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The abolition of liner conferences on the Europe trades is imminent but while the shipping lines
are worried about the sea change in the way their business will have to be run, the impact from
the ruling will, in the near term, be quite limited as rates on the Asia-Europe trades are very
depressed anyway. 
As reported by The Business Times and BDP TrendWatch, the key takeaway from a recent talk

by the Singapore Shipping Association on the “Competition Developments in the EU” was that all
shipping industry players need to be extremely careful. In future, penalties are expected to be
punitive—with a maximum fine of up to 10% of a company's worldwide sales, which could run into
the billions of dollars—and there are many grey areas to contend with. All this will lead to huge
increases in cost to ensure compliance. 
Implications for the various parties involved include much less standardization with all lines

needing to have their own individual tariffs and supplementary charges as well as rules and
regulations, and as a result, much more frequent and flexible changes. While this should
theoretically make the market much more competitive and sensitive to prevailing conditions, it
could also have the effect of making it very difficult for shippers because they will now have to
negotiate separate contracts with every individual line.
The smaller Asian shippers in Singapore for example, with lower volume and therefore less

bargaining power, may find themselves in a tough position as a result of this, said K Line
managing director Kenichi Kuroya, one of the speakers at the talk. These shippers should seek
positive dialogue with the lines ahead of the October 18 deadline so that they will be in a good
position and not lose out to the bigger players in Europe who might be able to enjoy a big discount
because of their dominant size, which also allows them to exert relatively greater pressure on both
forwarders and the lines. 
On the tramp or non-liner side of the shipping business, the dynamics are a little different. With

the scale of commodities groups getting every larger, typically less than 10 customers now
represent 80% of Torm's business compared to 40 or 50 customers 10 years ago, said Torm
Singapore president and CEO, Esben Poulsson. “Here, it does not just boil down to the lowest
price but the size and capacity of the operator to deliver the volume and quality of service that is
required by the customer.” 
The goal of the new ruling to increase competition and ensure that society pays the right price

for shipping services is a good one but how the EU Commission is going about putting it into effect
is puzzling,” he added. “All of us in shipping have always felt that competition is a good thing
because it keeps you on your toes,” Mr. Poulsson concluded.
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A unique set of circumstances comprising escalating
financial market turmoil, low consumer confidence as well as
rising inflation and commodity prices has rapidly changed
the container shipping environment and individual container
shipping companies must take urgent action to counter the
effects of the current downturn, said NOL container line arm
APL's greater China president Dan Ryan at the 2nd
Containerisation and Liner Shipping China conference held recently in Tianjin.
As reported in The Business Times and BDP TrendWatch, Ryan urged individual carriers to take

urgent action to return excess tonnage to the charter market, rationalize and even suspend some
services, moderate growth aspirations and have strong resolve to pass along high bunker costs to
customers. “If we fail to take action, the industry could see a more significant downturn than we
have seen in many years,” he warned.
Delivering the keynote address, Ryan said: “Global economic conditions have shifted

dramatically this year.” He pointed out that the economic slowdown had even hampered the
demand for China's products in major consuming markets such as the US and Europe, and as a
result, slowed China's industrial output growth.
Ryan said the negative macroeconomic picture was compounded by “a materially different” cost

environment—with fuel prices still at historical highs despite recent adjustments and fuel costs now
accounting for more than 70% of total ship operating costs in the Transpacific trade compared to
40% four years ago. “While fuel prices have come down recently, they are still at remarkably high
levels. Great headway has been made in fuel recovery—particularly in the Transpacific—but
continued recovery efforts are essential. Fuel will continue to impact the way we serve our
customers and the financial returns we achieve.”  
He said that a bright spot for container shipping was the continued growth in the intra-Asia

trades. “Trade between China and other Asian countries continues to grow robustly. This illustrates
the growing wealth in many Asia nations as well the impact of the dynamic Middle East markets.”
The situation in the Asia-Europe trade was “precipitous” however, he added, with the speed of the
downturn catching the industry off guard.
Containerized imports at California’s ports dropped sharply in September in what should have

been the busiest month of the year, The Journal of Commerce reported.
Since the ports of Los Angeles, Long Beach and Oakland handle more than 40 percent of US

imports from Asia, it is obvious that the 2008 peak-shipping season will be a bust. Imports in Long
Beach plunged 15.8% compared to September 2007. Imports dropped 9% in Los Angeles and
5.7% in Oakland. September and October are the two busiest months of the year in the
eastbound Pacific, when retailers import much of the merchandise that they will sell during the
holiday shopping season.
"However, the outbound trade ex the USA remains strong," said Thomas Keene, Vice President

of BDP Transport. “Vessel operators still have an advanced booking forecast of 3-5 weeks out,
depending on the carrier. Of course, that could change quickly as the credit crisis works its way
into the shipping community.” (See “What will be the impact of the current credit crunch on ocean
shipping?” article in this newsletter.)
“Equipment is more readily available today versus the first half of 2008,” Keene added. “And

once load factors dip, it should result in some form of rate erosion.”

Meanwhile, shipping lines are reducing their capacity in the trans-Pacific trade by about 15%
during the slack season, says a report in The Journal of Commerce. The slump in imports from
Asia that took place this year is likely to be repeated in 2009, and round-trip freight rates in the
eastbound Pacific are non-compensatory, so carriers have no incentive to increase capacity next
year, said Rick Wen, vice president of business development at Orient Overseas Container Line
(USA). Wen, who addressed West Coast freight forwarders and customs brokers over the
weekend, said all-water services from Asia to the US East Coast could take the biggest hit
because of the high cost of operating those vessel strings.
Containerized imports from Asia have fallen about 7% in 2008, due to the weak US economy,

the collapse of the housing sector and the deepening credit crisis. Economists believe conditions
could remain bleak in 2009.
As in past years, carriers are reducing capacity for the traditionally slow winter season. While

capacity cuts are normal this time of year, carriers in the past always returned the ships to service
the following spring when cargo volumes began to pick up. Carriers often increased capacity
further with the approach of the autumn peak shipping season. Next year, however, could be
another slow year, especially if the US housing sector does not rebound, because 25% or more of
what shipping lines carry from Asia is in some way related to housing.
Wen noted that all-water services to the East Coast require twice the number of ships that are

deployed on services from Asia to West Coast ports. Vessels operating in all-water services
average about 4,000 TEUs in capacity, which is half the size of the 8,000-TEU ships that are
common now in services from Asia to Los Angeles-Long Beach. Also, the distance of all-water
services is almost twice that from Asia to West Coast ports.
Carriers in the coming year will attempt to reduce their operational costs by matching capacity

with demand, returning chartered vessels to their owners and slowing down the speed of vessels
in order to conserve fuel.
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“Equipment is more readily available today versus the first half of 2008.
And once load factors dip, it should result in some form of rate erosion.”
Thomas Keene, Vice President - BDP Transport

