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B2B
NOT ONLY MEANS

BUSINESS TO BUSINESS
BUTALSO

BACK TO BASICS

YOU SAW
BUT YOU WERE NOT REALLY SEEING

YOU HEARD

BUT YOU WERE NOT REALLY LISTENING

YOU SPOKE
BUT YOU WERE NOT RERLLY SPEAKING




B2B

BACK TO BASICS
WHEN IT COMES TO A SMART CHOICE
TOP UNIVERSITIES
HAVE GONE BACK TO THE BASICS

FREIGHT FORWARDER

INTEGRATED BASIC AND E-SYSTEM
FOR RELIABILITY AND COST SAVINGS

HELPS YOU GET AHEAD OF THE LEARNING LOGISTICS

B2C
NOT ONLY MEANS
BUSINESS TO CUSTOMER
- BUTALSO
BASIC TO CLASSIC




DON'T FORGET

OUR MEMBERS
HAS THE WAY
TO MEET YOUR REQUIREMENT

Great appreciation to Mr. Chairman and all of you for giving us this
opportunity to present our market and system
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* Program Scope and Overview

dFruBasy FARFI

* System Set-up and Quality Control
ERALRANB BRSBTS

* Financial Logistics
XSRS

* Information Techniques Management
BMEE

* Planning,Strategies,and Scheduling.

 HERBALEE K

* Pilot Test Interfaces

s ARRRZNHER
s Reports and Metrics 4 48 3] 2% <]
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Program Scope and Overview
* Scope: BEGRBaLY
5’; HEFARATTHECBRTFABCLETRATE
‘ ELUBI M S
* Measuring and Managing The value of Program
EErpaty
-Why Value Value? & 1+ & % & {5 4 15>
-The Vaiue Manager:+4g % 52 &
-Fundamental Principles of Value Creation
RAAR & KRB R
X -Metrics Mania: 4 # ik 7|
! -Surviving the Barrage of Value Metrics 4% # & 1% & & &
'| -Cash s Kingii & = %48
-Make Happenig s §
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Customer Relationship & beyond ’

e BHAEEMMAEAKRG
Pooe Bl ¥ R LR S k% 4y 48 % (UPS,FEDEX & Cargonet)
: Differentiation ( % £ 1t)
' Relevance (R§aftt)
Esteem (X2 &%)
Knowledge ( 4032
s EFEAKRFELFEAMGLEE
BERME A (acquinng new customers)
. K REF M 1% (enhance existing relationships )
o %9 % P M 1% (retain customer relationships )
. BEMAGERRARALRABERASEARBAALS
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Virtual Business Logistics Communities

Organic
Value Chain
B Ei-E ]

Sequential
Supply Cham
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Virtual business communicates in ¢ business
. it Relanonship required onhine communication

! JPesansfer vital information The e-business Value Chain




| (Program design quality aspects)
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AUSTRALIAN FEDERATION OF INTERNATIONAL FORWARDERS Ltd.

AFIF COUNTRY REPORT
2000 - 2001

For presentation to the delegates attending the
28" FAPAA E.C.M. in Manila, Philippines, June 18 - 19, 2001

The following are the main issues currently affecting Freight Forwarding 1n Australia.

® CUSTOMS CARGO MANAGEMENT RE-ENGINEERING - Australian
Customs Project to completely overhaul all Cargo Reporting methodology and systems;
also introducing new legislation to include a ‘Strict Liability’ penalty regime

e Prevention of FOOT AND MOUTH DISEASE from entering Australa; the methods
and associated costs for Industry

¢ CARGO MANAGEMENT RE-ENGINEERING (CMR)

The Customs Department submitted Bills to Parliament late last year in order to

implement it’s Cargo Management re-engineering project. Despite some positives

Customs proposed the introduction of a ‘Strict Liability’ Penalty Regime (ie. no error or

crinunal ntent needs to be proven in order for Customs to issue an infringement notice

with a financial penalty attached — in the same manner as a speeding or other traffic

offence)

The Bills were referred to a Senate Inquiry in which AFIF participated by written

submissions and an appearance before the Senate Legislation Committee to object to the

more ‘draconian’ aspects of the changes.

It is timely to now advise you that despite the objections of many Industry bodies,

Australian Forwarders are likely to face penalties for late and inaccurate reporting of cargo,

despite the fact that they are not the originators of the information, only a 3" party This

may have an impact upon FAPAA Members.

The Act, if passed, will legislate that all cargo is to be reported to the Australian Customs

Service, electronically - 2 hours before aircraft arrival and in the case of ocean freight —



24 hours before vessel arrival. This itiative, we are told, is designed to allow Customs
to accurately risk assess cargo and to try and reduce the importation of prohibited
substances (particularly narcotics).

The main issue of concern for our Industry is that frequently this information is not
received within these time-frames and resultant penalties may be applied. It is proposed
by Customs that a moratorium of at least 6 months (and possibly a further 18 months) may
be introduced, after which penalties may applied. The discretionary nature of the process is
also of serious concern to our Industry in that there may be opportunity for unfair
subjectivity or vindictiveness to occur.

Whilst objecting most strongly to the penalty provisions, we are suggesting a process of
partnership with Customs to ensure complance and that the threat of penalties for
offenders should be more of a commercial than monetary nature. ~ Unfortunately, some
of the worst offenders 1n the past have contributed to this hard line being taken by the
authorities.

Our Members are going to even more reliant on the full support of their overseas
agents in providing the data in a timely and accurate manner in order to avoid the
threat of a penalty.

Please notify your respective Members in advance, so that they can prepare to assist in
meeting our Members obligations.

Australia’s border authorities are working desperately to prevent the potentially
catastrophic effects of the highly contagious ‘Foot & Mouth’ Disease from entering
Australia. The ramifications of this could be disastrous for our livestock Industry and
resultant export earnings. The Australian Federal Government has recently announced an
additional half-a-Billion Dollars from the Budget to provide the additional resources
required.  Customs & Quarantine will join forces to increase surveillance, which will
include 100% examination of all Air & Sea Containers and Passenger Baggage. In
addition they will be targeting aircargo ‘Express’ items which have previously been
thought of to be low risk. The authorities are taking no chances.  All of this comes at a
cost, both in Government ‘cost-recovery’ charges and potential cargo delays.  The
Industry 1s currently working with Government to determine the best way of implementing
the additional cost-recovery measures.

We have notified you of these issues to ask you to help us keep Foot and Mouth out of the
country and to ask that you are aware of the possible delays of cargo required to be
inspected (and possibly sent for fumigation).



These are the main issues affecting Australian Forwarders at this time and we
welcome any FAPAA Member to contact us, should they require further detail on
this or any other activity.

U o ivities fr r

o GST

The introduction of a Goods and Services Tax (GST) into Australia occurred as planed on
July 12000 A year-long campaign of education and tax office ‘rulings’ had occurred
prior to the application of the new tax legislation, resulting in a reasonably smooth
transition.

One of the remaining issues for our Industry relates to the application of GST to charges
being billed back overseas (DDU/DDP), particularly where the Exporter has an Australian
resident division of their company. This is a subject that still causes confusion for many
organisations.

