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LONDON: BAE Systems, Europe’s biggest
defence contractor, is still waiting on secur-
ing the new aircraft orders it needs to meet
its annual earnings target, it said yesterday.

In reporting a 3 percent slip in first-half
earnings per share, BAE maintained its fore-
cast given in February that for 2015 underly-
ing earnings per share would be marginally
higher than the 38 pence per share it made
in 2014, depending on whether it secured
“anticipated” new aircraft orders, which are
most likely to come from Saudi Arabia for
the Eurofighter Typhoon.

The company, which generates about a
fifth of its total sales from Saudi Arabia,
needs to sell more Typhoons to Saudi and

other Middle East customers to keep pro-
duction of the jet going beyond 2018.

Saudi agreed to buy 72 Typhoons from
Britain in 2007 but there have been no new
orders for the jet since Oman’s in 2012.  The
Typhoon is a joint project between BAE
Systems with partners Airbus Group and
Finmeccanica. Chief Executive Ian King con-
firmed on a call with reporters that sales
campaigns were underway. “There are a
number of active campaigns and a number
of potential customers and I think we’ve
been clear that the Middle East is an area
where there are requirements,” he said on
Thursday. Meeting forecasts is also depend-
ent on a review of options for a shipyard in

Australia, where it could take a provision,
estimated by UBS analysts to be between 50
to 60 million pounds, if it was to decide to
scale down facilities there. “It’s conditional
on determining with the Australian govern-
ment what the future of the shipbuild indus-
try is, it’s not necessarily about orders, we
need to take a long term view on what they
want as capabilities,” King said.

Analysts at Morgan Stanley said that the
absence of a new order for Typhoon would
be of greater concern than any restructuring
of BAE’s shipbuilding business in Australia.

“Nothing in today’s statement changes
our view that negotiations could yet yield a
positive outcome,” they said on a possible

new Typhoon order.
Saudi Arabia has grown more aggressive

this year in countering Iran across the region
and analysts said that the nuclear agree-
ment struck between Iran and six world
powers to release it from sanctions, could
encourage Saudi to buy more jets.

BAE said overall it had performed well in
the first six months of 2015, reporting under-
lying earnings per share of 17.1 pence,
slightly behind the 17.7 pence it made in the
same period last year but ahead of the con-
sensus market forecast and helped by a
favourable exchange rate. The half-year divi-
dend was increased to 8.4 pence from 8.2
pence last time.  —Reuters

BAE Systems waiting for expected combat jet orders

FRANKFURT: In this Oct. 30, 2014 picture the Deutsche Bank headquarters are photographed in Frankfurt, Germany.
Deutsche Bank’s net profit rose in the second quarter, but legal expenses stemming from investigations of the bank’s past
conduct also increased and the bank’s new co-CEO said yesterday its financial performance was unsatisfactory. —AP

Deutsche Bank says legal 
charges threatens recovery

Quarterly results largely in line with expectations
FRANKFURT: Deutsche Bank’s new boss
hit out at staff in a memo yesterday saying
performance was “nowhere good enough”
after Germany’s largest bank warned that
its turnaround was at risk from heavy legal
charges.

New chief executive John Cryan said
“wasteful” cost increases had gobbled up
revenue. “The status quo is not an option,”
he said in staff memo after the bank
reported a second-quarter net profit of
818 million euros, slightly better than
expected.

The bank set aside 1.2 billion euros
($1.3 billion) for fines and settlements and
said it might not reach its 2020 perform-
ance targets, which include a return on
tangible equity of over 10 percent com-
pared to 5.7 percent now, should fines and
settlements continue to batter its bottom
line.

The results are Deutsche Bank’s first
under Cryan, who took over in July after
the early departure of co-chief executives
Anshu Jain and Juergen Fitschen was
announced.

Investors expect Cryan to lead big
changes at Deutsche, which has been hit
by scandals and fines. Itis the lowest-rank-
ing global investment bank when meas-
ured by its price to book ratio of around
0.6.

“Cryan has a different focus from Jain.
He cares less about market share and
league tables, rather that costs are too
high and there are too many low-yielding
assets on the balance sheet,” analyst Dirk
Becker at brokerage KeplerCheuvreux
said.