 



Global trade downturn hits shipping industry 
The psychology of fear is rolling out across the globe as credit markets
seize up, and it's affecting global trade, which has grown at double-digit rates since 2003.
According to the American Institute of Marine Underwriters (AIMU), trade won't come to a
standstill: it can't, because so much of US and European industrial and consumer production has
been outsourced to China and Asia, and one way or another, consumption will continue.  
But the shipping industry that carries those products to Western markets will suffer. Big US

retailers already have cut their rates of restocking to the bone, AIMU said. Port Tracker, a monthly
publication of the National Retail Federation has confirmed what everyone in the industry knows:
the pre-holiday peak season will be weak. A visit to almost any big-box store in the USA confirms
that retailers are keeping inventories to a minimum and not reordering until their shelves are close
to bare. Any more shocks to consumer confidence such as the events of the last few weeks will
further cut into retail sales and import volumes.  
“The psychological impact of this crisis on consumer demand will hurt the container shipping

industry because about 70% of containerized cargoes are consumer goods,” said Philip Damas,
division director of Drewry Supply Chain Advisors in London. Economists are revising their
forecasts for containerized trade downward in the wake of the financial implosion.  

Uncertain seas
Last year, the basic price of shipping a large container of goods from Asia to Europe, the world's
busiest route, was US$2,800. Recently, with demand plunging amid a worsening economy, that
price was an unprofitable $700, The Wall Street Journal said. Hit by the global economic downturn
and a financial meltdown that promises an even sharper drop in once-hot trade flows, container-
shipping companies are cutting routes and capacity to stem a sudden flow of red ink. Making their
plight worse, the container shippers during boom times ordered fleets of new vessels for as much
as US$50 million apiece that are getting delivered only now—just as business dries up.  
Analysts say companies likely will try to cancel their orders, sell the ships, or even convert them

to tankers or cruise vessels. The plight of the US$150 billion container-shipping industry shows
how the credit crunch and global downturn have caught up to companies that make investment
decisions years in advance.  The past 10 years were a gold rush for shippers. China joined the
World Trade Organization and sold hundreds of billions of dollar of goods to European and
American consumers, who were enjoying low interest rates and steady economic growth.
Factories relocated to Asia, stretching supply chains around the globe.  Oil was cheap, ships were
relatively scarce and shipping prices soared. Freight-shipping prices are notoriously volatile,
depending on weather, ever-changing capacity and shifting trade flows.  But the recent slide is
unprecedented, analysts and shipping-company executives say. 

Shipping will not be immune
Shipping needs to brace itself for a downturn in world trade and demand for maritime services as
a likely consequence of the global economic crisis, London's leading marine insurers have warned
in Lime Street.  As reported in Lloyd's List, ship owners meeting in the City for an industry event
were warned by marine mutual and hull insurance specialists that shipping does not operate in a
“vacuum” and must prepare itself for a significant impact from the global financial turmoil.  
Along with the knock-on effect of the global financial crisis on the world economy, marine

insurers have the added disadvantages of being exposed to claims volatility, declining investment
income, rising reinsurance costs and an increasingly adverse regulatory environment. The real
nightmare scenario for the P&I clubs will be if there is concurrence of adverse factors, such as
rising claims, rising reinsurance costs and a dive in investment income. 
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International airfreight traffic dropped 2.7% in August as a slowdown in air shipping deepened
around the world, according to an International Air Transportation Association report in The Journal
of Commerce.
Weaker demand in the Asia-Pacific region led the decline, with freight traffic in the region off

6.8% compared to the same month last year. Capacity there was down 3.5% in August, an
ominous sign because the pullback in aircraft comes as air carriers normally would be scaling up
for the fall peak shipping season. The overall decline in August marked the third straight monthly
drop in global freight traffic measured by IATA. 
The smaller Latin American air shipping business also fell sharply, sliding 13.2% in August and

extending the region's yearlong decline. European air freight was down 0.9%, while North
America, where domestic U.S. carriers have put more capacity into international service, defied
the trend with a 0.8% advance in August. 
Overall, international air freight in the first eight months of 2008 was up 1.2% over the same

period last year, IATA said.
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By Allan D. Kline, BDP Risk Manager - Transportation

Bills of Lading were commonly employed in the thirteenth century. They may have accompanied
bills of exchange which were used as instruments of credit in order to economize in the shipment
of specie. Freight charges are stated in this contract. 

April twenty-fourth in the year of the Incarnation of the Lord 1248. 
We, Eustace Cazal and Peter Amiel, carriers, confess and acknowledge to you, Falcon of Acre and
John Confortance of Acre, that we have had and received from you twelve full loads of brazil wood
and nine of pepper and seventeen and a half of ginger for the purpose of taking them from
Toulouse to Provence, to the fairs of Provence to be held in the coming May, at a price or charge
of four pounds and fifteen solidi in Vienne currency for each of the said loads. And we confess we
have had this from you in money, renouncing, etc. And we promise by this agreement to carry and
look well after those said loads with our animals, without carts, and to return them to you at the
beginning of those fairs and to wait upon you and do all the things which carriers are accustomed
to do for merchants. Pledging all our goods, etc.; renouncing the protection of all laws, etc. 
Witnesses, etc. 

Source.
From: L. Blancard, ed., Documents Inédits sur le Commerce de Marseille au Moyen Age,
(Marseilles: Barlatier-Feissat, Pere et Fils, 1884), Vol. II., p. 109; reprinted in Roy C. Cave &
Herbert H. Coulson, eds., A Source Book for Medieval Economic History, (Milwaukee: The Bruce
Publishing Co., 1936; reprint ed., New York: Biblo & Tannen, 1965), pp. 159-160.