AFIF played a significant role in assisting with the transition to the new tax system by
delivering almost 50 seminars around Australia to the Forwarding and Import/Export
community We also received a training grant from the Federal Government for this

purpose. We remain part of an Industry/Govt Tax office ‘partnership’ group dealing with
GST related 1ssues as they arise.

e OLYMPICS

Sydney played host to a very successful Olympic Games and despite predictions of traffic
and transport chaos, everything worked extremely well. There were no traffic delays and
Olympic related and general cargoes moved freely. Perhaps the efforts of those
involved in preparing for the worst ensured a trouble-free time. Business worked with
Govt to stagger staff working hours - avoiding traditional peak periods - and most
transport operators worked during night periods to move cargo around, leaving relatively

clear roads dunng the day. The most common complaint afterwards was: ‘why can’t we
continue to do this all the time’? But, alas, we are now back to normal !

We are happy to answer any questions and elaborate further on any subjects relating to

Australian activities during the relevant session at the meeting

Report prepared by
Brian Lovell

Chief Executive Officer
Australian Federation of International Forwarders Ltd
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AUSTRALIAN FEDERATION OF INTERNATIONAL FORWARDERS Ltd.

TRAINING & EDUCATION
REPORT - 2000/2001

For presentation to Delegates attending the
28" FAPAA E.C.M. in MANILA, Philippines, June 18 -19, 2001

In addition to the standard program of vocational Training and Education conducted
by AFIF, we were delighted, in March of this year, to finally announce the
introduction of a Traineeship for our Industry. Whilst the subjects that AFIF
currently offers under it’s program cover most of the Operational and Regulatory
requirements there are a number of missing elements called ‘units of competency’
essential for accreditation to a Traineeship, such as- basic Office Skills, Sales and
Marketing, accounting etc. We have combined the traning strengths of AFIF
with an Organisation who have spent a great deal of time on the development of
modules geared towards a Traineeship

The Traineeship has received Accreditation from the Australian National Training
Authority

A project for the future will be to combine all of these modules with other units of
higher education, to take it to a Diploma and eventually a Degree level.

In the meantime, AFIF has consolidated its position as the leading trainer of subjects
required by Operational Personnel in the Freight Forwarding and related industries in
Australia A list detailing the type of courses provided by AFIF is attached to this
report

The Education and Training portfolio within FAPAA is very much geared towards
sharing information on the developments 1n all Member countries and in this regard,
we look forward to hearing how other FAPAA Member Countries have progressed
with their Education and Training Programmes.

We remind our FAPAA colleagues that AFIF is ready and willing to assist other
FAPAA Members in the area of vocational Training, as we have done with SLFFA,
Sri Lanka in the past

Report prepared by Brian Lovell

Chief Executive Officer
Australian Federation of International Forwarders Lta



Dangerous Goods Acceptance (Air)
Dangerous Goods Re-Certification (Air)
Dangerous Goods Awareness (Air)
Dangerous Goods By Sea

Dangerous Goods By Road (**New Course**)

International Export Air Freight Procedures

Basic Import Air Freight Procedures
Basic Import/Export Sea Freight Procedures

Aviation Security Regulations Intro/Re-
certification

Load Distribution And Restraint

Perishable Airfreight Awareness **New
Course™*

Claims Procedures
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Thai Airfreight Forwarders Association

Country Report for Thailand

TAFA New Address

Thai Airfreight Forwarders Association

874 Ploenchit Road ,
Lumpini, Pathumwan,
Bangkok 10330

Tel : 66 2 254-5780-3
Fax : 66 2 254-5784
E-mail : tafa@tafathai.org
http://www.tafathai.org



TAFA Committee 2000-2001

Chairman Mr. Keree Chaichanavong
Vice Chairman Mr. Kovit Thanyarattakul

Vice Chairman Mr. Chairat Pitpisutkul

Vice Chairman Mr. Kasem Jalayawongse
Vice Chairman Mr. Phongsagorn W.rungsrikajorn
Hon. Secretary Mr. Noppadol Sombattaveekul
Hon. Treasurer Mrs. Urai Choothakarn
Registrar Mr. Rath Smuthkochorn
Public Relations Mr. Khlang Tantimongkolsuk
Reception Mr. Nuthaweat Santisarun
Directors Mr. Tomihiro Sumiyama

Mr. Winai Pooripunyawanich

Mr. Veera Satchatippavan

Mr. Monchai Jirakiertivadhana

Mr. Somsak Thong-Ngok

Asso. Manager Mr. Krit Sinchanya
Honorary Chairman Mr. Varin Pulsirivong
Honorary  Advisor Mr. Kanit Smithivas
Honorary  Advisor Mr. Amarit Pansiri

Honorary  Advisor Mr. Pipat Ratanatraiphob




TAFA  Members

TAFA Members 110 Companies
Ordinary Members 89 Companies
Associate Members 21 Companies

During the year 2000, the Association has had another 7 new members of which
three are ordinary members and the rest four are associate members.



TAFA Training Programme 2000

TAFA has arranged several training courses for its members, and being conducted by

the officers from

‘Japan Airlines and Cathay Pacific airlines."

The following

training courses have been done successfully with the cooperative organization of

current

Course Title &
Duration

Basic Cargo Tariff 2000
From 21 February
To 25 February

From 20 November
To 24 November

Participant

24 persons

44 persons

Executive Committee during 2000-2001

Instructor

Cathay Pacific

Cathay Pacific

Certification

Cathay Pacific

Cathay Pacific

DGR Course 2000
From 1 March
To 6 March

From 20 March
To 24 March

From 4 September
To 8 September

From 18 September
To 22 September

29 persons

26 persons

25 persons

28 persons

Japan Airlines

Japan Airlines

Japan Airlines

Japan Airlines

Japan Airlines

Japan Airlines

Japan Airlines

Japan Airlines

Basic Cargo Tariff 2001
From 23 April
To 27 April

36 persons

Cathay Pacific

Cathay Pacific

DGR Course 2001
From 5 March
To 9 March

From 19 March
To 23 March

21 persons

24 persons

Japan Airlines

Japan Arrines

Japan Airlines

Japan Airlines




Default Insurance Programe

The program is in place with the agreement of the major Carriers and TAFA-Thai.
The focus is on the financial status of the forwarding agents in the Industry. The
program would provide the financial security to the participants (Carriers) in the form
of financial recovery if there is any default of freight payment by the members of
TAFA-T. The agreement also takes away the financial burden, mostly B/G that the
members need to increase if Sales Revenue goes up to the extent the Carriers feel
unsecure.

The latest status for DIP it was agreed amongst Airlines (ICAP) and agents (TAFA)
the programme is to be launched on October 2001. Number of participants from both
airlines and agents at the present stage, most slightly would be up to almost 100
percent.

CASS program has been more or less accepted in principle.  The details of how to
operate and hold the benefit of all concerned parties are on process of discussion so
that the program could be implemented effectively and entails no disagreement on
certain inter-practice in the future.

Plan to be implemented is set to be as of October 2001which is the same time as
DIP schedule. However, the number of participants from  airlines part has not yet
been concluded. The point of focus is “WOULD ALL THE CARRIERS JOIN THE
PROGRAM 7"



New Transport Legisflation

There will be two new transport laws.

