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Recapping the Economy

GDP Likely to return to 0% by end of
year.

Foreclosures are Slowing Down.
Home Prices Finally Hit Bottom.

Month over month increase in
factory orders, home prices,
productivity, rail volumes....

Imports/Exports Slowed WAY down,
but mo-to-mo Is up!

IMS WORLDWIDE INC.



2008 Total TEU Growth

Port of Entry 2008 TEU | 2007 TEU | 2008 % Growth
Volume Volume Over 2007
Los Angeles 7,849,985 8,355,038 -6.04
Long Beach 6,487,816 7,312,465 -11.28
NY/NJ* 5,265,053 5,299,105 -0.64%
Savannah 2,616,125 2,604,310 +0.45
Oakland 2,236,244 2,387,911 -6.4%
Hampton Roads (VA) 1,200,859 1,221,591 -1.69%
Seattle 1,704,492 1,973,504 -13.6%
Tacoma 1,861,352 1,924,934 -3.3%
Houston 1,794,313 1,753,210 +2.34%
Charleston 1,635,533 1,754,376 -6.77%
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Los Angeles (July) 3,762,236 -15.88%

| Long Beach (July) 2,766,088 -26.8%
- |NY/NJ (June) 1,714,107 17.1%
u}h Savannah (July) 1,295,358 -14.7%
| oakland (June) 962,482 -13.9%
| Hampton Roads (VA) (June) 832,052 -19.6%

| Seattle (July) 826,367 -19.5%
Tacoma (July) 925,277 -15.4%
Houston (July) 1,031,151 -5.9%

Charleston (June)

576,988

-31.6% |
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U.S. Real GDP and Industrial Production Growth i .i
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1U.S. Real GDP = Industrial Production
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Drivers of Shipping: U.S. & Canadian Housing in
Recovery After 2009 as Four-year Decline Ends

(Housing Starts, Millions of units)
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Recovery Boosts TEU Imports of Furniture, Fixtures, Household Furnishings
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Drivers of Shipping: U.S. Traditional Manufacturing
Recovery Draws in Parts Imports; Creates exports

(Manufacturing Output, Percent change from a year earlier)
20
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= Durables =mt== NoOndurables
Recovery in Durables Demand drives Rebound in Their Shipment Activity
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World Trade Outlook: Export / Import Trade
Recovers in 2010 from Dramatic Decline in 2009

Notice 2x to 3x Trade Volumes to GDP relationship e  xists “+ or —”
(Percent change in value)
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should be
U.S. Economic Outlook: Trade Recovery i€ Higher
Rate than Overall Economy, but Not Double Digits

(Percent change in value)

2008 2009 2010 2011
Real GDP 0.4 -2.7 1.8 3.1

Consumption 0.2 -0.6 1.6 2.0
Residential Investment -21.0 -23.0 9.5 28.8
Bus. Fixed Investment 1.6 -18.3 -0.1 12.6
Federal Government 6.0 4.5 1.3 -3.7
State & Local Govt. 1.1 -1.0 0.0 -0.3
Exports 6.2 -14.3 3.7 9.3

Imports -3.5 -15.2 8.5 6.9
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NAFTA Trade in North America

(U.S. to Canada & Mexico)

%

2009 Reduction
Canada 2008 (Jan-July) (Jan —July)

87,337 89,236

158,984 166,077

2008 2009 %

(Jan-July) Reduction
QETENIV]Y)

Exports to:

Imports from:

162,065 63,712
241,687 102,911 -13.7%

Exports to: 137,687 148,545
Imports from: 216,977 229,898

*In Millions of U.S. Dollars - Rounded to nearestlidin




NAFTA Trade in North America

Canada
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Canada 2006 2007 2008 2009 % Reduction
(Jan-July) (Jan —July)
Exports to: 83,371 87,337 89,236 38,431 -13.5%
Imports from: 159,796 158,984 166,077 57,828 -16.8%




NAFTA Trade in North America

Mexico
2009 (Jan-July) i—‘
o00s
i l m Exports
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2006 2007 2008 2009 % Reduction
(Jan-July)  (Jan—July)
Exports to: 137,687 148,545 162,065 63,712 -14.8%
Imports from: 216,977 229,898 241,687 102,911 -13.7%




Total Truckloads

Port of Entry 2006 2007 2008
Brownsville 243,116 239,023 222,316
Del Rio 65,487 63,460 57,182
El Paso 744,951 782,936 758,856
Hidalgo 457,825 486,756 476,000
Laredo 1,518,989 1,563,836 1,555,197
Total: 3,030,368 3,136,011 3,069,551

Source: RITA Bureau of Transportation Statistics




Five Major Container

Ports in Mexico
* Ensenada - West Coast
* Manzanillo - West Coast
® Lazaro Cardenas - West Coast
* Altamira - East Coast
® Veracruz - East Coast










Port of Brownsville Import & Export Volumes in Short Tons

Short Tons
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Today’s Economy Is Dominated
by Fear of the Unknown

 Where is the U.S. and Mexican Economy
Headed?