Scanned by Jerome S. Arkenberg, Cal. State Fullerton. The text has been modernized by Prof.
Arkenberg

One would think that after all this time everyone would understand the Bill of Lading (B/L) and all of
its variations. Unfortunately, commerce and politics have made the B/L a complicated document
that often is misused and misunderstood.
A B/L is a document issued by a carrier to a consignor acknowledging that goods have been

received in good order and in the quantity specified by the consignor. It also lists the consignee,
place of delivery, mode or modes of transportation, weights, description of goods, and other
valuable information. A B/L is a contract of carriage between the issuing carrier and the consignor
of the goods.   
There are two basic types of Bills of Lading, the Straight Bill and the Order Bill. The Straight Bill

is consigned to a specific party, the consignee, and is not negotiable. This means that the carrier
can only deliver the cargo to the party named on the B/L as the consignee. This B/L cannot be sold
or traded and does not represent title to the goods.
The Order Bill uses express words to make the bill negotiable such as “delivery to John Doe or to

order or assigns.” The right to take delivery of the goods can be transferred by John Doe to any
other person and that person by physical delivery of the bill accompanied by adequate evidence of
John Doe's intention to transfer ownership to another party. Another variation of the Order Bill is the
Bearer Bill of Lading, this bill states that delivery of the goods shall be made to who ever holds or
presents the bill. 
There are many variations on the two basic forms, designed to meet specific needs in the market

place, changing modes of transport, i.e. Air Cargo and Containerization, as well as changes in
political and economic requirements, and the development of the Internet and electronic data
transfer. Regardless of the form that the B/L takes it is important to understand not only the
purpose of the B/L but the terms and conditions that accompany it.
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The Chinese milk-safety scandal exposes one of the pitfalls of a key strategy of the world's big multinational
food companies: relying on local suppliers in emerging markets.
A few weeks ago, according to The Wall Street Journal, Anglo-Dutch consumer goods company Unilever

NV recalled four batches of Lipton Milk Tea in Hong Kong and Macau, which were found to contain the
industrial chemical melamine. Just prior to that, H.J. Heinz said it would stop using milk from China in the
baby food it sells on the mainland and in Hong Kong. Nestlé SA, the world's biggest food company by sales,
said it is examining its procedures for buying milk in China, where it relies on a network of individual farmers.
Candy maker Cadbury also began pulling products made at its Beijing plant from store shelves across

Asia after finding traces of melamine in its chocolate. In recent weeks, companies like Cadbury had found
their products and operations to be free of the contaminant, but now are finding minute amounts, adding to
consumer jitters.
The problem shows how big food companies can struggle to impose food-safety standards on suppliers in

the developing markets they increasingly rely on for sales growth. The companies can test their own
factories and then later find problems with ingredients introduced earlier in their supply chains. Some are
seeking to address that challenge by conducting quality checks on local suppliers or by using Chinese
suppliers who own their entire production chains.
Chinese milk tainted with melamine, a chemical used in making furniture and other goods, has killed

several children and made more than 54,000 sick in recent weeks. The US, European Union, India, South
Korea and others have recalled or banned products as a result.
Part of the confusion appears to be that different tests produce different results. For example, Indonesia's

Ministry of Health said its tests had found melamine in 12 types of products sold there, although one of the
manufacturers questioned the findings, saying the Indonesian results don't match tests by other Asian
governments that have cleared its products. 
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In the waters of the Adriatic, some 40 kilometers (25
miles) south of Venice, a new structure is being
installed. As tall as a 10-storey building it will be
connected to the shore by a 15-kilometer pipeline. It is
a regasification terminal, which will take deliveries of
liquefied natural gas (LNG) and turn it back into a gas
before pumping it ashore—and it is the first such plant
to be located at sea. That has allowed its owners,
Exxon Mobil and Qatar Petroleum, and Edison, a local
utility, to avoid the permitting problems that have hampered regasification projects in crowded
countries such as Italy. Such innovations are helping the LNG business to grow dramatically—
but they are also changing it in unpredictable ways, says the Economist.
Natural gas is cleaner than other fossil fuels, and gas-fired power plants are relatively cheap

to build, prompting an increase in gas by European and American utilities in recent decades.
Demand for gas is still growing in rich countries, even as their thirst for oil has faltered. But
domestic supplies have been shrinking. Europe, in particular, is becoming ever more dependent
on gas imported by pipeline from Russia.
That is where LNG comes in. It allows producing countries to profit from “stranded gas”

located far from big markets, and lets consuming countries diversify their supplies. The gas for
the Adriatic terminal will come by ship from Qatar. Another 14 countries, from Indonesia to
Equatorial Guinea, export LNG; while 18 import it. Although global gas consumption is growing
by 2-3% a year, according to Royal Dutch Shell, demand for LNG is growing by 7-10%. It now
accounts for a quarter of the international trade in gas.
The International Energy Agency (IEA), expects LNG trade almost to double between 2006

and 2015, to 393 billion cubic meters a year. But regasification capacity is growing much faster.
Existing terminals can take in 617 billion cubic meters a year, says the IEA, and others under
construction should increase that to 846 billion cubic meters by 2010.
“There is a huge involvement by the Government of India in building large LNG Terminals in

that country,” said M. Pavithran, Managing Director of India-based Unique Global Logistics, a
BDP/Project Logistics partner. “The one recently completed is the Dutch Shell LNG Terminal at
Hazira (West Coast of India), a Shell (Dutch)-Total (France) joint venture, while another is by
PETRONAS at Dhahej, also in the same area. “Recently, another LNG Terminal project was
begun at Cochin (India) by Petronet, jointly with Government of India.”   
There is also a concerted effort by the Indian Government to extract gas from the coal block

areas, M. Pavithran stated. “Companies from around the world are strongly bidding for the
exploration license for these CBM (coal bed methane) and oil and gas exploration blocks,” he
said. India's latest find of gas on the East Coast of India, particularly at Krishna-Godavari (KG
Basin), has provided great potential for gas production. “Companies such as Reliance
Industries, ONGC, GSPC & Cairn Energy and others, have active production and exploration
field in these locations,” he added.
Energy firms have found clever