1. M.T.O. Act.
2. Air Transportation Act.

M.T.0. Act. The draft is already done. Now is only waiting for cabinet's approval.
While Air Transportation Act. is still under process  of drafting.

New Bangkok Int’l Airport ( NBIA)

or Suwannabhum Airport

Recent meeting June 4, 2001from the concerned authorities, the project is set to be
on going. Target opening might be late due to add-on conditions both from the
change of specifications and also short of support funds.  The original opening
schedule is on year 2004.
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AFPI Training and Development Center

Executive Summary

One of the avowed long-term objectives of AFPI is the professionalization of its ranks.
The Association through its various past Boards do firmly believe that one of the most
effective tool in attaining this end 1s by providing a continuing program for education
and training for the staff of its member-companies. An Industry run by professionals
results in a “cleaner” Industry that is nid of crooks and unsavory characters. Competition
Is practiced within the bounds of ethical standards and s rooted on professional
behavior. The international air transport industry run by professionals then assumes a
cnitical function as a national tool for forwarding the country’s economic goals and global
competitiveness. This has always long been the dream of AFPI.

To give the dream flesh, the Association through its Board inttiated the establishment in
1998 of a Training Center to be called AFPI Training and Development Center. The
Name was so chosen because it was reflective of the basic objectives of the Center
which were:

1. To provide a program for continuing training and education for the
employees of the member companies. (The “Traming” side of the Center's
name)

2. To establish an institution that will function as the industry’s research and
development arm that will make studies/ researches on issues affecting and
impacting the industry and make the results of such studies available to the
member companies through publication, industry briefings, seminars, etc.
(The “Development” side of the Center’s name)

Immediately, the “training” side of the Institution’s was addressed with the hiring of a
Training Director who was tasked to prepare short courses that can immediately be
extended to the members. Thus Ms. Nilda Tempongko who used to head PAL
Development Academy, the traiming arm of the national carrier was hired. She
immediately launched courses in Basic Cargo Tanff, DGR Handling Course, Basic
Supervisory Course, Customer Service Course and such like allied courses.

Meantime to ensure that a core group of instructors will always be available for training,
a program of “Training the Trainors” was started which inttially had 12 candidates.
Those who would pass the course wili be the future instructors/trainors of the institute.
The program has netted 6 instructors who are now full-pledged instructors and are in
fact already conducting most of the courses,

Iniially, the courses were conducted using the various training facilities volunteered by
member-companies, the first being Airfreight Business Logistics held in February 26,
1998. In the first half of 1999, the Association decided to finally establish a training
facility of its own which would also house its Secretariat. This was at the PAIR PAGS
Building at the Ninoy Aquino International Airport complex. It was a modern facility
that could accommodate up to 30 participants per course. The first course offered and
conducted was the Basic Supervisory Training and the Institute was off and running.



In the last quarter of 1998, the Center communicated with IATA Geneva on the
requirements for the accreditation of the Center as an IATA Training Center and
submitted the requirements for accreditation in the first quarter of 1999, The Training
Director then went to IATA SIN and underwent the Professional Skills for DGR
Instruction to keep her certificate as a DGR IATA Instructor current. IATA Geneva
approved accreditation and sent the contract to AFPI for signing. The Board however
upon close scrutiny of the contract found the IATA fees to be paid per participant to be
onerous and decided to re-apply as an IATA endorsed Dangerous Goods Training School
only sending the application to IATA Montreal in April of 2000. The Center Is still waiting
approval by the IATA Task Force which is reviewing the training materials.

With these moves the short term needs of the industry started to be addressed and are
even now continually being addressed. The first half of the first objective—the “Traning”
side, the short term side --was being met. The other half of the objective, the long-term
side: a program of continuing education, remains to be addressed. It 1s an ambitious
dream. This 1s so because it ultimately involves transforming the Center into a tertiary
educational Institution that will offer inttially undergraduate courses and later, post
graduate courses in Transportation giving industry practitioners the opportunity to
specialize in the various transport disciplines such as logistics, multi-modal forwarding,
LT. for Transport/Logistics, etc.. In the Philippine context this means establishing an
industry-owned College specializing in Transportation.

This 1s what the Association 1s single-mindedly pursuing now. It 1s not just anymore a
nebulous dream as when we initially started this journey. Before September of this year
the Association will submit to the Commussion on Higher Education (CHED), the
government agency tasked with regulating tertiary/higher education in the Philippines a
letter of intent to establish a College for the industry.

Hopefully by this time next year, with the help of many hands both from here and
outside the country, the dream will have become less of a dream and more of reality!
We will have to overcome many formidable hurdles: funding, course-content
development, faculty development, the physical structures that make a school, the site
where the school will be put, marketing the idea of a Transport Professional to a public
that perceves no glamour in a staid industry as Transportation. Big difficulties, many
helping hands. It was done before: Kargo Bayan Inc., Thru Transport Insurance Brokers
Inc., AFPI Traimning and Development Center: industry initiatives all! If all of these
institutions can be put up with many helping hands, why not an industry College?

Inttially. .the undergraduate courses, later the post graduate courses. After that the
Center for Research and Development' Big dreams?.. Yes! Do-able dreams? Why not?



AFPI Training and Development Center

The AFPI Training and Development Center traces its roots in 1998, when the Aircargo
Forwarders of the Philippines, Inc established its own AFPI Training and Development
Center, an institute that was tasked to “develop programs for the continuing training and
education of the staff of its member-companies” and “make researches/studies on issues,
trends and movements that affect and have an impact on the aircargo industry and make
the result of such research/studies available to the members

It finally chose to locate the Center and the Secretariat at the 3™ floor of PAIR PAGS
Building which houses one of the several Cargo Terminals making up the Ninoy Aquino
International Airport Complex. This is to make the Center easily accessible to the
members who normally transact business there

It 1s a modern facility that has been equipped with the necessary multi-media tools
necessary for the effective and lively delivery of the various courses offered

The Center has developed and 1s continuously developing courses to address the various
needs of its member companies be this in the area of operations, customer interface, staff
development and management n general And these courses are delvered by highly
trained and competent instructors who are spectalists in various areas of the bustness

Currently we are offering the courses listed below The Center however, may develop
customized courses tailored to your particular company needs should you need such
courses Just coordinate this with the Traiming Director, Ms. Nilda Tempongko who will
Jointly design the course with you

REGULAR COURSES

e BASIC AIRCARGO FORWARDING COURSE
This course aims to provide participants with the basic concepts of aircargo
Jorwarding operations and skills essential for effective performance

o ADVANCE AIRCARGO TARIFF COURSE
This course aims to provide participants with the skills of computing for the most
competitive freight charges and cutting the corresponding airwaybills

e BASIC AIRCARGO DANGEROUS GOODS COURSE
This course covers the IATA regulations governing the shipment of dangerous goods
and the accomplishments of shipping documents related to the acceptance and
handling of dangerous goods



MANAGEMENT

This course aims to enhance the managerial competence of participants by exposing
them to various management functions It also provides would be managers with the
basic managerial skills needed for development

SUPERVISION
This course aims to provide supervisors and managers with the basic concepts and
skills in supervision applicable to an atrcargo forwarding office setting

EFFECTIVE BUSINESS COMMUNICATION

This course covers the proper way of writing impact letters, memos, e-mails,
proposals and reports as well as delivering effective business presentations and
public speaking

CUSTOMER RELATIONS PROGRAM

This course aims to provide participants with the basic concepts of customer relations
and interactive skills necessary to be able to effectively handle mransactions with
aircargo forwarders clients.

