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New job, new beginnings
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This is my first message in Cargo Clan as director
Cargo. | have had the pleasure of meeting some
of you in the short time | have been in place and
look forward to meeting more of you in the
months ahead. | would like to take this
opportunity to thank you for your tremendous
support for my predecessor James Woodrow
and Cathay Pacific Cargo. We are lucky to have
such good friends and supporters.

The Cathay Pacific Group posted its 2015
half-year results in August. Overall these were
positive, showing a profit of HK$1,972m - nearly
six times that of the same period last year. The
increase in air cargo demand, which started
last summer 2014, continued into the early part
of this year, but slackened in the second
quarter. We expect our business to do well
in the remainder of the year as we focus on
high-quality products and services, such as the
launch of our passenger service to Diisseldorf.
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Director Cargo
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As you can see, not only is there a change at
the top, but also to the look and feel of Cargo
Clan. In this redesigned issue, we take an
in-depth look at the Western Australian rock
lobster market, talking to exporters, forwarders
and our own team. There is also a special
feature on Japan, looking at the economic
outlook, two of its industries that depend on
air-freight, plus an interview with our regional
cargo manager Japan - Shuichi Ueba. | hope
you enjoy these articles and the new look.

We need to stay fresh and innovative
in everything that we do. And | believe this
edition reflects this. It is also the reason why we
regularly rotate our directors in Cathay Pacific.

I hope I will also be able to bring in new ideas to
our Cargo products and services in the months
and years ahead that ultimately benefit you —
our valued customers and partners. | am
delighted to be given the chance.
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We follow live Western Australian rock
lobsters from the warm Indian Ocean
waters to the Chinese market, and meet
one of the industry’s principal characters
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A look at the Japanese economy, its
pharma and high-tech ‘stepper’ sectors;
plus meet Cathay’s regional manager
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Interim results show pressure on yield
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The Cathay Pacific Group has issued its
interim report showing an attributable profit
of HK$1,972m for the first six months of 2015,
compared to HK$347m in the first half of 2014.
The increase in demand in air cargo, which
began in summer 2014, continued during

the first few months of 2015 but slackened

in the second quarter.

The Group's cargo revenue for the period
was HK$11,376m, a fall of 2.5 per cent compared
to the same period in 2014. Capacity for Cathay
Pacific and Dragonair grew by 8.9 per centand
load factor increased by 0.9 percentage points
to 64.1 per cent. But strong competition,
overcapacity and a significant reduction in fuel
surcharges put downward pressure on yield,
which fell by 11.1 per cent to HK$1.93. However,
there was strong demand on some routes,
notably North America, assisted by maritime
backlogs caused by industrial action on the
US West Coast. Traffic to Europe fell short of
expectations, but intra-Asia shipments grew.

Commenting on the slowdown in China'’s
economy and yuan devaluation Mark Sutch,
general manager cargo sales and marketing,
said they were of concern. ‘On the one hand,
we would expect it to increase exports, but yield
ata US dollar reporting level will be affected,’
he said. ‘We are well positioned in our Hong
Kong hub to manage revenue accordingly and
switch traffic flows to India and south-east Asia
as we see China slow down

Looking ahead he added: ‘Capacity this
year will be greater than in the past owing to

the addition of pure freighters and less
conservative capacity management as a result
of lower fuel costs and reduced operating risk.
We are anticipating a peak over a shorter
period than last year, with a more traditional
early December - maybe returning to normal
volumes early in week two.’

Cathay Pacific chairman John Slosar said:
‘We usually perform better in the second half
of the year than in the first. We expect our
business to do well in the remainder of 2015
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868,000 tonnes

Top sales agents in the swing
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The Cathay Pacific Cargo Hong Kong sales team invited
some of their top cargo agents to compete in a golf
tournament at Kansai Kuko Golf Club & Kishiwada Country
Golf Club in Japan. Guests enjoyed a fine course, Zen
meditation and a Japanese tea ceremony in Kyoto.
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Introducing Cargos+ew
director Simon Large
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Cargo to Simon Lakge (right);James
was presented with a boat (below
right) and giant poster (beélow)
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It has been all change at the top at Cathay
Pacific Cargo, with the appointment of Simon
Large as the new director Cargo.

Previously Cathay Pacific’s general manager
marketing, loyalty programmes and CRM,
Simon joined the Swire group in 1991 and has
worked in a variety of management positions
within the airline, as well as postings at Hong
Kong Air Cargo Terminals (HACTL) and Swire’s
tea grower/importer Finlays.

He takes over from James Woodrow, who

has become managing director at the China
Navigation Company, where he continues
to work in cargo, albeit in a bulk capacity,
overseeing a fleet of ships and logistical
solutions for deep-sea shipping clients.

The handover was marked at a lunch
hosted by the Cathay Pacific Cargo Hong Kong
sales team and attended by 100 top agents
at the Sheraton Hong Kong in August.

James thanked the business partners
for their support over his six-year tenure
before introducing manager cargo mainland
China and Hong Kong Aaron Chan and his
own successor Simon Large.

James was presented with a large poster
signed by all the guests and a model ship
engraved with his name.

Simon said: ‘I feel very lucky to have been
given a chance to work with such a great
product and array of loyal customers. It is
obvious | am inheriting a very strong team
and a fantastic legacy left by James.’

‘l have been with the Swire Group since
1991. | spent my first 11 years with Cathay
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Pacific working in multiple roles and
departments, including one year as the
Commercial Director of HATCL.

‘On the personal side, | have been married
to Julia for 16 years - | first met her aged four
in school in Hong Kong! —and | have three
children: Ben (14), Emma (12) and Philippa (7).

‘In terms of personal interests, | would
take the countryside over the city anytime.

So I really enjoy Hong Kong’s country parks
and spend quite a lot of time, when | am not
participating in children’s activities, out hiking
on the trails. | also like the odd round of golf.’