ways to overcome permitting
problems, beyond putting terminals
offshore. One trick is to build
plants just over the border in a
more welcoming country: Sempra,
an American firm, has built a
regasification plant in Mexico, just across the border from California, where regulators have yet
to approve such a facility. Excelerate Energy, an American firm, owns LNG tankers that can
regasify their cargoes on board, and then send the gas ashore through pipelines-another way to
avoid building a big onshore plant. 
The price LNG will fetch depends on supply as much as demand. Technological innovations

might yet make it cheaper to produce. Shell, for example, hopes to build offshore liquefaction
plants that could be towed from one gasfield to another, dramatically reducing overheads. Other
firms plan to ship compressed, rather than liquid, gas—a less capital-intensive process that
might make smaller fields profitable.
Meanwhile, America has recently reversed a steady decline in domestic gas production,

thanks to new technology that allows firms to tap previously inaccessible gas trapped in coal,
shale and some types of sandstone. Gas production in America grew by 4.3% last year, and by
9% in the first quarter of this year. This unexpected spurt will delay America's emergence as a
big importer of LNG by a decade. Firms in Australia and Canada are rushing to adopt the same
technology. Any country with lots of coal, including China, India, Russia and much of Europe,
should be able to increase gas output in the same way. Several firms in Australia even plan to
use such gas to make LNG.
M. Pavithran of Unique Global Logistics, BDP/Project Logistics partner in India and on a

global basis, has a logistics team which specializes in the oil and gas industry. UGL provides
integrated project logistics services, including equipment moves for LNG construction and
production, oil rig support services for oil exploration and production companies, production
platform support logistics, and equipment handling and freight management.

For more information, contact Elizabeth Parke at
elizabeth.parke@bdpprojects.com or 1-281-233-4777

Offshore terminals and other approaches could promote
greater trade in LNG

SECTORS

South Korea has agreed to import natural gas from Russia for 30 years starting in 2015, part of a
US$102 billion bilateral gas and chemical deal, says a report in The Wall Street Journal. State-
run Korea Gas Corp., known as Kogas, and Russian state gas company OAO Gazprom signed a
memorandum of understanding for Kogas to import 10 billion cubic meters of gas annually for 30
years, the South Korean energy ministry said Monday. That part of the deal is valued at US$90
billion, the ministry said.
The gas will be equivalent to about 20% of the country's projected gas demand in 2015. South

Korea currently imports most of its natural gas from the Middle East and Southeast Asia. South
Korea plans to construct a gas pipeline connecting Vladivostok, Russia; North Korea and South
Korea. If the pipeline plan isn't realized, South Korea will review a plan to import the same
amount of natural gas from Vladivostok in liquefied natural gas or compressed natural gas form,
the ministry said.
As part of the deal, Kogas has proposed that it and Gazprom jointly build a five-million-ton LNG

plant and a chemical plant near Vladivostok which can annually produce one million tons of
polyethylene and 500,000 tons of polypropylene. The proposal includes jointly running and selling
products from the plants. The time frame and details haven't been worked out yet.

South Korea, Russia reach natural gas deal

China, the world's biggest coal producer and consumer, has boosted stockpiles of the fuel. The
country gets almost 80% of its electricity from coal and is experiencing its sixth year of power
shortage. The Chinese government has asked coal producers to increase deliveries to power
stations to ease the crisis.
Power shortages in the world's fastest-growing major economy were caused by a deficit of coal

supplies after the government closed small mines to help cut pollution. Reduced coal supplies
prompted prices to rise to records, forcing power utilities to cut generation as raw material costs
escalated. The government earlier this year capped coal prices at mines and ports and increased
on-grid power prices twice, in July and August.

China increases power-station coal inventories

Thailand has asked Japan to help build its first nuclear power plants as Southeast Asia's second-
biggest economy seeks to reduce reliance on gas, oil and coal. Thailand plans to complete a
2,000 megawatt-nuclear power station in 2020 and a further plant with the same capacity the
following year. The country wants to cut dependence on natural gas, which accounts for more
than 70% of its power generation. Japan operates 55 reactors.

Japan to aid Thailand in building its first nuclear 
power plants

Ene r g y

“There is a huge involvement by the
Government of India in building large LNG
Terminals in that country.”
M. Pavithran, Managing Director - Unique Global Logistics,
a BDP/Project Logistics partner

 



The scramble for raw materials is changing the shape of the worldwide steel industry: Iron-ore
miners are becoming steelmakers, and steelmakers are becoming ore miners. The trend toward
controlling production from the raw materials to finished product, known as vertical integration,
goes back to the way the steel industry operated decades ago, when it was common for
steelmakers to own their own mines. In the US, the practice fell by the wayside in the face of
competition from foreign steelmakers. 
The swing back toward vertical integration is most evident in Brasil, which has vast reserves

of iron ore that remain either untapped. Not long ago, steelmakers and miners have announced
major investments in Brasil's fast-growing economy. ArcelorMittal said it would pay US$810
million for the Brasilian iron-ore assets of Oslo-listed London Mining and agreed to develop a
port facility to ship iron ore, while a consortium of Japanese steelmakers joined the bidding fray
for a collection of Brasilian mines owned by Cia. Siderúrgica Nacional. Also interested are
steelmakers from China, India and Russia.
Brasil's Cia Vale do Rio Doce, the world's largest iron-ore miner by volume, plans to build a

US$5 billion steel complex. The mill, to be completed by 2013, would have about 2.5 million
tons of capacity, with most of the output targeted for domestic use. Several other smaller iron-
ore producers have indicated they also want to move into steel production.
Vale also announced it was building an aluminum plant in Brasil so it could feed that new

plant with the bauxite from its mines. It is also investing in joint ventures with steelmakers. In
April, the miner signed a memorandum of understanding with a large Japanese steelmaker, and
a South Korean-based mill, to construct a steel-slab plant in Brasil.