SALESMANSHIP
This course aims to provide participants with the basic principles of selling and the
skils and techniques essential to become effective sales professionals

SPECIAL COURSES

DEFENSIVE AND EFFECTIVE DRIVING
This course aims at providing the participants the basic concepts of troubleshooting,
defensive and effective driving

PERSONALITY DEVELOPMENT
This course aims to provide the participants with the necessary personality, skills and
projection

ACCOUNTING FOR NON-ACCOUNTANTS
This course aims to provide supervisors, general staff and managers the basic
principle in accounting and basic controls

CUSTOMS BROKERAGE FOR NON-BROKERS

This course aims at providing the participants with the basic knowledge of customs
brokerage at practice in the Philippines including the computation of tariffs, duties &
taxes in general and the various entry lodge at the BOC
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Hongkong Association of Freight Forwarding Agents Ltd.
(HAFFA)

[Country Report 2000-2001|

(Chairman’s chortJ

Dear Fellow Members,

We expetienced a very exciting year, as most of our Members have achieved record
Airfieight Tonnage last year, helping Hong Kong become the busicst inteinational air cargo
hub 1n the woirld  Hong Kong's air cargo thioughput in 2000 has shown a very impressive
giowth of up to a record breaking --2 3 million tonnes as per HK Airport Authority figures,
representing an inciease of 16% over 1999  Congratulations are also given to the Hong
Kong port for a record year i 2000 --with an estimated contamer throughput of 17 8 million
TEUs, representing an inciease of 10% over 1999, thus sccuiing Hong Kong's position as the
waorld's number-one container poit ~ We can be very proud of our leading role in the Freight
Forwarding industry 1n the world

In addition to that, I wish to lughlight a few events that I think are molding and shaping our
ndustry

1) To assist the Hong Kong Government's policy on development of third party logistics
sectors, Legislative councillor Ms Minam Lau, Economic Services Bureau, Port and
Mantime Board, Tiade Development Council, HAFFA, Hong Kong Shippers Council,
JTong Kong Productivity Council, Hong Kong Logistics Association met on different
forums and brammstorming sessions to solicit views fiom the mmdustry  The Commutice
endorsed the general views that Hong Kong should position itself as the preferred Asian
hub for global logistics activites  We urge the government 1o work closely with China
officials to impiove the cioss-border traffic flow, and take more immediate actions 1o help
reduce the operating cost of agents at the airport through adjustment on termmal charge

2) Another remarkable event is the proposed 1cbuild fee by the Caigo Terminal Operators
Through the lobbying efforts of our Committee, the HATFFA/ Customs/
CLG/HACTL/AAT/ working group has confirmed that if our Membeis could provide
advance shipment data to the aitlines, 1€ 4 hours prior to flight departure, this would help
reduce the Customs physical examination  The general result of the survey was that the
four hours rule did work well theie was no rebuild or offload occuried 1n HACTL
Thanks to your support by tesponding to the HAFFA news, both caigo ternunal operators
have agreed to shelve the proposed rebwld fee for bulk cargo  As a result, both HACTL
and AAT have officially shelved the proposed rcbuilt fee for piepacked unit with a
condition  You and your Association have done our part to reduce the operational cost to
facilitate the clcarance of our Airfreight shipments

3) As we look 1uto the future, the substantial downwaid adjustment in prices m the past few



years has made Hong Kong more competitive With China's accession to the WTO, there
will be a gradual phasing out of China government restrictions on distnbution  HAFFA
beheves our Members will not be realistic 1o compete on costs alone, espccially compared
with low-cost scrvices offered by ncighbouring ports and awports like Shenzhen,
Guangzhou and Shanghai  Membet Forwarders have to be vigilant n providing efficient
flow of Cargo in the supply chain and be IT capable in order to secwie its competitive edge
in the provision of hgher value-added services

4) After months of preparations, the Association’s new headquarters was opened on g"
February this year with over 90 guests and experts from all sectors of the freight and
Jogistics industry attending  Their paiticipation did add much color and glory to the
history of HAFFA  The office with boardroom and training 100m combined m one is
now a reality and the new facilities are ready for Members 1o make use of

With new facilities such as the Marine Cargo Terminal which has already been opened and
the logistics centre to be built in CLK, 2001 will be another year where the government and
us can further sohdify the excellence of Hong Kong’s transportation and logstics services

Yours sincerely,

Edmond Chau
Chairman
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Jan.1, 2000

Year: January-
September 2000

16%+
14%1
12%+
10%-+
8%
6%
4%
2%

Taichung Keelung  Taitung
City City County

Note: Of the 6.4 million tones of garbage collected in the ROC between January
and September 2000, 330,000 tones-or 5.2%--was recycled.

Source: Environmental Protection Administration, ROC
Earthquake-stricken Nan-tou County

Taiwan's Central Bank announced Thursday 1t will cut the two key imterest rates for the first time
1n 22 months to meet growmng hquidity demand 1n January 2001 The cuts take effect Friday

The discount rate - the rate which the Central Bank charges on loans to commercial banks - will
be cut to 4 625 percent per annum from 4 75 percent, while the rate for accommodation against
secured loans will be lowered to five percent from 5 125 percent

The Central Bank will also raise the required reserve ratio imposed on new foreign currency
deposits to 10 percent from five percent, effective Friday

The higher reserve requirement for foreign currency deposits comes after Taiwan's foreign
currency deposits reached an all-time high of NT$1 07 tnllion at the end of November

The announcement was made following the Central Bank's quarterly board meeting



Durning the meeting, the central bank also decided to lower its M2 money supply growth target
for 2001 to between five percent and 10 percent from the 6-11 percent target cited earlier this
year

Lowering the M2 money supply target does not mean a tightening of the Central Bank's
monetary policy, but rather an anticipation of a slowing economy, said Central Bank Governor
Perng Farnan

Meanwhile, the Central Bank will supply enough hquidity ahead of the Chinese Lunar New Year
for financial institutions via open market operations, discount windows, and accommodation
measures, Perng said

Lawmakers Thursday passed amendments to the Income Tax Law that will offer bigger tax
breaks for wage eamers filing their 2000 tax returns early next year

Under the revision, the amount of the special deduction for taxable salary income per taxpayer
will be raised to NT$75,000 from the current NT$62,000 This will translate 1nto a saving
ranging from NT$780 to NT$5,200 1n tax breaks per person, depending on each individual's
income and taxation level

Meanwhile, each taxpayer can strike off an additional NT$120,000 per year from his or her
taxable income for residential housing rentals This translates into anywhere from NT$7,200 to
NT$48,000 1n final tax breaks

Another amendment allows taxpayers over the age of 70 who file their own returns to receive 1 5
times the amount of their special tax- free deductibles, totaling NT$111,000 Previously, only
those aged over 70 who filed as dependents of their families or relatives were ehgible for the
same break