‘l look forward to getting started in this
dynamic business and meeting our loyal and
committed customers in the coming months.’
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EDUCATION

1991 Graduates from Bristol University with

history degree

EMPLOYMENT

1991 Joins Swire Group in multiple roles for
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Cathay Pacific, including marketing manager Mz ES ARG - RIEEE R

India, posts in sales and distribution and
e-business, as well as international affairs

2003 HACTL (Hong Kong Air Cargo Terminal),

commercial director - ‘My first real taste of
life in cargo’

2004 Commercial director James Finlay (tea,

agribusiness and cold storage specialist),

in Glasgow - ‘Finlay has a heavy dependency

on air freight for its flower business’
2009 Rejoins Cathay Pacific as GM Japan
2012 Becomes GM of Marketing

2015 Director Cargo

FAMILY & INTERESTS

Married to Julia with three children, Ben (14),

Emma (12), Philippa (7)

Interests Family, hiking in Hong Kong’s country

parks and the occasional round of golf
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Our experts answer the questions on
cargo you've always wanted to know
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This issue, we ask the Australia team -

what is the largest item you have carried?..

‘We carry a lot of outsized cargo,’ says cargo

manager New South Wales Mark Szewczyk,

‘but the one that makes people smile is the gummy bear
machine we flew to the US. Gummy bears are small chewy
candies, but the machine that churns out 4,000kg of them
each hour has a volume weight of 15,000kg and occupied
two 20-foot pallets and one 10-foot pallet on board.

...and the smallest?

Weighing at around 0.1g and just 12-18mm in length - the
same as a gummy bear - the honey bee has to be one of
Cathay Pacific Cargo’s smallest ‘passengers’. Cargo manager
Western Australia Robyn Young arranges consignments of
bees for Canada because they are free from the mites that
have decimated hives there. Packets with a kilo of bees are
packed with a queen bee on to a pallet with a total weight of
2,000kg. Young says: ‘The bees are doused with water and
dry ice before the flight and during transit to keep them
dormant, because when they buzz they heat up too much.
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Cathay Pacific raises HK$10m for Nepal
ERMEREHRBR—TERT

The Cathay Pacific Group was among the
organisations to step into the international
relief effort in the aftermath of April’s
devastating earthquake in Nepal, raising
in excess of HK$10m.

Following a two-week appeal, the Cathay
Group's staff across the seven wholly owned
subsidiaries raised HK$1.7m, which was
matched by the company to total HK$3.4m.
On-board donations through Change for
Good, the Cathay Pacific inflight fundraising
programme, raised a further HK$2.6m from
Cathay Pacific and Dragonair passengers.

In addition to the cash donation, Cathay
Pacific and Dragonair gave free support to a
number of local and overseas charities in
sending rescue teams and relief supplies to the

OUR AGENT IN... &AL

affected areas. These organisations included
Hong Kong Red Cross, World Vision Hong Kong,
Crossroads Foundation and the Post Crisis
Counseling Network. The Group's support in
this area had an estimated value of HK$4m.
Cathay Pacific director corporate affairs
James Tong said: ‘The earthquake caused
tremendous pain to the Nepalese people.
As an international airline, we have been
able to contribute to the relief efforts through
our group’s network of resources. We would
like to thank our staff and passengers for
their generous support. Through various
means, including cash donations and the
provision of relief supplies and rescue teams,
we hope the victims can quickly rebuild their
homes and lives.

Ms Jane Lau, chief executive of Unicef HK,
said: ‘We sincerely thank the Cathay Pacific
Group for their full support that enabled us to
respond immediately to the needs of 2.8
million adults and 1.1 million children.’

OSAKA Xz

How long have you been with Cathay Pacific?
| joined Cathay Pacificin 1992, and | have been
a cargo man for more than 20 years. | trans-
ferred to Osaka from Tokyo, three years ago.

What about your family?

My wife and two children still live in Tokyo.
| travel back to see them a couple of times
a month.

What do you like best about the job?

We don't offer simple solutions. In the
passenger business, it's one person, one seat

— with cargo the variety is bigger. Something
that is unique to Japan is that we manage the
loose cargo and build the freight into the ULDs
{unit load devices) ourselves. This is interesting
and different from other markets.

What are the main products you handle?
Electrical components and heavy industrial
equipment, like excavators. Mainly this would
go by ship, but if there are requests that need
to be met quickly, companies will use our
freighters. KIX [Kansai International Airport]
is a good location for items to be trucked in.

Koichi Ikematsu St#A%E—

Cargo sales manager West Japan, Cathay Pacific Cargo
BRI ZE A AT R e 3R S AT

What are the challenges and opportunities?
Our customers care about quality of service,
but are also very cost-conscious. But we have
a lot of capacity from here, with six flights a
day and four Boeing 747 freighters a week, so
we have the frequency to be a reliable choice.

How do you respond to the needs of the
local market?

Osaka has always been a merchant town,

so people drive a hard bargain! But we keep
in touch with our end-users, and even invite
them to the airport to see the service we offer
and what they are paying for.

What do you do when you're not at work?
If I'm not with my family I like outdoor
activities like hiking, barbecues or golf, or
even just a beer after the working day.
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PRESSING MATTER EZ&=

Is air cargo all at sea?
ZENEME?