Miners want an increased share in the increased demand
for steel 

SECTORS
M in i ng
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China has become the main engine of the world economy, accounting for one-third of global
GDP growth in the first half of this year. Compared with many other emerging economies, notably
Brazil and Russia, which have recently suffered big capital outflows, China has so far largely
shrugged off the global credit crunch, according to an AP report. However, export volumes have
slowed; the growth of industrial production dropped to a six-year low in the 12 months to August;
car sales fell by 6% in the same period; and China's property boom is in trouble.
Some of the recent slowdown reflects the temporary closure of factories around Beijing during

the Olympics. Yet the underlying economy has also weakened, especially in the housing
market. Property sales in big cities have shrunk by around 50% over the past year. In Shenzhen
prices of new luxury apartments have fallen by up to 40%. Average prices nationwide have
started to slide, although they were still up by 5.3% in the year to August. Falling sales and a
rising stock of new homes mean that prices are set to decline in more cities in 2009. 
Inflation, which had been its main concern, fell to 4.9% in the year to August from 8.7% in

February. This was largely thanks to lower food prices, but the growth in money supply has also
slowed. Goldman Sachs forecasts that inflation will fall to 1.5% in 2009, which gives the central
bank scope to ease monetary policy. Interest rates were cut for the second time in a month on
October 8th, to 6.9%, and the government is expected soon to ease credit controls, especially
for property.
China's GDP growth slowed to an annual rate of 10.1% in the second quarter of this year,

from 12.6% a year earlier, and most economists expect it to drop to 8-9% in 2009. But this
slowdown should partly be welcomed, because the economy had been exceeding its speed limit
for several years. China's growth next year will come entirely from domestic demand, as its
trade surplus shrinks. If the global downturn forces China to switch the mix of growth from
exports to consumption, it would also help to make its future growth more sustainable. 

Is China well placed to cushion a global downturn?

Wal-Mart recently signed collective-bargaining agreements with workers in two provinces, but
further agreements covering all 50,000 of its local employees in China are a foregone conclusion,
says The Economist. The financial terms of the contract are of only minor importance. Far more
important are the other implications of Wal-Mart's new ties to the All-China Federation of Trade
Unions (ACFTU), a monopoly that claims 193 million members and is deeply intertwined with
China's government and Communist Party. 
Like it or not, Wal-Mart now has a business partner, and if it wants to close stores, lay off

employees, or change other aspects of its business such as operating hours and work quotas
(what employees are expected to accomplish), that partner must be consulted.
In January, China imposed one of the most far-reaching labor laws in the world. It included

provisions requiring firms to consult employees on "material" work-related issues. Some
companies responded by forming in-house workers' groups, but the ACFTU objected, claiming
that this amounted to the creation of an alternative labor union, and was thus illegal. Instead, it
has used the new law as the basis for a huge registration drive by the ACFTU that began in
June and is intended to sign up 80% of the largest foreign companies by the end of September.
And that, in turn, is a prelude to the stated goal of having trade unions in all of China's non-
state-owned companies by 2010. Moreover, unrelenting pressure is applied to convince
companies to sign up.

Will overseas companies have to go union in China?

In Dongguan, a city of some seven million people situated 90km (56 miles) north of Hong Kong,
factories abound producing everything from furniture to car parts, helping to fuel China's
economic boom. But a closer look shows a thriving community of Brasilians, estimated to
number 3,000, most of them working in the footwear industry.
Chinese firms undermined Brasilian producers at the cheaper end of the market, thanks to the

abundance of cheap labor, but the know-how and craftsmanship needed to make fancier shoes
were in shorter supply. This encouraged a slow trickle of skilled Brasilian production controllers
and sewing technicians, some armed with advanced degrees in tanning, to cross the ocean and
take their skills and knowledge to Chinese companies.
Brasilians in other professions have followed the shoe specialists to provide supporting

services, such as running restaurants or teaching their compatriots' children in Portuguese.
Dongguan's Brasilian community is now China's largest, twice the size of Shanghai's and
almost triple the size of that in Beijing. Brasil's foreign—affairs ministry plans to open a
consulate in the nearby provincial capital, Guangzhou, this year so that it can serve its citizens
better. In the past two Brasilian presidential elections, a polling station was even set up in
Dongguan—a novelty for local Chinese.
But the march of globalisation continues, and it is now putting pressure on Dongguan's

factories to cut costs. Some shoemakers are shutting factories and moving further inland or to
cheaper parts of Asia. For firms already farming out production to distant factories, this is not yet
a big problem. But the Brasilians moved once before, and they could always move again.

China’s largest Brasilian community enjoys the benefits
of globalization

Growth in Chinese imports has slowed for a second consecutive month, adding to signs the
nation's appetite for raw materials might not be as extensive as once thought.
Imports of goods in September were up 21.3% in US dollar terms from a year earlier, China's

customs agency said recently. That compared with a 23.1% gain in August and 33.7% in July.
For the months at the beginning of 2008, year-on-year import growth averaged nearly 30%.
At the same time the pace of imports is slowing, growth in export shipments remained largely

stable. Customs figures showed a 21.5% year-on-year gain in September versus 21.1% in
August.
The surge in commodity prices early this year added substantively to China's import bill, so

the recent decline in global commodity prices is likely responsible for some of the slowdown.
But the numbers also seem to reflect a cooling of China's domestic economy. Steel production,
for example, has slowed sharply and the level of new construction has dropped.
Just as China's boom drove some of the rise in raw-material costs, reassessments of likely

Chinese demand during a potential global recession have also contributed to the recent fall in
world prices. While China's overall economic growth is generally expected to slow only to near
9% this year, compared with more than 10% in recent years, that could still mean significantly
reduced demand for commodities.
Those price declines and the weakness in China's imports have had another consequence:

the renewed expansion of the nation's already-huge trade surplus.
And with the economic outlook for China's big markets of the US, Europe and Japan all

worsening, analysts expect exports to slow more sharply in coming months.
That, in turn, could feed into further weakening of import demand, as much of China's imports

are parts and raw materials used to manufacture goods for export.
Energy demand, at least, doesn't seem to be dropping. Partial figures released by 
Customs suggest China imported about 15 million tons of crude oil in September, which would

be in line with recent growth trends.