As a result of the amendments, the National Treasury stands to lose approximately NT$8 billion
1n taxation income m 2001.

http.//www taiwanheadlhines com/

In the 1990s, macro-economic policies were adjusted to facilitate freer flow of goods, services,
funds, human resources and information. Many substantial changes were made to laws and
regulations The openness of Taiwan’s economy was demonstrated by two-way trade totaling
US$232 billion 1in 1999, 15th largest worldwide, while inward and outward FDI and portfolio
investment also icreased considerably UPS and FedEx each maugurated a West Pacific regional
hub at the Chiang Karshek International Arrport, making 1t the region’s only arport with such
facihities

To be integrated into the international system of open multilateral rules-based trade, Taiwan
applied for admission to the GATT/WTO  Having concluded bilateral negotiations with 30
WTO members and completed adjustment of our economic system to comply n full with
international norms, we stand poised for membership of that body in the very near future. In
1991, Taiwan joined the Asia Pacific Economic Cooperation (APEC) forum. As a member of
APEC, we are tied in closely with the Asia-Pacific commumty, pursuing cooperation in
economic, cultural, and social dimensions, and participating actively in governmental policy
dialogue with the world’ s largest sub-regional grouping.



etrospect

After the Asian financial turmoil the global economy gradually recovered

in1999 and picked up even more expansion speed in 2000. The U.S. economy

ined high growth with low unemployment rate in 2000, though inflation
pressure is heating up from the crude oil hike. Japan economy improved by the
government's stimulating policy and the rejuvenation of the semiconductor business.

Private consumption and investment also showed signs of growth. In Euro area the economy

sustained a stable growth and unemployment steadily declined, even though Euro reached a new

low against the dollar. Asian countries enjoyed a buoyant growth due to rapid expansion in trade

and surge in domestic demand.

Affected by the booming global economy and strong global demand for electronics and
telecommunication products, domestic demand and production gradually elevated, and trade also
expanded substantially. The real economic growth for the first-six months appeared extremely
healthy. The growth exceeded 7.92% in the first quarter, representing the highest level since the
second quarter of 1992. During the second quarter, private consumption did not grow as strong as
expected due to the stock markets fluctuation triggered by the Nasdaq's downturn adjustment. As a
result, the real economic growth slipped to 5.43% and 6.7% for the second quarter and the first
half. In the third quarter, rising crude o1l prices and investors' skepticism on electronics industry
performance led to the slumping of the stock markets. In addition, the continued climbing non-
performing ratio of the domestic financial institution indicated that financial sector did not perform
as well as the real sector.

As mentioned above, Taiwan's trade expanded dramatically in 2000 on account of the global
economic expansion and exuberant demand for electronics and telecommunication goods. From
January to September, exports grew 25.5% from the same period of 1999. Imports grew by a even
more 33.4%, thus causing trade surplus to shrink to US$ 4.62 billion, or dropping 46.5% in
comparison with the same period of 1999.

As for the domestic demand, owing to the optimism on semiconductors and photo electronics
industries, the manufacturers have actively enlarged their production plants. Therefore private
investment has improved from the 1999's negative growth of 0.68% to reach 23.0% during the
first six months, representing one the factors that propped up Taiwan economic growth. Although
private consumption sustained a considerable expansion, its growth was impacted by the slipping
domestic stock market. As a result, the growth of private consumption has slowed down.

Furthermore, although the climbing crude oil prices raised costs on imports, domestic inflation
appeared mild and consumer price index rose only by a slim margin of 1.1%. In labor markets the
unemployment rate gradually rose on account of the Taiwan's industrial transition from traditional
industry to high-tech industry and the consequent increasing in blue-collar unemployment. Overall,
the unemployment rate averaged 2.8% during the six months of this year, still lower to that of
1999. The domestic misery index, which is equal to the sum of the inflation and unemployment
rates, was 3.9% in the first half of 2000, representing the lowest in Asia. Variations 1n economic
indicators in year 2000 are indicated in table 2-1.



Consumption

In the first half of 2000, due to active trading in the domestic stock market, the effect of the
presidential election, the spread of mobile phone and Internet trend, private consumption peaked
7 65% duning the first quarter and slowed down to 5 62% 1n the second quarter Overall, private
consumption grew 6 7% 1n the first half, higher than 5 4% of 1999

The government consumption declined along with the termination of the special budget on
mihtary procurement The growth rate was -6 17% and -9.51% during the first two quarters,
representing six straight quarters with negative growth The growth of government consumption
dipped to -7 84% 1n the first s1x months of this year, lower than -6 49% of 1999

ix Capital Formation
F Although construction investment slowed down, the manufacturers of semiconductors
and photo electronics actively expanded their plants As a result, the growth rate of fixed
capital formation reached 18 41% and 27 13% respectively 1n the first two quarters. Investment on
machinery grew 40% while the overall investment increased by 23 %

Relative to private investment's high expansion, government investment declined 4 05% and
16.09% 1n the first two quarters due to the slow implementation of public projects and relative
high base of last year. Investment from government and pubhc enterprises declined 11 1% and
17 0% respectively 1n the first half, a poor performance quite contrast to that of 1999

Trade

In the first half of 2000, Taiwan's trade expanded to a large extent In terms of US dollar,
commodity exports grew 18 36%, 27 58% and 30.20% respectively in the first three quarters,
representing the best performance since 1988 As for regional distribution, from January to
September, commodity exports to South Korea grew 60.7%, following by Japan's 44 1% and
ASEAN's 32 2% Exports to the USA and Europe also grew by 14.6% and 20 1% respectively

Looking at the product structure, the machinery and electric equipment were the major export
products, representing 54 9% of total exports From January to September, export of machinery
and electric equipment grew 32 6% Among them, electronics, information and telecommunication
products, which took up 20 8%and 13 2% of total exports, grew 50 4% and 35 0% respectively
Other product with wide margin growth was precision machinery hke optics and cameras,
measurement equipment, and medical apparatus, with growth surpassing 56 8% As for exports of
traditional products such as textiles, animal and vegetal products, leather and fur, and plywood
also showed growths. Overall, from January to September, commodity export grew by 25.5% in
comparison with the same period of 1999

As for imports, booming domestic economy and mcreasing investment 1n the first half brought
about a large import expansion. During the first three quarters, commodity imports grew 25 62%,
39 70% and 36 50% respectively Taiwan's major imported goods were agncultural and raw
materials, occupying 64 4% of the total imports. From January to September, agricultural and raw
matenals increased by 33 4% from that of 1999 in the same period Import of capital equipment,
which took up 27 9% of total imports, grew 44 5% Import of consumption goods only took up 7 7



% of total imports. From January to September, the yearly growth reached 4.6% It appeared that
the increase 1n imports 1s mamly from production expansion instead of increase 1n consumer
expenditure From January to September imports jumped by 33.4% in companson with that of
1999 1n the same penod

Prices

In spite of buoyant economy in the first half, commodity prices did not nise significantly,
mainly due to the improvement of the industnial productivity and sharpened competition. The
market of real property was still at the trough, leaving less room for increasing rents. Stable food
prices and reduced charges on telecommunication service also helped CPI down. Another factor
was the appreciation of the NT dollar Consumer price has increased by 1 14% during the first
three quarters of this year in comparnison with that of 1999 The core CPI, exclusive of fresh
vegetable, fruit and fishery, grew merely 0 54%