Alex Lennane
Air freight editor, The Loadstar

(The Loadstar) Z=&#%8

‘I loved that Icelandic volcano in 2010 [when airlines were
grounded],’ said Robert Mellinn, head of logistics for
hi-tech company, Ericsson. ‘We had to go from air to
surface in one day. It forced us to think differently.’
It is no secret that shippers prefer the discounted price
of sea freight. Over the past 15 years, Ericsson has switched
from sending 80 per cent of its shipments by air to 80 per
cent by sea. Many manufacturers have followed that trend.
But airfreight will always be critical. Just-in-time
inventories, fast-moving fashion, high-value pharmaceuticals
and high-tech product launches all require the security
and speed airlines provide — valuable inventory can't be
stuck on a ship. And the current low oil price also favours air.
Then there are the crises. Airfreight enjoyed a huge
boost when a ‘perfect storm’ created huge congestion
at US west coast ports last year for seven months. US
retailers needed to restock — and a recall of automotive
airbags meant vast airfreight flows between Japan and
the US.Asian airlines enjoyed a much-needed boost.
Air volumes seem to have returned to normal now.
But whenever there is a bottleneck in distribution or
production shippers will fly again. And airlines will oblige
and show off their advantage - speed to market.
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A snapshot of some of the principal indicators of the Japanese economy
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JAPAN REAL GDP (QUARTER ON QUARTER, ANNUALISED %)
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The Japanese economy shrunk by 0.4% in the April-June 2015 quarter.
BARKEE201554 8 £6 A NEE WAE0.4%

JAPAN’S IMPORT/EXPORTS (YEAR ON YEAR %) Import A0

BAAQD/ HA EEmt%) Export i o
53
Lo
28
gi
g

2012 2012 2013 2013 2014 2014 2015 2015

JAN JUL JAN JUL JAN JUL JAN JUL

In July 2015, exports grew by 7.6%, largely due to yen depreciation.
Imports were up moderately by 1.6%.
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JAPAN CORPORATE PROFITS (Y TRILLION YEN)
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Source: Ministry of Finance,
Japan Macro Advisors
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Japan’s major companies are currently achieving record profits. Wise
reinvestment could stimulate the economy.
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JAPAN BY VISITOR NUMBERS (Y 1,000 VISITORS)
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The devalued yen and lifting of visa requirements are encouraging greater
numbers of visitors — who are trying Japanese produce.
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Signs of a slowdown
TS HBHETR

Albert Tjoeng

Assistant director, corporate comms, Asia Pacific
PABRREEABES

The International Air Transport Association (IATA) data
showed a slowdown in growth for air cargo demand

in June. Airfreight volumes measured in freight tonne
kilometres (FTKs) rose just 1.2 per cent compared to the
same period in 2014, which is consistent with falling trade
activity and weaker than expected global growth.

Regional performance varied widely. Asia-Pacific,
North American and Latin American carriers reported
year-on-year declines, while European carriers reported
that markets were flat. This was offset by the strong
performance of Middle Eastern and African carriers that
kept growth in positive territory.

The general trend of a weaker 2015 compared to 2014
can be seen in the half-year data. Air freight markets
expanded by 5.8 per cent in 2014. However, year-to-date
growth for 2015 stands at 3.5 per cent.

There is also scope for potential spill-over from the
slowing of the Chinese economy to introduce downside
risks for the remainder of the year. Set against that,
however, the steep fall in jet fuel costs is helping boost
cargo profitability even as volumes outstrip yields.
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Western Australia’s rock lobster is a firm favourite

with Chinese diners, but how do you transport
them live from pot to plate? PHIL HEARD finds out

ARANNAEBRTERTEENER BUMEEREERS
RELHWEETAKER LHER ?Phil Heard BIRN 4

Effective cold-chain
management to ensure
shipments arrive fresh.
EHARHLREEE
RGN ERE
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Going ashore The day’s catch is delivered to the processing plant

EIRERE EXRNKERSXENTS

In the pot The lobsters are caught in wooden baited ‘pots’

RFERS BIBET T SENARBEREDHE

With the quota for this year set at six million kilos, there
is clearly something of a goldmine just off the West Australian
coast. This in turn has limited it to a game for high-rollers.

‘The Chinese market outstripped Japan in terms of sales volume
as it became more affluent,’ adds Wilkins. ‘People there want

to be able to select their lobster from the restaurant fish tank.

It means that Japan has been priced out of the market and

now it has to import its lobsters from Cuba and Mexico.’

But not everything is smooth sailing. The premium prices
mean that the lobsters attract a luxury tariff in addition to VAT.
While China and Australia have signed a free trade agreement,
the benefits will be phased in over four years, so for now
imports are handled by a small but powerful set of buyers
that supply the Chinese market via Hanoi.

It's a transcontinental race against time — not that you would
detect that urgency in the peaceful fishing village of Cervantes,
set on an attractive stretch of coast north of Perth. This is also
the headquarters of Indian Ocean Lobsters where, from humble
beginnings, three generations of the Thompson family have
developed a thriving fishing, processing and export business —
as well as a tourist attraction (see p17). It is one of four groups
that between them control the 225 boats licensed to exploit the
sustainable fishery that has achieved Marine Stewardship
Council certification. And it is from here that managing director
Dave Thompson oversees the entire cycle from laying baited
pots from a fleet of black and white fishing boats (in honour of
Aussie-rules football team Swan Districts) to packing for export.

Times have changed since his father started the business
with one boat back in the 1960s, using little more than
guesswork and hard ‘yakka’ to catch the elusive crustacean.

‘It was tough back then; we lived in a shack,’ says Thompson.
Now the only shack to be found is in the rebranded company
name. As Lobster Shack he and his family now own or manage
25 boats, each with 400 pots licensed to them, giving them

a decent slice of the annual six million kilo quota. Importantly,
the company also owns its own processing facility, which gives
greater control over supply. ‘l wear two hats, one as a fisherman
and the other as processor and exporter,” he says. ‘That’s why
I'm so grey and cranky. But | still love it out there, when it’s just
me and three crew on the boat.

SEABED CHESS

The fleet lay their pots during the day more in expectation
than hope that the timid lobsters will come out from the reef
or beneath rocks to feed at night. ‘We have modern boats with
the latest technology,” he says. ‘But lobsters have a pattern,
the weather has a bearing, and sometimes you know where
you have to be to get them. It’s like a game of chess.’

