34 to
the dollar followed Thursday’s news of unemploy-
ment rising in June for a sixth month, while annual
inflation has risen to almost nine percent.

Analysts say Brazil’s once booming economy suf-
fers deep underlying illnesses, notably the massive
corruption scandal unfolding at national oil company
Petrobras and rippling across other top companies
and into political circles. On Friday, prosecutors
announced formal Petrobras-related charges against
Marcelo Odebrecht, chairman of Brazil’s biggest con-
struction firm, Odebrecht.  The once powerful execu-
tive is in detention. The latest sign of macro-econom-
ic problems appeared on Wednesday when the gov-
ernment announced a radical cut to its fiscal savings
goal and said it would increase austerity measures.

Finance Minister Joaquim Levy said the lowering
of the surplus goal from 1.1 percent of GDP to just
0.15 percent reflected the worsening performance in
the world’s seventh largest economy. With Brazil on

the brink of recession, “there has been an effect on
tax receipts,” he said. However, the government’s
commitment to austerity measures was unshaken.
Cuts of 8.6 billion reais ($2.66 billion) were
announced, raising this year’s cuts to $24 billion, the
ministry of planning and budget said. “The revision is
largely to do with the slowdown of the economy,
which turns out to be deeper than thought,” said
Ignacio Crespo, an analyst at Guide Investimentos in
the financial capital Sao Paulo.

“It’s hard to know how far the recession will go,
but for sure it will be tougher. Contrary to what we
hoped for a few months ago, the economy will be
going down in 2016,” he said. Another analyst, Andre
Ferreira, from Futura, said he didn’t expect growth to
return before 2018. If so, that would add up to a sev-
en-year stretch of zero or negative growth in a coun-
try that not so long ago had been hoping to ride the
commodities boom to top rank economic status. In
2014, GDP grew just 0.1 percent and this year the
government forecasts a 1.49 percent contraction,
while the market expects even worse.

Corruption and politicking
The economic hangover dovetails with a worsen-

ing political situation, especially for Rousseff who
only began her second term, following a divisive re-

election, in January. “There is a drastic deterioration
in expectations and this is deepening the political cri-
sis,” Andre Cesar, a political analyst in the capital
Brasilia, said. “The tendency is for worse.” 

The Petrobras scandal, he said, has presented the
Rousseff government with a “moral crisis” as well as
direct economic fallout, given the importance of the
oil giant in the nation’s political and economic land-
scape. Spreading from within Petrobras’ ranks, the
probe has reached Rousseff’s Workers’ Party and also
opposition figures. Rousseff, chairwoman of Petrobras
for seven years before she became president, has not
been directly implicated in the scandal but there are
mounting calls for her resignation or impeachment.

Smelling blood, Workers’ Party opponents in
Congress are blocking Rousseff’s legislative agenda,
while the speaker of the lower house and her nomi-
nal ally, Eduardo Cunha, has demonstratively broken
ranks and gone into opposition. As a result, Rousseff
is hardly in a position to reform Brazil’s public
spending. “Political conditions for such an adjust-
ment, however, simply don’t exist,” Eurasia Group
consultants said. “With popular discontent and
unemployment expected to rise in the coming
months, the government’s (already low) capacity to
meaningfully cut expenditures is expected to
decline even more.”— AFP 

Bad news ‘piling up’ 
for Brazil economy
Real plunging to its lowest level against the dollar 

KINGSTON: The deep oceans span more than
half the globe and their frigid depths have long
been known to contain vast, untapped deposits
of prized minerals. These treasures of the abyss,
however, have always been out of reach to min-
ers. But now, the era of deep seabed mining
appears to be dawning fueled by technological
advances in robotics and dwindling land-based
deposits. Rising demand for copper, cobalt, gold
and the rare-earth elements vital in manufactur-
ing smartphones and other high-tech products
is causing a prospecting rush to the dark
seafloor thousands of meters (yards) beneath
the waves.  

With authorities at the Jamaica-based
International Seabed Authority issuing explo-
ration contracts, alarmed conservationists are
warning that the deep ocean’s fragile biodiversi-
ty must be protected and not nearly enough is
known about the risks of extracting minerals
from seabeds.  “The pace of activity has
increased dramatically over the last five years,”
said Michael Lodge, deputy secretary-general of
the obscure UN body in Kingston that acts as a
global steward of the deep seafloor and is tasked
with regulating this new mining frontier. “We’re
seeing the private sector invest in a big way.”