Pace of China's imports slows
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According to Namaste, the American Shipper's profile of trade between North America and the
Indian Subcontinent region, the India-to-Europe trade might be in for some choppy waters come
October.
The same rule that applies to conferences that govern trade between the Far East and

Europe also applies to those from India. That means, no collective rate setting, no collective
surcharge setting, no collective discussions on capacity. In August, it was  reported that rates
from India to Northern Europe have increased from US$1,400 in January to US$1,600 more
recently. Without the benefit of the India Pakistan Bangladesh Ceylon Conference, how rates
will react is an unknown.
Although rates will come down, will they swing more wildly than in other trades? There are

about 12,000 TEUs moving from India to Europe each week, and the volume is growing fast as
carriers provide new capacity and ports on India's West Coast ramp up their ability to handle
more cargo. Rail links between Delhi and Mumbai and Mundra also help. As of Aug. 27, there
were 15 services, most operating weekly, between Indian and European ports, according to
ComPair Data (the most recent India/Europe report is available from Namaste). 
As activity increases, the conferences are disappearing, which could have a profound effect

on the way shipping lines invest in India. “Shipping is a highly capital intensive business,” said
S. Hajara, chairman and managing director of the Shipping Corp. of India. “Unless and until
there is stability in income and freight rates, no player will come forward and make
investments.”

It is likely every carrier will have to redefine how they look at India-Europe trade in the
upcoming months, and that will change the landscape for shippers. 

Click Here to return to
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India-Europe rate shake-up

In cities throughout India, the pace of business growth is significant for the country's highways,
railroads, airports and buildings. And nowhere is there a larger impact on India's supply chain
than through the construction of thousands of miles of rail track linking the country's four major
cities and its two biggest ports.
Today, India's railroads are running well over design capacity, as passenger and cargo traffic

continue to grow. Although dedicated rail freight corridors are scheduled to come into operation
by 2012, Indian Railways' capacity utilization is more than 100 percent. A victim of aging, the
average speed of freight trains is 20 to 24 kilometers per hour. That's makes guaranteeing
transit times or providing reliability almost impossible. All this while rail container volume grows
16% annually.
The planned investment by Indian Railways over the next five years is greater than the total of

all investment in the past 50 years. And nowhere is this more noticeable than in the dedicated
freight rail corridors being built to link Mumbai, Delhi, Kolkata and Chennai.

Slow going on India's rails
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Already the world's twelfth largest economy, Brasil is a market in
the midst of significant economic expansion, with anticipated growth
of 5.8% for 2008. In recognition of Brasil's anticipated 5.8%
economic growth and the need for supply chain processes to
support it, AMR Research, in collaboration with the COPPEAD
School of Business of the Federal University of Rio de Janeiro,
recently completed the first joint survey of supply chain technology

spending intentions for the Brasilian market. With revenue ranging from US$100M to well over
US$1B, 108 Brasilian companies participated in the study. 

Survey results highlight common and unique characteristics of the Brasilian supply chain
technology market: 
1. Brasilian companies are as likely to buy supply chain technologies as US and European

counterparts.
2. Brasilian companies are also much more aggressive in using supply chain technologies to

drive top-line growth.
3. IT cost savings are secondary to supporting business process innovation and service-level

improvements.
4. Supply chain hardware and application infrastructure spending by Brasilian companies is 20%

higher than in Europe and North America, signifying deeper overall growth.
5. Brasilian companies are entering into the collaborative phase of supply chain process

evolution. 

Brasilian spending intentions comparable to North American and European enterprises. Over two-
thirds of Brasilian companies surveyed said spending on supply chain technologies will increase in
2008, which is similar to responses in other geographies. Service companies indicated the most
aggressive growth: retailers, third-party logistics (3PL) providers, and wholesale distributors were
almost unanimous that spending would increase at 91% in 2008. 
Top-line growth big influence on supply chain technology investments. Cost containment ranks

high on the priority lists of Brasilian supply chain managers. Increased productivity and reduction
of material costs were rated as the top two contributions supply chain management could make to
help meet corporate profitability goals. 
Responses to the survey, though, also reflected the unique growth opportunities found in an

emerging market such as Brasil. When asked what the top two business priorities were for the
next 12 months, increased profitability and market share were the overwhelming choices. When
contrasted with US and European responses to the same question, Brazilian supply chain
managers see themselves as much more invested in top-line revenue growth than those in other
parts of the world. 
Brasilian IT executives prioritize service and innovation.When compared to their counterparts in

North America and Europe, Brasilian IT professionals differ significantly in their priorities and
strategic goals. While IT executives in other regions cited cost savings as the top priority for the
next 12 months, Brasilian IT managers called out improving service levels followed closely by
enabling business process innovation as the most important priorities. This was true regardless of
industry or company size. 
Brasilian supply chain models moving from anticipation to collaboration. Brasilian companies

have moved from the reactive to the anticipatory stage, where companies, mostly focused
internally, use planning and forecasting techniques to determine demand for their products. There
are indications companies are moving to the next stage, collaboration, which requires a rethinking
of supply chain processes and, of course, the technologies to support them. 

Last November Petrobras, Brasil's state-controlled oil giant, announced that it had found between
5 billion and 8 billion barrels of light, sweet crude in a field called Tupi, wedged under a layer of
salt deep beneath the floor of the Atlantic Ocean. In an Economist article, it was stated that there
is a strong presumption of more oil in other “pre-salt” fields. The first barrels of oil were due to
emerge from the new fields last month.
Yet just as Petrobras has struck a bonanza, Brasil's government is debating whether to create a

new, wholly state-owned, oil company to maximize its profit from the new fields. But much of
Petrobras's new stature and success comes from the decision of a previous government to float
60% of its shares on the stock market and to open up the oil industry, allowing foreign firms in as
partners and competitors.
At the moment, the government takes a royalty of up to 10% of the value of oil and gas. In

addition, there is a second tax linked to production. Much of this second levy goes to the states
where the oil is—mainly Rio de Janeiro. On top of this, the government reaps dividends from its
40% share in Petrobras, which is the fifth-largest company in the Americas by market
capitalization.
A government committee is looking at how best to increase the state's oil take, and will give

some preliminary findings on September 19th. One of two options seems likely. First, as has been
suggested by President Luiz Inácio Lula da Silva and by his energy minister, the government
could create a new company that would partner any firm (including Petrobras) exploring in the pre-
salt areas that have yet to be auctioned. Second, taxes on profits could be raised for new
concessions. 
Officials argue that since drilling in the pre-salt is now almost certain to yield oil, the rewards for

investors in new blocks should reflect this lower exploration risk. That is in itself not unreasonable.
But there would be several dangers in completely rewriting the rules. Though Petrobras is
relatively lean, any new state company might quickly become puffed up by political appointees.
Also, the government might be tempted to revisit existing contracts, which would be bad for
confidence and disastrous for Petrobras and its partners (Britain's BG Group has a 25% stake in
Tupi and Portugal's Galp Energia 10%). And shutting out Petrobras's outside shareholders might
scare off foreign investors from Brasil in general. The company's board is chaired by Dilma
Rousseff, Lula's chief-of-staff and possibly a candidate for a presidential election in 2010.
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The state of supply chain technology adoption in Brasil    