Once landed, the lobsters are driven to the factory, placed
on a conveyor and go through a machine that allocates them
to a different series of tanks depending on their weight. This
grading process also minimises damage. Those with missing
legs and antennae will make a delicious treat at the Lobster
Shack canteen, but won’t make the grade for export.

The lobsters are then kept in tanks fed by 200 litres of fresh
seawater a second to ‘purge’ for up for three days. On the day
of their 7,000-mile journey, the lobsters are inspected by hand,
and then put to sleep with an immersion in iced water before
being packed in eski boxes with sawdust and an ice gel pack.
This process fires the starting gun on the race north, as &
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Weighty Lobsters are graded and separated into holding tanks by weight
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Robyn Young

Cargo manager Western Australia, Cathay Pacific Cargo
HREERANEERE

Tell us a bit about yourself

| began my career in 1979 with a freight forwarder and joined Cathay Pacific
in 2005. | have two children, Oliver, 24 and Monica, 22. Outside work, | have
a circle of friends who keep me busy. | have been renovating my home and
I love travel - Bali is my favourite destination.

What do you like best about the job?

Cargo is varied, which keeps me on my toes. The key product is the lobsters.
There are many considerations before the flight and much to monitor after it
departs. Once, the main market was Japan, then Taiwan, Hong Kong and now
it’s China via Hanoi. Cathay Pacific Cargo has rolled with those changes.

What are the main business areas?
Apart from lobsters, we are strong in seasonal perishable produce and mining
equipment. We also have a bee programme to Canada and send tuna to Japan.

What has been the highlight of your posting to date?
| enjoy the people side of my job and I've got to know our customers well.

What are the challenges and opportunities?
The Chinese free trade agreement will afford new opportunities.

How do you keep up with the needs of the local market?
Close contact with our customers is vital and we keep our head office
updated so that they can give us the best opportunities to keep kicking goals.
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David Wilkins

Director, World-Link International/Tigers Australia
World-Link International/Tigers AustraliaZE %

Tell me a bit about yourself

My business partner Toni and | started the company 16 years ago and grew it
as a standalone Perth-based freight forwarder. In early 2015 we became part
of Tigers, the global Hong Kong-based logistics group. Live lobsters are

a key part of the business, but we also import and export other perishables,
such as chilled meat, flowers and seasonal fruit, plus other seafood like tuna.
Western Australia has a big mining industry, so we have trucked heavy kit to
Melbourne to go on Cathay Pacific’s freighters. We export a lot of milk powder
to Hong Kong and China, as well as bullion to India and China. We also handle
music equipment - bands start or end their Australian tours in Perth.

What are the challenges?
Managing capacity — procuring space into Hanoi for the lobsters and into the
Gulf hubs with our meat can be tricky because of connecting availability.

Are there any opportunities coming up?

The free trade agreement phases in over the next four years and offers the
possibility of expanding our current B2B model to sell directly into a huge
consumer market. Becoming part of the Tigers group has opened many doors
for us, particularly in China where it is engaged in multi-channel B2C logistics.

Why Cathay Pacific Cargo?
We have a great relationship and we appreciate the flexibility it offers. The
ability to access China via the Dragonair network will also be significant.
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Chilling out Lobsters chosen for export are put to sleep with a dip in icy water

TARE EEHANERSECEKKRE - B FIEALIRIRE

Wilkins explains. ‘At best, lobsters can only spend 30 hours
in the box until they are unpacked in China,’ he says. ‘If they
wake up, they flap around and damage themselves and the
mortality rate goes up beyond the acceptable level.

There is little margin for delay in a chain of events that includes
a two-and-a-half-hour journey to the airport, packing into ULDs
(unit load devices), an eight-hour flight to Hong Kong on the
midnight Cathay Pacific passenger flight, and up to three hours
transferring to a flight to Hanoi. Wilkins adds: ‘It can take nearly
eight hours to get from Hanoi across the border.’ This urgency
is further exacerbated by the border shutting for the day at 8pm.

TACTICAL TEAMWORK
But, as the market has matured, so has the close working
relationship between exporter, forwarder and Cathay Pacific
Cargo. Robyn Young is Cathay Pacific cargo manager for Western
Australia. ‘Each day, the suppliers will have an idea of market
requirements, so we will have a quick overview of the flight the
day before and on the day to see how many passengers are
flying, how many baggage containers are being used and how
many positions are available for us to sell,’ she says. ‘We also
have some express courier deliveries and some general cargo,
so we work out how much capacity we have available for lobsters.’
The close working relationship has enabled Young to hold
a minimum allocation for lobsters each day, and she will pass on
news of additional capacity to Cathay Pacific’s agents like
World-Link’s David Wilkins, who can notify all of his suppliers.
Although the WA rock lobster is a year-round product, there
are definite peaks, particularly Chinese New Year, when Young &
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Hand baggage The sleeping lobsters are packed by hand
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Eski-doze They will stay asleep in their sawdust for 30 hours
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Boarding party The eskis are either secured to pallets or in containers

SRR ROESSEERRNERBEARTE F

says her team works seven days a week to deal with demand.

For the lobster season, Cathay Pacific reroutes the Dhaka,
Hanoi, Hong-Kong freighter to call at Hanoi first, as regional
cargo manager, Australia Nigel Chynoweth explains. ‘That’s
based on projections from the industry, and we normally start
that in mid-November. We have flexibility to respond to the
market, so close to our New Year we might move up from five
times a week to daily to satisfy demand, or drop it back to three
times a week in quieter periods. David at World-Link is helping
us to position that so we don’t waste capacity.’