With the gradual climbing prices of the global agricultural and raw matenials, wholesale price
displayed a surging trend Especially, crude o1l price rose in accordance with the expansion of
global economy and the turmoil 1n the Middle East Crude o1l price was over US$ 37 per barrel at
one time, but with the US pressure on OPEC members, prices started to drop slightly From
January to September, import price index grew by 5 08 % from that of 1999 1n the same perniod. In
contrast, export price index dropped by | 74% from that of 1999 Considering that WPI dropped
4 55% 1n 1999, the gain 1 2000 did not return WPI to the level in 1998

Financial Markets

In stock markets, the fact that Y2K cnsis did not cause major troubles when coming into the
new millennium and the electronic communication industry's outlook was considered as good
boosted the weighted index to reach 10,161 points on February 19 The average of daily trading
expanded to NT$ 196 5 bilhon in February Since then due to the outcome of the presidential
election and the downturn of Nasdaq index , the benchmark TAIEX index was adjusted to 8,349
points on May 11, or daily turnover also shrunk to NT$ 106 6 billion Thereafter, the
announcement of MSCI to increase Taiwan's weight 1n its global index has pushed TAIEX back to
the 9,000 points temporanly But new government's lack of direction in economic policy and the
sinking U.S. stock prices again caused TAIEX to go down and trading to fall In September the
skepticism of 1nvestors on the performance of high-tech industry m the U S stock markets and the
domestic political turmoil caused by the scrapping of the controversial Fourth Nuclear Power
Plant led to another market downtumn adjustment Despite the active intervention of the
stabihization funds designed to defend the stock market, the TAIEX continued to dive, falling 18 8
% 1n September.

on October 4, the ministry of finance urgently announced that the 7% floor limit of daily
drops was cut to 3 5 % However, the stock market was not enthusiastic and on October 19,
the index kept taking a dive to 5,081 points on a paltry turnover of NT$ 37 7 billion

Premdent Chen Shur-bian accepted former premier, Tang Fer's resignation on October 3 and



In order to revive investors' confidence, the Executive Yuan on October 14, keld a financial
and economic conference and announced the Eight Stimulus Measures as the following

I No tax hike during this term of presidency

2 Abolish current 2 percent business tax on financial institutions and defer loan payments  for
traditio nal industries by six months

3 NTS$ 450 billion preferential loan for traditional industries to be backed by a credit guarantee.
4 Brnnging n foreign Asset Management Corporations to handle bad loans.

5. No water shortages, no electricity shortages.

6 Increase the industrial land development fund by NT$ 30 billion from the current NT$ 10
billion

7 Provide NT$ 15 billion fund to help SME's upgrade manufacturing technology.

8 Improve the quality of labor in Taiwan and provide adequate labor supply

On October 19, the Ministry of finance announced a package of s1x new measures to help ease
selling pressure These include IPO's margin deposit percentage should increase to 120% from
90%

Floor limut of daily stock drops will be cut to 3.5% duning 15 days trading session Shares value
below NT$ 10 should temporary stop being trading on margin. Loosened the limit on foreign
portfolio investment In response to those measures and the rebounding of the U S stock markets,
the TAIEX bounced back on October 25 and the index shot to 6,000 points, closing at 6,023 points
on a turnover of NT$107.9 billion

As for the exchange rate, due to the fast expansion of Taiwan economy, buoyant trading in stocks
and sustained foreign capital inflow, the NT dollar appreciated 1n the first quarter The average
exchange rate against the dollar reached NT$ 30 74, increasing about INT dollar from NT$ 31 70
of 1999 1n the fourth quarter The NT dollar continued to appreciate against the dollar in the
second quarter, the average exchange rate was NT$ 30 68 But due to the stronger dollar, the
gradual degeneration of Taiwan financial situation, the slowing down of foreign capital inflow and
the accumulation of foreign currency savings, the NT dollar started to dsplay a falling trend since
the beginning of the third quarter As a result, the exchange rate reached NT$ 31 11 against the
greenback In October the stock market's poor performance and the Central Bank's let go 1n the
foreign exchange market caused a deeper depreciation on the NT dollar The exchange rate against
the dollar dipped 0 62 to 31 92 on October 13, and closed at NT$ 32 26 on October 17

As for short-term interest rate, 1n spite of the domestic fast expansion pace, financial institutions
appeared more conservative on granting new loans In the light of stabilizing consumer price and
recouping economic prospenty, the Central Bank implemented a loose monetary policy In
addition, increasing foreign capital inflow also helped domestic financial market to maintain a low
interest environment The average of overnight borrowing rate was 4 62% in the first quarter,
lower from 4 78% of 1999. Subsequently, with the nise of the global interest rates, increasing non-
performing loan ratio among domestic financial institutions, and poor stock market performance,



short-term interest rates went up gradually The average of overmight borrowing rate during the
second and third quarters were 4 74% and 4 78% respectively, still considered low

Another key mtiative 1s the Global Logistics Center Plan, launched in October this year The
basic aim of this plan 1s to capitalize on Taiwan’ s advantage in high-tech manufacturing, provide
full digital and infrastructure support for the integrated flow of productive factors, and enable
optimal supply-chain management so that our island can develop as a major international
procurement and logistics base  Actions to be taken under this plan include measures to enhance
the efficiency of goods transshipment, assistance with land acquisition, expanding the
operational scope of the offshore shipping center, modifying the tax environment in line with
international best practice, simplifying commodity inspection procedures, and cultivating needed
manpower.

By implementing these and other plans, we will seek to write the next bnght chapter of
Taiwan’ s economic development. We will carry forward to a higher level the hberalization and
globalization of our economy. We will strive to keep up with the fleetest of foot racing into the
digital age. We will, most importantly, ensure that everyone on Taiwan can enjoy not only
matenal prosperty but other good things 1n hife as well, on an 1sland where technology’ s benefits
harmonize with a caring respect for the natural world and our place within 1t

Tarwan companies pass orders to overseas manufacturers manly out of five considerations (1)
cheaper production cost overseas, (2) request by customers, (3) availability of overseas
subsidiaries; (4) domestic production cannot absorb all orders; and (5) domestic facility for the
specific production no longer available. Among domestic manufacturing industry’ s orders
fulfilled by overseas production, about 22% go to Japan, the U S and Europe, 41.5% go to
Mainland China, and 32% go to Southeast Asia The information electronics industry has a higher
than average ratio, with 23 8% going to Japan, the U S and Europe, and 49% to Mainland China,
and 25 5% to Southeast Asia The electronics and electric machinery industry has a similar
distribution.