The UN agency, known by its initials ISA, pre-
sides over seabed outside the exclusive territori-
al waters of individual countries. So far, it has
issued 27 exploration contracts, the large major-
ity of them since 2011. The 15-year contracts
allow for mineral prospecting on over 1 million
square kilometers (over 390,000 sq. miles) of
seabed in the Pacific, Atlantic and Indian
Oceans. Governments and private companies
have been moving so rapidly to stake claims and
assess deposits that insiders forecast that com-
mercial deep-sea mining could start within the
next five years using robotic collectors
equipped with cameras and sonar sensors along
with pipe systems that can siphon crushed min-
erals to ships.

Commercial exploitation
During a gathering this month in Jamaica of

representatives from nearly 170 member states,
ISA has started drafting a framework to regulate
commercial exploitation of seafloor metals and
minerals. The session ended Friday. A group of
international scientists, in a July 9 article in the
journal Science, urged ISA to temporarily halt
authorization of new mining contracts until net-
works of “marine protected areas” are established
around areas targeted for mining.

“We owe it to future generations to ensure
that we think before we act and gain a thorough
understanding of the potential impacts of mining
in the deep sea before any mining is permitted,”
said Matthew Gianni, co-founder of the Deep Sea
Conservation Coalition, which sent observers to
ISA’s 21st session in Kingston. But despite the
warnings, in recent days ISA authorized its latest
exploration contract, a 72,745 square kilometer
(28,087 sq. mile) permit in the Pacific to China
Minmetals Corp, sponsored by Beijing. China now
has the most permits from the UN body with four.
ISA was launched in 1994 and operates under the
UN Convention on the Law of the Sea. The only
major maritime power that has not ratified the
convention is the United States, where lawmakers
have argued it could impinge on US economic
and military sovereignty. 

The Department of the Interior has granted
exploration licenses in the Pacific to Lockheed
Martin Corp, a US company that has also part-
nered with the United Kingdom, an ISA member,
by setting up a deep-sea mining subsidiary there.
So far, most of ISA’s contracts have been issued for
the deep abyssal plains of the Clarion-Clipperton
Fracture Zone, a sprawling area of the Pacific
Ocean off Mexico and the US. At depths of 4,000 to
6,000 meters, it is known to be rich in nodules con-
taining copper, cobalt, manganese and significant
concentrations of rare-earth elements. As part of
an environmental plan, ISA has set aside nine areas
in this zone, prohibiting them to contractors.—AP 

Deep-sea mining looms as
UN body issues contracts

RIO DE JANEIRO: Hundreds of taxi drivers from Rio de Janeiro, Sao Paulo and Belo Horizonte block the avenue which links South
and Center Rio de Janeiro on July 24, 2015, to protest against UBER, a mobile phone application to hail taxi. — AFP 

BRUSSELS: European Union plans to seal the
world’s largest free trade deal with the United
States are threatened by intractable differences
over food names, none more so than the right of
cheese makers to use the term “feta”. Negotiators
talk of accelerated progress and hope to thrash
out a skeleton agreement on a Transatlantic
Trade and Investment Partnership (TTIP) within a
year, aiming for a major boost to growth in the
advanced Western economies. But geographical
indications (GIs), a 1,200-long list ranging from
champagne to Parma ham, present a major
headache.

At the same time as euro zone leaders are
ordering Greece to balance its budget and liber-
alize its product markets, EU trade negotiators
are fighting to defend its signature cheese. GIs
are a cornerstone of EU agricultural and trade
policy, designed to ensure that only products
from a given region can carry a name. To the
United States, it smacks of protectionism. “It’s
politically extremely important in Europe. As (the
EU) phases out direct agricultural support, there
has to be a trade-off by promising to do more in
trade policy,” said Hosuk Lee-Makiyama, director
of the European Centre for International Political
Economy.

“For 20 years they have been fighting about
it at the World Trade Organization even if the
economic value is disputed.” EU member states
will have to approve any deal and will need food
name protection as compensation for EU farm-
ers facing a flood of US beef imports. Agriculture
is not a sizeable part of either the EU or the US
economy, but farmers retain political muscle, as

French livestock and dairy producers showed
this week by forcing the government to offer aid
after protests including road blockades.