Like all parties in the business, Chynoweth is looking
forward to the time when the free trade agreement kicks
in fully, allowing the consumer market to develop in China
and taking away some the bottlenecks. 'We would love to
not have this pressure and to be able to use our Dragonair
network from Hong Kong,” he says.

Squinting into the warm Australian winter sun, Lobster
Shack’s Thompson agrees. ‘Come that time,” he says, ‘Cathay
Pacific Cargo will have the best game in town.'m

Perishable cargo needs special care. With Fresh Lift,
you can rest easy knowing your temperature-sensitive
shipments will arrive fresh. For more information
about our Fresh Lift, please visit
www.cathaypacificcargo.com

EXHBEMTEERINER - I EM

43R Fresh Lift BRYBEEREEER
WEY  EERRRITHR -
B EaFresh Lift RIEHE  FHRE

www.cathaypacificcargo.com

Ready to roll Aboard the mid
EFEHE MRS T RMIE

EERMEEENSRBEEEYNERBEY
BER RAETNBEMKELEEEZDER
T LAEAREYR o |

HELTHEHRBBEESHE BB Young 8

HAEREERELINEEZB - R K
HEEENEEUMRER HES LH&
=M EENRIER » 1 World-Link # David
Wilkins » Zfhi§H B H S B A ALFER - Fail
N AREBREFHEEESRER  TBER
T REREEHFHME  Young MBI
AZ-EHLREARIESEREN -

Bl SR N B & 3B Nigel Chynoweth
xT ERIBEERIE BREE
SRENTEF - TRANEBNE

WRREAANEE  [ABBERRTF
ERAMBRWmE  BEE N ATHB -
BRIMEEEEATISNEE  FTUEFER
R RMATLGERNIDRR—E8R
MBS E - UWENREAEE - &
REFHUA VAR ER— 2=

David EEBI R ML HENMLE
RETEREMAZE[ - |
Chynoweth B H fh[F % — %
WOBEFPREEEHES W
EE - TRAPEEETSE
R—EEHE o thRkR: [RK
MELERUBRZIHES - &
EECHBENEBRAK
Lobster Shack # Thompson
R RER - b1 RM S
THRERBS | [ BIRR
REERERATRAREESD
HZE AT e I m

QUARTER THREE 2015 * CATHAYPACIFICCARGO.COM



Photos: ScottBrooks/www.imaginnex.com; The pinnacles: MARC DOZIER / HEMIS.FR

FEATURE

} HENE

It seems that Asian consumers aren't just
enamoured with eating West Australian
rock lobsters; they are also keen on having
a good close look at these premium
crustaceans in their place of origin before
they make the journey east — and sampling
the product in situ.

In addition to creating a thriving fishery
and export business at Cervantes, the
Thompson family also runs an award-
winning tourist attraction. The impetus for
this arm of the business was provided in
2010 by the opening of the Indian Ocean
Drive, a scenic route linking Perth two and
a half hours away and the area’s prime
natural attraction the Pinnacles, as Indian
Ocean Lobsters/Lobster Shack managing
director Dave Thompson (above) explains.

‘Cervantes used to be the end of the road,
so prior to that we had converted an old
office on our site to cook and sell the lobsters
that didn’t make the grade for live export,” he
says. ‘So we had a little shop and that did
okay. We were then approached by a tour
operator who was taking 10 people at a time
up to the Pinnacles in a four-wheel drive.
They would have a barbecue on the beach,
but he said that the sand was getting in the
sausages, and would | mind if they came
here instead?

‘So | said fine, but I'll show your guests
around the facility and charge them A$5
(HK$28) a go. People liked it and it grew
from there. Then, one day, Western Australia
Tourism rang and said they had 25
outbound tour operators coming in from
China. There was not much here, then, but
they said they wanted to see the facility. So
they came and we gave them a big seafood
platter and they were blown away. It
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became clear we were on a bit of a winner, but
we had to make some improvements.”

These improvements have included an
aerial walkway over the processing plant floor,
with a phone guide in 40 languages, a theatre,
gift shop, murals, boat trips and, of course,
plenty of opportunities to sample the wares.
A long way from the original ‘shack’ that had
painted hessian sacks in lieu of walls.

‘Our biggest day saw us serve 240 lunches,
and we're still developing,’ says Thompson.
‘We need a proper restaurant, another
barbecue area. We're doing boat tours so we
can show people how we catch the lobsters,
and people are interested. These are
predominantly Asian tourists, and of course
they love live seafood and especially lobsters.
We're very lucky to be in that business.’
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James Ashton
Executive editor of London Evening
Standard and Independent titles
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WHEN the Japanese prime minister Shinzo Abe began his
monetary experiment to kickstart growth in his country’s
sluggish economy, the world was watching.

So-called ‘Abenomics’ centred around the sharp devaluation
of the yen in an attempt to get a nation encumbered by an
ageing workforce and surrounded by nimbler neighbours
moving again. At first, it had a striking impact, sending business
confidence soaring and helping exports. Consumers, already
buoyed by the prospect of the Olympic Games coming to
Tokyo in 2020, had their wallets out too. That was until the
government went some way to neutering the stimulus by
slapping an increased sales tax on shoppers.

Fast forward two years and hopes are not so high now.
Japanese wages have been falling, inflation has all but
dried up and economic growth, while surprisingly strong in
the first quarter of the year, has been erratic. Another
recession is a distinct possibility. The biggest problem,
however, has not been Abe’s unwillingness to follow
through with promises of market reform; it is China’s
decision to devalue the yuan that changes the game.

Abe would not have made his move without careful
consideration of its impact on trade flows. Japan remains
one of the largest import-export markets in the world and
still regards itself as a processing nation, one that adds
value to imported goods and then sells them on. For a long
time, companies were heavily incentivised to export.