* How long will this Recession last?

« Will manufacturing return to Mexico/USA or will
we maintain the status quo?

* Wil cross-border trade pick up faster than Port
traffic?

« PANAMA CANAL?7?77



Panama Canal

Canal’s new lock set to open end of
2013 or early 2014.

Wil be able to handle ship sizes of
9,500 TEUSs max.

Charges for each TEU will be higher.

Some existing traffic will switch to
larger ships in the new lock.



Transit the Canal

Feeder series that don't
transit the Canal




Panama Canal






Total TEU’s Handled at the Port
of Houston

Annualized 2008 TEU Volume = 1.85M

2009

Source: AAPA



Latest Estimate — IMSW 09



Long-Term Economic Outlook

IHS Global Insights

U.S. recovery sees peak year growth of 3.7% in GDP  in 2012.
World trade growth rebound peaks at 10.7%, lesstha n 2/3 of
2006 boom year trade growth.

Changes in credit and financial markets will affect recovery
and trade. (Coming Commercial Valuation issues)

Length and depth of recession has caused permanent loss
to economy from unused potential output. Delayed
Investment and consumption is not recovered in sens e of
getting back to same base-line forecast trend.

Instead, population, productivity and income growth result in
growth in the economy and consumption back to previ ously
forecast levels, but delayed by several (4 to 6) years.



C-TPAT for the 3PL, Definition

« Definition: A third party logistics provider (abbreviated
“3PL") Is a firm that provides outsourced or “third party”
logistics services to companies for part, or sometimes all
of their supply chain management function.

« Third party logistics providers typically specialize in
Integrated warehousing and transportation services that
can be scaled and customized to customer’s needs.

« Typical outsourced logistics functions include inbound
freight, customs and freight consolidation, and
warehousing.

« Entities which only provide domestic services and are
not engaged in cross border activities are not eligible.



Eligibility Requirements

e Be directly involved in the handling and
management of the cargo throughout any point
In the international supply chain, from point of
stuffing, up to the first U.S. port of arrival.

— THIS IS CRITICAL!
— Do you receive freight in containers?

— Do you recelve freight from a border
crossing?

— Do you unload freight that was crossed, or
Imported through the Port - BEFORE
ANYONE ELSE?



Eligibility Requirements

« Manage and execute these particular
logistics functions using its own

trans

ware
beha

nortation, consolidation and/or
nousing assets and resources, on

f of the client company.

— Leasing of these “assets” Is acceptable.

— In-house 3PLs (using customer assets) is
acceptable.

— Must physically “touch” the freight.



Eligibility Requirements

* Do not allow subcontracting of service beyond a
second party other than to other CTPAT

members (does not allow the practice of “double brokering,” that is,

the 3PL may contract with a service provider, but may not allow that
contractor to further subcontract the actual provision of this service).

— IF the other party is CTPAT, OK---

— IF NOT, don’t use that example, use an
example where you are NOT using another
contractor to qualify.

— Not all of your “movements” or |
transactions are with a third party, right?




Eligibility Requirements

* Be licensed and/or bonded by the Federal
Maritime Commission, Transportation
Security Administration, U.S. Customs and
Border Protection, or the Department of
Transportation.

— This may be the toughest eligibility
requirement of all, but don’t most of us
have DOT licenses?

— Get creative, IF you miss all of these but

have another license type, use it, and
appeal that you have met all of the other

criteria.
— Talk to CBP FIRST!!!



Eligibility Requirements

 Maintain a staffed office within the United
States.

— ALL of us should be able to qualify under
this bullet.

— Goal here is to NOT allow Foreign-owned,
non-U.S. parties to become involved in this
module of CTPAT.



Conclusions - Logistics

The Panama Canal WILL affect West Coast Ports
negatively and Gulf Coast Ports Positively!

REMEMBER- It is all about costs, and once costs are
“balanced,” West Coast ports will revive “some” of
their lost market share!

Some China manufacturing coming back to Mexico will
occur in the heavier commodities/products.

Houston is in a GREAT position as it truly is a city that
Is “Tri-Coastal.”



Conclusion - CTPAT

You MUST think like CBP and fill in the questionnaire in
such a way as to qualify, if you do.

REMEMBER- The answers to the qualifications are

KEY, the rest is just good business practices that ca n
be accomplished through agreements, diligence and
common sense.

Some of you won’t qualify. | am truly sorry as | and the
committee did all we could with CBP.

If you need help, call me!



Thank You!