Is Brasil’s government changing the rules on oil exploration?
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China is set to overtake the US next year as the world's largest producer of manufactured goods,
four years earlier than expected, as a result of the weakening US economy. The great leap is
revealed in forecasts for the Financial Times by Global Insight, a US economics consultancy.
According to the estimates, next year China will account for 17% of manufacturing value-added
output of US$11.8 trillion and the US will make 16%.
Last year the US was still easily in the top slot and accounted for a fifth of the total. China was

second with 13.2%. John Engler, president of the National Association of Manufacturers, a
Washington-based trade group, played down the effect of the projections. It was "inevitable" that
China would take over on account of its size, he said. "This should be a wholesome development
for the US, for it promises both political stability for the world's largest country and continuing
opportunities for the US to export to, and invest in, the world's fastest-growing economy."
The data underline the surge of China's manufacturing-led economy in the past 20 years. In

1990, before economic reforms began to work, it accounted for a meager 3% of global
manufacturing. Manufacturing accounted for just 17.5% of global gross domestic product in 2007,
but much activity in the considerably larger area of services, for instance in retailing, distribution,
transport and communications, depends on it. The expected change will end more than a 100
years of US dominance. It returns China to a position it occupied, according to economic
historians, for some 1,800 years up to about 1840, when Britain became the world's biggest
manufacturer after its Industrial Revolution.
Global Insight counts manufacturing production for countries—including the activity of foreign-

owned companies and local ones—as value-added output. Value-added data are arrived at by
subtracting "inputs"—such as purchases of materials, parts and services-from raw "gross output"
as measured by the sales of individual companies. The data also use current-year figures. If
inflation adjustments are used to put the numbers in constant prices, the expected US position
looks better, because its inflation over this period is predicted to be lower than China's.

Click Here to return to

Cu r r e n t  Fe a t u r e s

China set to surpass US in manufacturing

“Doing Business 2009,” the latest edition of an annual survey carried out by the World Bank and
one of its subsidiaries, the International Finance Corporation, reported a surprising conclusion: it
is now easier to do business in Eastern Europe than in East Asia.
Each year the survey tracks the state of business regulation in 181 countries and then ranks

them using a scorecard that takes into account how long it takes to set up a business, how easy
it is to hire and fire workers, and the level of corporate taxes, among other things. This year, as in
the previous five years, economies in Eastern Europe and Central Asia have consistently seen
the fastest pace of positive reform. Last year their average ranking was neck and neck with that
of countries from East Asia and the Pacific. But this year the eastern European countries pulled
ahead, with an average ranking of 76, compared with an average ranking of 81 for East Asian
countries.
On average, it takes 21 days to register a business in Eastern Europe, which is 27 days faster

than in East Asia. Setting up a company in Indonesia costs 77.9% of the average annual income
per person; in Georgia it costs 4%—though there is the small matter of political risk to factor in.
Firing a worker costs an average of 53 weeks' salary in East Asia, compared with 27 in Eastern
Europe. All this cutting of red tape has brought results: Poland now has as many registered
businesses relative to its population as Hong Kong does.
Eastern Europe's rapid progress has been due, in part, to the accession requirements imposed

by the European Union (EU). These include regulatory reforms that are often enacted by
countries that aspire to membership, but have yet to be admitted. For instance, the EU requires
new members to create a “one-stop shop”-a single point of contact at which entrepreneurs can
register their businesses. Before Macedonia became a candidate for EU membership in 2005, it
took 48 days to start a business there. After three years of reforms, it now takes nine days.
Governments in Eastern Europe have discovered the virtues not only of a light touch, but also

of a swift gavel. The report finds that commercial disputes are, on average, settled more quickly
and at less expense in Eastern Europe than in East Asia. Bulgaria reduced trial times by
requiring judges to refuse incomplete filings rather than allowing multiple extensions.
East Asian countries still have the edge in some respects: it is easier to move goods across

their borders, for example. Government-imposed fees to export a standard 20-foot cargo
container average US$859 in East Asia, compared with US$1,428 in Eastern Europe.
Businesses in East Asia also face lower taxes. Taxes on profits in Eastern Europe are among the
lowest in the world, typically around 10%, but labor taxes and compulsory pension contributions
increase the overall tax burden on business.
However, a few East Asian economies are still miles ahead of eastern Europe. Singapore

ranked first for the third successive year. Hong Kong was fourth, behind New Zealand and
America. But Georgia, Estonia, Lithuania and Latvia secured places in the top 30, even as
Russia lagged behind in 120th place. Azerbaijan was the top reformer. It cut the number of
procedures needed to start a business by half, eased restrictions on working hours, moved its tax
system online and introduced new laws protecting minority shareholders. 
Eastern Europe is not the only region that has done surprisingly well. The study also found that

economies in Africa implemented more positive reforms in the past year than in any previous
year on record. These examples prove that countries need not be rich or powerful to create a
better environment for business. 

Excerpted from the Economist.