AABHEZEE=FMRZBENEE  URBEBEFT
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B HECRMEERREE R B AKE - BERHETOH
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BHNYHEE - AW > BLEEFNBRE  EEBFRER
DBERGRORE - REEEBMHRKE -

MEBRE  RENHALELERBTL - BXREENT
BEETKR  BRARHELT - ESEES  ARLSED
FELTARENER  TREREXERKE - AALEEM
FHBRRER  BERANBEYFZEREETHEITHS
BENEE  METEREARBIRE  KAREZTE
RIMEER S - O
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and softening demand.

Trans-Pacific routes have performed well.
To underline the importance of the North
American economy for keeping the bellies
of aircraft full, another Asian airline’s decision
in the spring to pull out of the freighter
business was in part because it could not
compete on routes serving that market.

Japanese carriers have routes in place to
the US for historic reasons. Air cargo demand
also benefited enormously from the wage
Making the headlines The Nikkei dispute that caused dockworkers to strike,
Group has bought London’s leaving logjams at sea ports on the west coast
Financial Times (above right), while .
Toshiba made the headlines forthe  ©f the US. Carriers had already done well on
wrong reasons with a false profit the back of new product launches as the
statement (above). Beaujolais consumer technology space remains busy.
The Chinese move could force Abe’s hand to boost Nouveau (far right) is popular There has been a decline in shipments
competitiveness. Re-entry to the currency wars might not AR BB T R from Japan’s electronic giants in the past

(ERER) (BLE)  REHB g years, as they have been outflanked

be'adwsa.ble if he is to avoid a race to the bottom with his S EERF (LE)  BSREE S
chief trading partner. Instead, he may choose to follow recent (EEEE) ASED by competition from South Korea and
companies with global supply chains.

advice from the International Monetary Fund, which
suggested that Abenomics should be ‘reloaded’ with some But Japan has prospered from providing more of the high-tech
component parts rather than the finished gadget. For

potential for further monetary easing but also the acceleration
example, many of the parts that make up the new iPhone 6

of structural reforms of the labour market and a loosening of

the state’s grip on agriculture. were manufactured in Japan. Many more of these components
tend to be flown because product-launch cycles have

CORPORATE PROFITS UP shortened as rivalries between manufacturers intensify.

In the meantime, company profits in Japan are rising. A good Trade has also been brisk on seasonal items. For example,

example of corporate confidence was the Nikkei media group’s Japanese drinkers have developed a thirst for Beaujolais

recent acquisition of the Financial Times. However, technology Nouveau. The young wine has been imported by air to

company Toshiba generated some unwanted headlines in that celebrate its arrival sometimes even ahead of the enthusiastic

newspaper’s pink pages, with an £800m profit overstatement, French. Eight million bottles are flown in, making it just about

recalling a similar scandal at camera and medical equipment as popular in Japan as it is in France.

maker Olympus four years earlier. China, for all the monetary problems it is posing Japan,

So where does that leave the country’s export market? remains a crucial air freight market. Its increasingly urban
Japan’s air cargo industry has had a strong run, but questions middle-class population has developed a taste for many
remain about how long this can last. In their most recent Japanese delicacies such as wagyu beef and seasonal fruits.
financial results, the country’s two principal carriers appeared Japanese farmers must now hope that the premium the

The market has moved on. For Japan, trade with China far
eclipses trade with the US, which for a long time was the country’s
biggest customer. So China’s efforts to halt a slide in its own
exports and boost an annual growth rate that is forecast to
be at its lowest for 25 years presents a problem for Japan.

to contradict each other. While one cited strong international
cargo growth, the other reported the effects of overcapacity

Chinese are prepared to pay for these luxury items still counts
for something when they work out the foreign exchange rate.
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INDUSTRY SPOTLIGHT: STEPPERS 1T5%&% A 2/#

Moving the big machines
that print the chips for our
ever-miniaturising gadgets

EXBRREANENRS H M AL
LERRAMANRRER

Moore’s law, devised by Intel co-founder
Gordon Moore, states that computing
power derived from semiconductors (and
the number of transistors on them) will
double every two years. People now argue
that this doubling now in fact happens
every 18 months, with more and more
circuits piling up on smaller and smaller
chips. According to figures from 2013,
Japan had two companies in the top 10
manufacturers of semiconductors, with

a third — Sony - in 15th place. But what

of the equipment that helps create these
tiny micro-miracles? This is an area in
which Japan excels, with a number

of manufacturers.

Taiwan is a voracious consumer for this
equipment as it has a number of ‘foundries’
turning out vast quantities of the integrated
circuits that are in so much demand. About
90 per cent of the machines (known as
steppers) that Cathay Pacific Cargo carries
head to Taipei, but there are also export
destinations across the globe.

Ironically, as the chips get smaller, the
steppers get bigger. Using a process called
photolithography, steppers use light to etch
the circuits through a chemical coating, step
by step on the chip’s silicon base known as a
‘wafer’ (right). Don't be fooled by that word
- these machines are heavy, as Cathay
Pacific Cargo sales manager east Japan
Takao Kobayashi explains. ‘We handle the
steppers for integrated circuit assembly,” he
says. ‘The main body of an individual unit
weighs more than 10 tonnes, and the total
load for a complete unit occupies half the
space of a Boeing 747 freighter.’

Steppers are also used in the production
of flat-panel displays, but as screens have
got bigger so have the machines - they
have already outgrown air freight. Yet, while
they are big, they are also sensitive. They
come with lenses that need to focus beams

to within tolerances of a micron, which means
they are sensitive to both vibration and sudden
changes in temperature.

Kobayashi adds: ‘When we accept a stepper
shipment at Tokyo Narita, the process starts
three hours before the flight departs. Until
then, the stepper will be stored inside a
temperature-controlled trailer. After loading,
we always ask the flight crew to maintain
aircraft temperature at 23°C/

On arrival, temperature-control trailers are
in place on the ramp to welcome the steppers.
Cathay Pacific’s Cargo Terminal at Hong Kong
also has a room dedicated to stepper
equipment. While special packing handles
mid-air turbulence, great care is taken to
minimise vibration on the ground, with the
equipment being moved to and from the
aircraft at speeds not exceeding 5kph.