Cryan is one of four new chief execu-
tives seeking to overhaul some of Europe’s
major banks, which have taken longer to
recover from the financial crisis than North
American rivals.  They include Standard
Chartered, Credit Suisse , and Barclays.

All face problems with heavy costs and
shifting regulatory sands that have forced
banks to set aside increasing amounts of
capital to meet new safety requirements.

Deutsche Bank is embroiled in a public
dispute with its German supervisor Bafin
over its management controls.

Shrink to grow
As part of a 5-year strategic overhaul

that Cryan has said he will stick with,
Deutsche aims to cut some 4.7 billion
euros more in costs, carve out 150 billion
euros in investment bank assets, sell its
Postbank retail division via a stock market
listing. “Our challenges are also evident in
the unacceptably high level of our costs,
our continuing burden of heavy litigation
charges, a balance sheet that must be
more efficient, and the poor overall
returns to our shareholders,” said Cryan,
who will reveal details of the overhaul in
October.

In the quarter, investment bank rev-
enue rose 23 percent to 4.3 billion euros,
fueled by big gains in income from trading
stocks and bonds. But the division’s results
were flattered by a 213 million accounting
gain in derivatives positions due to hedg-
ing. “Without these one-off effects, bond
trading was weaker than in the year-ago
quarter. The numbers paint a picture that
is anything but rosy,” analyst Ingo
Frommen at bank LBBW, said.— Reuters

reva agrees to sale
of nuke reactor

unit to EDF
PARIS: Atomic energy giant Areva yesterday agreed to sell a
majority stake of its nuclear reactor unit to electricity group
EDF as part of a shake-up of the French sector.

EDF said in a statement that the long-time energy rivals
“signed an agreement of understanding on June 30” under
which the electricity utility will purchase between 51 and 75
percent of nuclear reactor unit Areva NP for an amount valu-
ing the entire affiliate at 2.7 billion euros ($3 billion).  EDF
president Jean-Bernard Levy said other potential industrial
partners had been contacted about buying minority stakes in
Areva BP.  Meantime, Bernard Fontana, former head of Swiss
cement giant Holcim, agreed to take the top spot at Areva NP,
it was announced.  The valuation was less than the four billion
euros Areva had sought for the reactor subsidiary, but will
provide part of the seven billion in financing Areva says it will
need  by 2017.

Areva also said it will seek a further 1.2 billion euros in
funds through internal financing operations, spending cuts
and further assets sales.  But the company acknowledged it
will still fall around 3.4 billion euros short of its funding
requirements, and will therefore still need “a significant capi-
tal increase”, according to company financial director
Stephane Lhopiteau.  The company is now expected to focus
on its uranium mining and nuclear waste treatment activities,
awaiting the necessary cash infusion the French government
previously promised as part of its mandated restructuring of
the country’s energy sector.

Under the accord announced Thursday, Areva and EDF will
also regroup their reactor engineering divisions into a merged
company.

Fukushima fall-out 
Once the world-beating, one-stop-shop in the global civil

nuclear sector, Areva encountered significant financial prob-
lems following the 2011 Fukushima disaster in Japan, as sever-
al countries sought to reduce or even eliminate nuclear ener-
gy, such as Germany’s plans to phase it out by 2022.
Meanwhile, Areva has run into major construction difficulties
with its first EPR reactor in Finland, which is now expected to
begin operating in 2018 — nine years late, and leaving Areva
with a bill for nearly four billion euros ($4.5 billion).

As losses mounted, so did Areva’s debt, which reached six
billion euros at the end of the first half of 2015.

As a result, the French government has been pushing for
greater partnership or a quasi-merger of long-time rivals
Areva and EDF to save a nuclear activity that French Economy
Minister Emmanuel Macron has called “an industry of the
future in France and abroad.”

The French state owns 87 percent of Areva and 84 percent
of EDF.  The sale of the nuclear reactor unit to EDF marks the
end of Areva’s formerly profitable full-service model, which
offered clients all aspects of development ranging from con-
ception and construction to fuel procurement and waste
treatment.

The agreement protects EDF and Areva NP from any fur-
ther losses that may arise from the delay-plagued Finnish
project, or a troubled EPR reactor being completed in
Flamanville, France.—AFP