Is it easier to do business in Eastern Europe
than East Asia?
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Crews docking at the Port of Gothenburg, Sweden are turning off their engines and plugging into
the local power grid rather than burning diesel oil or sulfurous bunker fuel. Similar high-voltage
technologies have been introduced at Zeebrugge in Belgium, and in Los Angeles and Long
Beach in California. But as at Gothenburg, only a small fraction of ships are equipped with plugs,
so the benefits from shore-side electricity so far have been limited, says a report by The New
York Times. 
Despite the growing availability of cleaner technologies, the shipping industry has made little

progress toward becoming greener, even as traffic grows heavier on existing routes and new
routes open up in the Arctic. Recent efforts to tackle the problem have met resistance—less from
the shipping industry, than from the big oil companies that supply the bunker fuel.
Shipping is responsible for about twice the emissions of carbon dioxide as aviation- yet airlines

have come under greater criticism. Particles emitted by ships burning heavy bunker fuel also
contain soot that researchers say captures heat when it settles on ice and could be accelerating
the melting of the polar ice caps. Health experts say the particulates worsen respiratory illnesses,
cardiopulmonary disorders and lung cancers, particularly among people who live near heavy ship
traffic.
With the harm growing increasingly evident, this month the International Maritime Organization,

a United Nations body, proposed reducing the sulfur content of marine fuels starting in 2010 on
all ships. It also proposed steps reducing nitrogen oxide emissions from engines on new ships
from 2011, with the organization intending to adopt all the measures in October. The organization
is continuing to work on separate measures to deal with the more difficult issue of carbon dioxide
emissions. 
The European Commission, the executive arm of the 27-nation EU, has said that if the

International Maritime Organization fails to make concrete proposals on carbon dioxide by the
end of the year, it would consider regulating the matter itself, perhaps by including shipping in the
European carbon trading system. That could oblige ship owners to buy pollution permits from
other sectors. The European Parliament passed a nonbinding resolution urging the commission
to act “urgently.”

Fuel industry unsure
The shipping industry has supported the organization's recommendations because they would
apply globally and be introduced gradually. But the fuel industry immediately called for a review
of the most important element: a global cap on sulfur content of marine fuels of 0.5% by 2020
from the current maximum level of 4.5%.
That target poses risks to security of supply and to shippers and truckers, said a fuel industry

group, which also stated it would not be able to build refining operations quickly enough and that
oil companies would be penalized for doing so, because refining contributes heavily to
greenhouse gas output. According to a study last year for the American Petroleum Institute, it
would cost the fuel industry US$126 billion over 13 years to invest in equipment and chemicals to
replace polluting bunker fuels with sufficient amounts of cleaner diesel to supply the shipping
industry. The study also indicated that the industry would pass on those costs at about US$13-14
a barrel directly to the ship operators.
Some shipping companies are investing in more efficient marine engines that capture and

convert waste heat into more energy, cutting down on fuel use and on emissions at the same
time. But of the hundreds of ships currently under construction around the world, only a handful
of them include that technology.
Some shippers are running vessels at slower speeds to cut fuel consumption and emissions,

carbon dioxide in particular. Other companies are even testing sail power. But those initiatives
may be at odds with ever greater levels of speed and reliability.
In Gothenburg, ship crews hook up vessels using the shore-side electricity system with a single

giant plug within about 10 minutes of docking. The technology cuts emissions of sulfur, nitrogen
and particulate emissions by berthed ships to nearly zero, and cuts engine noise, too.
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The Department of Homeland Security is replacing the current two-fingerprint scanners with new
10 fingerprint scanners at all US ports of entry. The initial transition took place at Washington
Dulles International Airport. Nine other US airports are collecting or will collect additional
fingerprints from international visitors. They include:

l Boston Logan International Airport (Boston, Mass.) 
l Chicago O'Hare International Airport (Chicago, Ill.) 
l Detroit Metropolitan Wayne County Airport (Detroit, Mich.) 
l Hartsfield Jackson Atlanta International Airport (Atlanta, Ga.) 
l George Bush Houston Intercontinental Airport (Houston, Texas) 
l Miami International Airport (Miami, Fla.) 
l John F. Kennedy International Airport (New York, N.Y.) 
l Orlando International Airport (Orlando, Fla.) 
l San Francisco International Airport. (San Francisco, Calif.) 

The transition from collecting two digital fingerprints to collecting 10 fingerprints from
international visitors is one of the department's top priorities to increase security, while making
legitimate travel more efficient.

Click Here to return to
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Fingerprint rules for US travelers 

Etiquette for the World Traveler: To help travelers avoid the occasional faux pas, Vayama.com
offers a guide to customs and etiquette in 50 countries. For example, do not use the “OK” sign in
Greece, where it is a rude gesture. And don't expect drinks with your meals while in many places
in Kenya, where locals believe drinking and eating at the same time is impolite. 

Visit www.vayama.com/etiquette.

Etiquette 101

Among the few firms benefiting from the upheaval in the financial
markets are professional social networks-websites that help with
business networking and job-hunting. On LinkedIn, the market
leader, members have been updating their profiles in record
numbers in recent weeks. The two most popular sites, LinkedIn
and Xing, have been growing rapidly and boast 29 million and 6.5
million members respectively. 
LinkedIn and Xing are similar in many ways, says the

Economist magazine. Both cater to youngish professionals with
above-average income, and allow people to connect, keep track
of each other's activities and create groups of common interest.
Both are also profitable: since they help members find jobs or

build their businesses, many users are willing to pay.
Yet the firms come from very different worlds. LinkedIn is a typical Silicon Valley start-up,

funded by venture capitalists, while Xing hails from Hamburg, Germany. 
LinkedIn is culturally American, not just because English is the dominant language (there is

also a Spanish version), but because it is still primarily about advancing its members' careers.
Xing, by contrast, has a distinctly Germanic feel, despite being available in 16 languages,
including Mandarin. Although recruiting also plays an important role, the site is more about
networking. Members often meet offline. 
LinkedIn is well on its way to becoming the networking site of choice for English-speaking

businesspeople with global connections. But this does not mean that Xing will get squeezed out.
It could become the European alternative that takes more account of cultural differences in the
way business is done.
Things could change, however, if Facebook grows up and becomes a place to do serious

business, says Jeremiah Owyang of Forrester Research. There are other potential rivals, too.
American newspapers such as the New York Times and the Wall Street Journal are adding
networking features to their websites. And there are the professional associations for which
moving online would be only natural, but which have been a surprising no-show in social
networking so far.
Whatever the outcome, it seems certain that professional social networks are here to stay as

independent entities—something that cannot be said of their mass-market counterparts. As Mr.
Hoffman, LinkedIn's founder, puts it: “Most users of social networks have a lot of disposable time,
but not much disposable income. With professionals it is the other way around.”

Social networking

Business networking websites thrive
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