Over the past year, Cathay Pacific Cargo
has carried around 3,000 tonnes of stepper
equipment, with 10 per cent of that total
requiring the gentle touch that has seen the
airline named as handling carrier of choice
for one of the biggest manufacturers.
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Please visit www.cathaypacificcargo.com for more information about

Cathay Pacific Cargo's Expert Lift product.

MEHHRE EExpert Lift EmzE1E » 2 Bwww.cathaypacificcargo.com
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INDUSTRY SPOTLIGHT: PHARMACEUTICALS 1T#&% 8%%

The pharma market may be
governed by generics, but
specialist transport is vital

FENERHETBEXTS B
RAEmNERERERHE

The Japanese pharma market is the second
biggest in the world, and it’s also
undergoing something of a shock therapy.
Prime minister Shinzo Abe has recently
announced that in an attempt to reduce the
healthcare costs of the country’s ageing
population, he has set an 80 per cent target
for generic drugs by 2020. An astonished
president of Pfizer Japan, Ichiro Umeda,
said: 'l don’t think anyone even imagined it.’

While it may make Japan’s pharma
market ‘sluggish’, as Umeda contends, it is
good news for the manufacturers of generic
drugs — those drugs that have passed the
period for exclusive production by the
patent-holder - across Asia, particularly
in India and South Korea, which are focused
on developing opportunities in Japan.

But these shipments tend not to be time
sensitive and are increasingly becoming
a sea freight cargo.

Mark Mobhr is director of partner
management at CSafe Global, a supplier of
cold-chain equipment that works with
Cathay Pacific Cargo to provide specialised
support for its Pharma Lift product. He has
identified the Kansai region, where Japan’s
tardy entry into research and development
is being met by accelerated development.
‘With its high concentration of universities
and research facilities, this represents one
of the larger bio-pharma development
clusters in the country,” he says.

Kansai International Airport (KIX) is
located on an artificial island on Osaka
Bay, and is the exit point for some of the
fruits of this research. Mohr adds: ‘KIX to
destinations in the US is one area in which
we are seeing volumes.’

He also cites Fukushima to Europe, and
Seoul to airports across Japan as other areas
where its services are called upon. Cathay
Pacific Cargo product and marketing
manager Jack Lo says that KIX has many

CATHAYPACIFICCARGO.COM * QUARTER THREE 2015

advantages for this cluster. ‘Flights from Osaka
depart in the late afternoon with connections
to North America, Europe and Australia the
same night from Hong Kong,’ he says.

Not only that, but supplier partners such
as CSafe and Envirotainers are on hand to
ensure safe and reliable thermal management,
which is becoming ever more important,
as Mohr explains: ‘Increasing levels of
regulatory scrutiny are driving innovation in
the safe and ethical transport of today’s
generation of healthcare products.’

In Japan, there is a team in place to provide it.
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Please visit www.cathaypacificcargo.com for more information about

Cathay Pacific Cargo’s Pharma Lift product.

HREHEHRE EPharma Lift E 15 - 758 Ewww.cathaypacificcargo.com



n DESTINATION FOCUS ‘ MR AR }

LOCAL KNOWLEDGE

A5

Cargo manager Shuichi Ueba talks business and Beatles
BREELE FPNFE—GAREAN B E

How long have you been with Cathay Pacific?
| have been at the airline for 28 years, mostly
in sales and marketing on the passenger side.
I moved to cargo three years ago, so I'm still
quite new. Most of my time has been in Japan.
| joined in Osaka, then spent three years in
Hong Kong, then moved back to Tokyo when
| was seconded to work for Cathay Pacific
Holidays. | then rejoined Cathay Pacific firstly
in Sapporo, then Osaka and then back to
Tokyo for Cargo to look after all of Japan.

What do you do when you’re not at work?

I like to spend time with my family. | have one
wife, one son - and one rabbit! I like driving
and | really enjoy music - I'm a big fan of The
Beatles, and they are one of the reasons that

| joined Cathay Pacific. When | was a student

| flew to Liverpool to see where the Beatles
started out. | flew with Cathay Pacificand

Shuichi Ueba
EPFE—

Cargo manager, Japan
BAGELE

was so impressed with the service standards
that | applied for a job. | play the guitar and
piano and I'll sing Twist and Shout in a karaoke
bar to entertain my guests sometimes.

What's the best thing about Tokyo?

My hometown is actually Fukuoka but | now
live in Tokyo. The best aspect is the people.
Japanese people are by nature very polite.
The city is clean and everything is in order.
Although it’s a big place, it's possible to get
back to nature. It has everything.

What do you enjoy most about your role?

| enjoy working with the team. We have good
working relationships because it’s small, but
this also means that we look after both the
commercial and operational sides of the
business, which means we can offer better
solutions to customers.

How is the market looking and what are the
main movements by air cargo?

Japan continues to recover and is still makes
high-tech items. While the days of ‘Made in
Japan’, when we exported complete products,
are over, many devices still feature Japanese
components. Around 50 per cent of the parts
in a recent top-selling smartphone were made
in Japan. And most components in these sort
of devices are carried by air because the
manufacturing lead times are very short.

The second big area is with stepper
technology (see p22). These are the machine
tools used to create semiconductors. It's a good
area of business for the freighters because the
equipment is too big to fit in belly holds and
needs careful handling. Our freighter service
from Narita is a real strength for us in this regard.

The third area of growth | think will be in
perishables. Japan has growing numbers of
visitors because of the depreciation of the yen
and relaxation of visa requirements. These
people are tasting our produce. They like it
and when they go back they are prepared to
pay a premium for Japanese products. And
food is still a big import market.