Global Logistics and High-tech Industry

In the computer industry, global leaders such as Compaq and Dell have set up international
procurement office (IPO) to keep cost low and to secure market In the past, big local players such
as ACER, Tatung, Inventec and Mitac etc would make a forecast for next year’ s OEM orders and
will plan and produce ahead The production then would be sent to global players in the U.S
Europe or Japan, which would take care of distnibution, dehvery, inventory and after-sale services
The trend toward IPO/BTO mode implies a change from traditional OEM/ODM operations of
Taiwanese firms Since the U S or Japanese companies will not give a procurement order to
Taiwan until they secure such an order from distribution or retailling agency Therefore, they
shorten the supply chain and reduce inventory cost on their part and pass the job to the
OEM/ODM producers If a firm from Taiwan wants to win OEM orders from these big players,
they have to also have strength 1n global logistics management As a result, OEM orders mainly
go to large companies such as Acer and Mitac  As for SMEs, they will have to work with these
core firms to get orders



In a BOT mode, the OEM firm will have an advantage to have a warehouse 1n the client-
appointed place Meanwhile, the distributor, upon receiving the order, will go directly to the
production pont or shipment warehouse to get the ordered products. With sound global logistic
management empowered by logistics businesses such as FedEx and UPS, firms will gan
sigmficant competitive edge Therefore, increasing overseas investment to build strong global
network based on further honzontal and vertical division of labor 1s a must for most of Taiwan’ s
high-tech industries

The lengthening Value chain on Taiwan’ s part implies increased business nsks as well as
opportunities Tarwan seems to be more or less ready in grabbing the opportunities Besides a
robust manufacturing base on the 1sland and the progress made towards building the capacity of a
11regional operations center, Taiwan has set up a large number of overseas production bases via
increasing outward investment since the mid-1980s  Although the greatest concern of outward
mvestment was to take advantage of low cost of labor and land 1n the host country, the availabihity
of feasible support to global operations has been increasingly important

In 1998, more than 71% of Taiwan compantes which invested overseas had investment in
Mainland China And about 17% made investment in the U.S The investor company has shown
most preference to mvest alone. (Mmistry of Economic Affairs 1999) The investment 1s made
mostly in cash However, most SMEs have mnvested 1n the form of machinery equipment, raw
materials, components, semi- fimshed products or fimished products While most parent companies
have the functions of production, R&D, design, marketing and distribution, finance, planning,
procurement, and services, the subsidiares may only have the production department plus a
finance and a marketing and distribution department It 1s worth noting that there are already 30%
of overseas subsidianes that have R&D department Currently, technology of subsidianes 1s
predominantly supplied by parent companies albeit in a dechining trend Whether the increasing
R&D capability of overseas subsidiaries has any impact on Taiwan’ s domestic industries remains
to be seen.

On Nov 2000, According to my organization Mantraco, sole member of World Aircargo
Organization, one of our local based TAFA-R member, (who declared 92% revenue share 1s Hr
tech products) , their Customer Service department had reach on most of their customer, find out
more than 87% of the manufacturers either they had China Setup or they are going to do so



slow down moderately 1n 2001. Based on IMF's global economic outlook report released

n September, the global economic growth 1s expected to attain 4 7 % in 2000 and 4.2 %
in 2001 In addition, the growth on global trade volume could fall from 10% of 2000 to 7 8% 1n
2001 Under this scenano, Taiwan's foreign trade 1s expected to grow sigmficantly this year and
slow down moderately mn 2001 Nevertheless, the speed of export growth 1s expected to be faster
than import growth, thus enlarging trade surplus in 2001. With the private investment flowing into
electronic communications, the manufacturers continue to broaden ther plants, year 2000 will
enjoy great growth i companison with negative growth of 1999 Overall, TIER, Taiwan Institute
of Economic Research estimates the domestic economic growth would sustain at 6 37 % level It
would drop to 6 01% 1n 2001 ( table 2-1) The prospect of economic outlook are as follows.

O utlook It appears that the global economy will have a fast expansion 1n 2000 and then

consumption growth has slowed during the fourth quarter, and the annual growth 1s

forecasted at 6.28% With the slowing economy, increasing unemployment rate, private
spending growth will fall But civil servants and teachers are expected to see their salanes and
wages increasing by 3%, driving up salaries and wages 1n the private sector. The stock market is
estimated to rebound after the downturn adjustment, and private consumption growth ratio could
be kept at 6 10% 1n 2001

C onsumption Affected by the poor performance of the stock markets, the private

fiscal year would brning back the government's expenditure to grow at 6 88% 1n the fourth

quarter, and the annual expenditure growth 1s estimated at -082% Due to the scrapping of
2% bank's business tax, the government's tax revenue will fall, as a result, its expenditure will be
bounded as well, and the growth rate 1s expected to grow by a slim margin of 0 14%

ﬁ s for the government's expenditure, prompt implementation of the budget at the end of

Investment Due to the sustained enlargement of the semiconductors and photo electronic plants by
the manufacturers, 1t 1s expected that the pnivate investment will sustain growths, reaching 16 84%
in 2000. With the development of private electronic businesses and fixed Internet market,
investment 1n the machinery will remain buoyant Construction investment would increase as the
high-speed railway and large shopping centers are now undertaken along with government's
stimulating package It 1s esttmate that pnivate investment growth will reach 7 36% by 2001.

r I Yhe reconstruction of regions hit by the 92 1earthquake 1s believed to quicken and the
government's mvestment growth will reach 1 20% this year and shghtly surge to 2 72% 1n
the upcoming year

International trade In spite of the gradual slowing down of the global economy, with the strong

competitiveness of domestic electronic products, commodity exports would sustain 23.23%

growth 1 2001, but may drop to 7 55 % by 2001. With the slowing of the domestic economy and

consequent machinery demand, growth of commodity imports 1n 2001 1s expected to decline 1n
companson with that of this year. However, when Taiwan joins the WTO, lower tanffs and other
liberalization policy will boost imports that could grow by 29 93% this year and fall to 6.58% by

2001

As for service trade, Taiwan are in the deficit With prompt rebuilding of the regions
destroyed by the quake, tourism 1n those areas 1s expected to improve in 2001 and help amehorate
service trade deficit



Overall, real export growth (including commodity and service) will reach 18 47% and 7.30%
in 2000 and 2001. Real import growth will attain 17.69% and 5 97% n 2000 and 2001
respectively.

Prices The wholesale prices will chmb as the prices of energy, agricultural and raw matenals are
growing along with the global prospenty. The expected depreciation of the NT dollar during the
fourth quarter will also add pressure on wholesale prices. The annual growth rate of wholesale
price index 1s anticipated to stand at 1 92% thus year and 2 22% by 2001

Regarding consumer prices, although consumers were affected by the nising of gasoline prices,
increasing charges for tuition, and higher prices of vegetable and fruit, rent continue to be flat and
fee of telecommunication has been reducing As a result, consumer price index will only increase
1 31% 1n 2000 and 2 05% by 2001

Financial Markets

A strong dollar and poor domestic stock market performance will have a negative impact on
the NT dollar. It 1s, therefore, expected that the NT dollar will continue to depreciate aganst the
dollar However, under the stability policy of the central bank, the degree of depreciation should
be imited The average exchange rate of the NT dollar against the US dollar 1s expected to reach
31 80 1n the fourth quarter and 30 &3 for the whole year In 2001, slowing U S economy 1s going
to make dollar weaker so that the NT dollar will appreciate gradually The average exchange rate
of the NT dollar agamst dollar 1s expected to reach 31 63 by 2001 (this 1s government forecast,
but the market forecast 1s reach to NT$35.00=1US$ )