Washington does not object to protection of
niche items such as British Melton Mowbray
pork pies. But negotiators face a very difficult
task to find a balance for widely produced feta,
Parma ham or parmesan, the biggest maker of
which is America’s Kraft Foods. The EU intro-
duced GIs and designations of origin in 1992,
securing protection for Greek feta, which means
“slice”, 10 years later when it declared that non-
Greek producers’ use of the term was “fraudu-
lent”.

6,000 year heritage
It is a view echoed by Christina Onassis, mar-

keting manager at the Lytras & Sons dairy in cen-
tral Greece. She describes the unique plants and
microflora of Greece’s mountainous regions and
says feta “imitations” mostly use cow’s milk. “For
6,000 years, Greece has produced continuously
using milk from ewes and goats,” she said. “We
also ripen the cheese for days, which does not
happen in any other feta production.” The issue is
about more than just national pride for near-
bankrupt Greece. Its feta exports rose 85 percent
between 2007 and 2014 to 260 million euros,
and sales to countries outside the EU more than
doubled. US agricultural and trade experts gen-
erally recognize the region-specific terms such as
“Gouda Holland” or “Camembert de Normandie”,
meaning that US producers can still make and
name their own gouda and camembert
cheeses.— Reuters

What’s in a name? US and EU 
battle over ‘feta’ in trade talks
Feta among 1,200 protected EU food, drink names

WASHINGTON: Would a reduction from
five health insurance giants to three trig-
ger a flashing light for regulators con-
cerned about industry competition?
That’s how many big companies could
remain after the proposed combinations
of Anthem with Cigna and Aetna with
Humana, and experts say it would at a
minimum bring close scrutiny of the
deals. At only three companies, “The
agencies’ ears tend to perk up,” said Allen
Grunes, who led merger investigations at
the Justice Department as an antitrust
attorney. “The underlying economic con-
cerns start to really kick in,” said Grunes, a
co-founder and attorney at the
Konkurrenz Group in Washington.

In this case, the Justice Department
will have to pass judgment on Anthem’s

planned $48 billion acquisition of rival
Cigna, a deal that would create the
nation’s largest health insurer by enroll-
ment with about 53 million US patients.
The antitrust attorneys and economists at
Justice will also be examining Aetna’s $35
billion deal for Humana. The question is
whether the mergers would hurt compe-
tition and consumers, making the compa-
nies so dominant that they could push
already high health-care costs even high-
er.  “This will be a very lengthy and compli-
cated process,” said Robert Bell, an
antitrust attorney at Hughes Hubbard.

Health care is one of three major
industries - along with food and energy -
that are especially important to the
economy and consumers, and so they
receive a careful review from regulators,

he said. “I think the government’s going
to be extremely cautious about reducing
the number of major health care carriers
down to three,” Bell suggested. “I would
be very surprised if both mergers were
permitted to go through.” The proposed
deals also are likely to draw the attention
of state attorneys general, he said.
Among the factors the government likely
will examine: What does competition
look like in the markets - in states and for
different insurance products - where the
companies now operate, and how might
that change after the mergers?  How
easy is it for new competitors to enter
those markets? If the number of big
companies is reduced, would new ones

come in to fill the gap?
What is the impact of the health-care

overhaul law on competition in the indus-
try? But health-care policy consultant Dan
Mendelson said that when the Justice
Department monitors review the merg-
ers, they’ll look at them on a local, not
national, level. Health care is local, and the
two proposed mergers don’t involve
much geographic overlap, he said. That
means they wouldn’t create the sort of
consolidation involved in other industries
such as telecommunications, in his view.
“I think by historical standards these
mergers go through,” said Mendelson,
who is CEO of Washington-based consult-
ing firm Avalere Health. —AP 

HARTFORD: A sign for Aetna Inc sits atop a building at the company
headquarters in Hartford, Conn. Health insurer Aetna Inc has made a
deal to buy competitor Humana Inc in a $37 billion deal the companies
say would create the second-largest managed care company. — AP 

PHILADELPHIA: Photo shows the Cigna logo at the headquarters of
the health insurer Cigna Corp in Philadelphia. — AP 

Do 3 big insurers flash red for 
govt? Mergers get close look


