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e China/Asia is still the manufacturing leader
In the world

e Fuel costs and surcharges are definitely
playing into manufacturing locational
decisions.

e This Recession is killing EVERYONE!!




OLD TRADE ROUTES INTO THE USA

[l U.S. Intermodal System Route
L1 Panama Canal Route
B Suez Canal Route




=
S
=
O
Z
O
=
2
p)
2
S
O
ad
=
O
Z

"

o ﬁ
M}%;

L

.
t

o NG

!

- o

370 re

ing

NEW Routes for Imports into the USA




U.S. Imports Have Declined with the
Weakening of the U.S. Economy ...

... the depreciating dollar, and record oil prices
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*Forecast; Percent above Bars Shows Growth Rate from Year Before

Source: PIERS Maritime Research
Copyright 2008 PIERS Global Inteiligence Solutions




$1.9 Trillion
Imports

$1.1 Trillion
Exports

997 000



Top 10 U.S. PortsiZo0yai=oRavieiiisE
and GrowthioVerRzZooGaiiNnnicIRE)

Los Angeles* 8,355 -1.4%
Long Beach* 7,316 +0.4%
NY/NJ 5,299 +4.1%
Savannah 2,604 +20.6%
Oakland 2,388 -0.1%
Hampton Roads (VA)* 2,128 +4.0%
Seattle 1,973 -0.7%
Tacoma 1,924 -6.9%
Houston 1,768 +10.1%

Charleston 1,754 -10.9%

TOTAL US VOLUME - 2007 = 43,046,746 TEU
* Capacity for 8000+TEU vessels (+Halifax and Princ e Rupert)
(All other U.S. Ports not listed = the approximatel y 18% of Total U.S. TEU Volume)




el0lefojizll T=1) Growyir

Port of Entry January to % Growth over

July - 2008 TEU Jan — July
Volume 2007

Los Angeles 4,472,638 -6.1%
Long Beach 3,778,129 -9.4%
NY/NJ** 994,962 +4.7

Savannah* 874,798 +7.8%
Oakland* 735,264 -1.1%
Hampton Roads (VA)* 512,546 +0.3%
Seattle* 580,971 -3.4%

Tacoma** 444 383 -5.8%
Houston 1,096,000 +10.5%

«January — April 2007 to Growth Over Same Period 2007
o** January — March 2008 to Growth Over Same Period 20 07
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Major Population Centers
Forecast for 2030




Logistics Cost Breakdown 2008 Est.
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Establish, Inc/Herbert W. Davis and Company 2006 Database




Survey of 900 — July 2008

Consequences of higher fuel prices

Inventory costs pushed closer to final destination

Increased buffer stocks, larger loads shipped
Development of more flexible manufacturing
strategy

Near-shoring to reduce inventory
Increased product density
Development of central warehouses

Postponement of product finalisation
In-sourcing drives changes in warehousing and
distribution
Locating production at customer plant sites
Exchange of commodity products with
competitors to reduce the need for transportation

Other

58%




East Coast — West Coast DC Model
(2 DC Model)
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POOL Warehouse Model -
Using more “gateway ports”

17% Transportation Savings Over Baseline ($1,042K A nnually)

—

Tofal Transportation $5,006(1
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“What-If” scenario in 2030, with
$7.00 Diesel!
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Norfolk, VA

Jacksonville, FL




Challenges — What ifs?

ILWU

TWIC

10+2

2008 Election Outcome
Fuel @ $125 +

Cost of going “Green”

U.S./Global Economic Challenges




PANAMA CANAL EXPANSION - 2014-15






Houston Terminal Option

Container
Terminals

Houston Ship Channel
From the Mouth to the
Turning Basin




Total TEU’s Handled at the Port of
Houston

Source: AAPA



Share of Texas Container Market
Served by Port

Source: Piers Data (3 Months)



Houston Top Import Carriers

Source: Piers 11/06-10/07



Top Containerized Imports into Houston
— TEU & Value

Source: Piers 11/06-10/07



Houston Containerized Import Trading
Partners

Source: Piers 11/06-10/07



2004-2006 Top Containerized Export Trading
Partners/Commodity Growth Trends






Houston Distribution
Concentrations 290 & 1-10



Houston Metro Region
New/Expanding Ind. RE Corridors
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Houston FTZ Project FTZ 84

ouston FTZ 84 Is the LARGEST ZONE In the
SA.

Over 17 Warehousing Sites, Over 16
Subzones (manufacturing sites).

Exports from the Zone were up by more than
45% last year.

Houston FTZ will add 6 new sites next year.




Real Estate Conclusions?

No “one-size-fits-all’ DC strategies are here to stay

Key Is population/store base (outbound strategy),

supported by the Inbounc
Cheapest way, to get

Logistics Strategy.
ongest mileage,

with less handling, wil
Important now.

become more

Port-centric DCs will become more valuable, IF
located inside a large population base.

Beware!! The R-word Is Real!




Any Questions?