As for interest rate, due to the increase of money demand m the fourth quarter, pressure has
raised on short-term 1nterest rate, but the central bank’s loose monetary policy will keep the
interest rate steady The average of overnight borrowing rate 1s estimated at 4 76 % in 2000 and
will reach 4.81 % 1n 2001

(6) Future uncertainty

As for the global economy, the U S economy appears slowing down, but the job markets
continued to be buoyant. In addition, crude-o1l price hike continues to raise inflation pressure If
the Fed raise the interest rate again to curtain inflation, then this could force the US economy
toward a harder landing and 1n turn hurt the global economy

Moreover, crude o1l 1s a pending problem that constitutes a threat for the global economy If
the crude o1l prices are kept above US$ 30 per barrel, this will affect the global economy

The cloudier prospect of high-tech industry 1s also a threat But 1f foreign big manufacturer
release order to domestic firms to cut down costs, this will be beneficial to domestic hi-tech
industry

There are some domestic factors that might have an impact on the domestic growth There are
as follows: cross-strait relations, domestic political instability, and the pace of financial reform, etc.
If the government could cautiously handle cross-strait relations, bring all domestic political parties
n the nght track and succeed in financial reforms, undoubtedly, 1t would greatly help Taiwan's
economy



Forecast on Taiwan Macroeconomic Indicators

[tems unit 1999 2000 2001
actual | estimated | forecast
GDP % 542 6.37 6 01
Pnivate Expenditure % 537 6.28 610
Government Expenditure % -6.49 082 0 14
Fixed Capital Formation % 178 10 24 651
Govenment % 3 64 1.20 2.72
Public Enterprises % 13.28 783 930
Non-government Department % -0 68 16.84 736
Exports (Goods&Laborservices)
Serv]cese) % 11 90 18 47 7.30
Imports (Goods & Labor services)
% 44] 17 69 5.97
Goods Export (US$)* % 906 | 2323 7.55
Goods Imports (US$)* % 576 2993 6.58
Trade deficit*(US$ Billion) 1090 6 40 816
Commodity Price Index % 018 131 205
Wholesale Price Index % 455 192 222
Exchange Rate (average)
NTS$/US$ 3227 30 83 3163
Overnight Borrowing Rate (average)
% 478 4.76 4 81

Note Above figures are from customs

Source Taiwan Institute of Economic Research Forecast




Air Cargo Marketing

Air Cargo Annual 1s vital reference document for airline managers, cargo agents, planners,
statisticians, forecasters and analysts - 1n fact, anybody interested 1 the air cargo industry who
needs answers to questions such as .

. What was the scale of growth 1n the air cargo market during 1999?

. Where was this growth strongest and weakest ?

. Where were the largest air cargo markets ?

. What was the impact of growth trends on yields and operating efficiencies ?

. What volume of cargo was handled by the world's Top 50 airlines and airports ?

Regional Traffic/Total Capacity Growth Rates, 1999
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What Does Air Cargo Annual Contain?

The latest edition contains an even more n-depth analysis of developments 1n the world air cargo
industry Key features include

B A Global Overview Of Air Cargo Market Trends In The 1990s

Freight Tonne Kilometre, Available Tonne Kilometre, Weight Load Factor Trends

BRegional Market Analysis

North Atlantic, Within Europe, Within Far East, Europe-Far East, North & M1d-Pacific, Europe-
Middle East, North America-South Amernica and Within South Amenca

BTop Freight Airlines in 1999

Ranking of IATA member airlines by freight tonnes carned, freight tonne kilometres and weight
load factors on all-cargo operations

BTop 50 Airports for Freight Tonnage 1n 1999 (NEW)

MIndividual Country Analysis

Over 100 pages of Air Cargo Annual are devoted to the compilation of unique Cargo Account
Settiement System (CASS) data. This data 1s aggregated to provide m-depth analysis (1 ¢,
regional trade breakdown, Top 30 country and city paurs, top 5 origin cities, airlines and
agents,average yields, weight scale trends, seasonality) for the following 24 key cargo markets
Australia — Belgium - Canada - Costa Rica — Denmark - France - Germany - Great Britain -
Greece - Ireland - Italy - Korea (Republic of) — Mexico - Netherlands - New Zealand — Norway -
Panama (NEW) - Philippines - Portugal - Spain — Sweden - Switzerland — Turkey - United States
of America .

FREIGHT FORECAST 2000-2004

IATA's latest annual Freight Forecast, covering the period 2000-2004, shows greatly increased



optimism about market prospects following two years of caution. This air of confidence can be
directly linked to a much improved world economic chimate

The result 1s a predicted Annual Average Growth Rate (AAGR) for total scheduled international
traffic of 6 7% - up by 1 2% from last year's forecast and up 1 4% on the 1998-2002 forecast.
The latest growth projections indicate that the volume of international air freight will nise by 6 6
mullion tonnes during the five year forecast period to a 2004 level of 23.8 million tonnes

Forecast international Air Freight Traffic
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Source' IATA's Annual Freight Forecast 2000-2004
The Freight Forecast 2000-2004 1s derived from IATA's annual survey of the world's major
airhnes, airports and civil aviation authornities The report represents the consensus opinion of the
air freight industry's leading forecasting and strategic planning experts and provides informed
commentary on the current and future development of the global air freight market.

The Freight Forecast 2000-2004 1s a vital planning and resource allocation tool for managers,
researchers, analysts, statisticians, forecasters, planners and marketing executives 1n the air
freight industry and associated fields

This report 1s available in printed format for USD 460 (USD 345 for IATA Member Airlines)
The Freight Forecast 1s also available from the web for USD 470 (USD 350 for IATA member
Aurlines and Partnership Programme Members). The web version contains the full text of the
book 1n Adobe Acrobat and the Forecast Tables come in Excel to facilitate your analysis of
future trends 1n air freight traffic growth.



Physical Air Cargo 2000
|

Cargo Express Express
Terminal Import Export Transit} Export Import OBC Area

TACT 307,852,591 238,805,98d 86,384,91 12,593,107 15,052,459 5,867,144 666,556,197

ECT 61,115,065 184,841,152 245,956,217
GFT 84,726,730 169,013,528 253,740,258
FedEx 5,151,920 10,714,088 15,866,008
UPS 2,878,150 2,649,884 8,487,120 14,015,154
TACT (KH) | 38,701,202 56,260,122 268,918 61,052 95,291,294

Year 2000 Totall 492,395,588 648,920,784 89,531,984 12,654,159 22,854,263 25,068,357 1,291,425,128

Year 1999 | 415,155,488 606,318,68¢ 78,549,713 14,668,642 10,726,887 4,283,641 1,129,703,057

Ratio 18.61% 7.03% 13 98% -13 73% 113.06% 485.21% 14.32%

Reference with the Report from the CKS airport authorities of CCAA/ROC, the total Airfreight on
Import is 492,395,588 against the 415,155,488 on 1999, there is a increasing of 18.61% on normal
cargo, 648,920,782 kilo of 2000 on export aganst 606318,686 of 1999, there 1s a increasing of
7.03%. For express shipment total increased 113.06% on Import. Decreasing of 13.73% on express
export only because the customs formalities not meet market requirement.
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