Biggest highlight of your Cargo career?
When | joined, results were not very good
because of the slowdown in the Japanese
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economy. This year, we are doing very well.
In part, this is because of the port congestion
on the US west coast. More companies use
just-in-time manufacturing, so if something
goes wrong in the supply chain, they need
things quickly and will look to air freight. We
operated 15 charters in February and March.
Normally, we operate two or three in a year.

Ueba-san’s five best restaurants in Tokyo
EPREIARBRENRAEE

How did you grow the business?

In Japan, building relationships with
customers is very important and unlike on

the passenger side, we cannot create demand.
But once customers have confidence in our
products we have the opportunity to develop
business when the business is there. Also the
Cathay Pacific Cargo Terminal in Hong Kong

is a good opportunity. It's an amazing facility;
| have taken customers to see it, and they

are always very impressed with it. UKAITOFUYA

When | entertain guests, | tend to take them
to Ukai Tofuya (left) , which is very close

to the Tokyo Tower. In spite of the location
it's also set in some gardens, which are very
peaceful and it's a wonderful setting to try
some kaiseki cuisine — a traditional
multi-course meal. And, as the name UKAITOFUYA

suggests, it specialises in tofu dishes. BESEFE  BESHBEMMRIREE
MR A Ukai Tofuya (£ £[E]) © ARETE
WEAHE  EEERAEEEELS  RA
B2 BEmESENE(RZBEXXA
RN ERAXKRE) SREEEERE
B2 BREHEHEIRIRN -

Tranquility plate Ukai Tofuya’s garden
setting (left); and cuisine with a twist at
Waketokuyama (right)

115461 Ukai TofuyatEE S5
(£[B8) ; Waketokuyama (G[E)
MIEEREN R

What does the future look like?

The yen depreciation could be helpful us

as it can grow the export business. Also, Tokyo
is hosting the Olympic Games in 2020, and
already this is affecting sentiment. Land prices
are going up, property prices are going up
and many companies are making record
profits - if they invest that money well it could
create a new growth cycle for the economy. NAMBAN-TEI

The restaurant is famed for its grilled
chicken and is based in Roppongi, which

a lively area of town with lots of nightclubs.
Our GM cargo sales and marketing Mark
Sutch introduced it to us and it's become

a firm favourite. We really like it.
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TSUKI SUR LA MER

As its name implies, Tsuki Sur La Mer offers
combination of western and Japanese food.
The stylish interior also offers great views
over the harbour. TSUKI SUR LA MER
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WAKETOKUYAMA

Waketokuyama (top right) offers traditional
Japanese cuisine of exceptional quality, but
also with a twist provided by chef Hiromitsu
Nozaki. A prolific writer with 40 cookbooks
to his name, Noazaki adds a modern feel to
traditional dishes and techniques.

WAKETOKUYAMA
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BIG ECHO

This is a well known chain of karaoke outlets
and one of the best. There are branches

all over Japan. It has a casual ambience

and is ideal when you want to channel

BIG ECHO
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your inner Beatle.

5 - AR SIEHA AR -

Photo: Morgan Ommer



H CLAN GATHERINGS

}EQNG ITTO THE TOP

Top agents attended the annual dinner, while another select band joined
the airline in celebrating the newest member of the fleet with a trip to
Seattle and a seat on the inaugural flight to Hong Kong

RESEEFERHERFRE S =0EFRERA-FANTIARE EREREX
MARHAE ML RASHEEERATEENE LE

%%—E}

TOP AGENTS SPARKLE #4328

The Hong Kong cargo sales team held its annual Top Agents Awards Dinner at EREEABSEDIRE SRS A (RITEE A
the Cordis, Hong Kong (formerly The Langham). More than 100 guests attended. BASORIE) BT —FENRERERERIHE
Highlights included a performance by TVB artist Jacqueline Wong and a spectacular #1100(7525 HifEEE  FER AT RIRELBIREE
dance performance by five members of the Hong Kong Sales team OGBS EL TSI AR B H e ERRR
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BOEING UP IN THE WORLD K&ER#

More than 30 cargo customers joined Cathay Pacific Cargo in Seattle for the B30 BB R PREREE AT EEAIEE -
delivery ceremony of the airline’s latest Boeing 777-300ER. Highlights of the trip /& BIZR & — P85 777-300ERIEFZ O Uk
included a visit to the Boeing factory in Seattle to see the assembly line. On the 1;xf§ TR E A — (A B2 RIS A A P A B R =
plane’s inaugural flight to Hong Kong, guests were presented with a ‘first to fly’ ~ TJi 2B4AK TI5 - ERIER BT BER
certificate by Captain Mike Evans IR R Mike EvansiBZE [first to fly] EinEE

P
4]
o
2

E
>

2
£
L
<
o
v

o)
€
[}

o

=

<
[
g
5
b4
v
=
=
5
£

c
S

5}
E

e
<4
Q
o

T
o

a
<

£

]
9

£

o
2

=

=

2

2

S

s
B

Qo
)
L

a
c

o
S

=
€
E
<
9
€
o
Y
=
Q
2

o
2
5

=
<

£
£
S
9
£
o
2
€
=
)
£
(s}

o

s
B

°
=
i

a

35
3
2
[}
€
€
5

T

3

k]

5

el
9
v

=z
(5
Y
3
Q

&
v

o
o

2

=

CATHAYPACIFICCARGO.COM * QUARTER THREE 2015




n FACTS, FIGURES, INFORMATION ‘ ¥ 8B AR |

CATHAY PACIFIC CARGO PRODUCTS
ExEE SXEK

Priority handling with
money-back guarantee.
ENSIRELEE I
RMUFIRFBRE

High security for high-
value shipments.
ELAEEYRREHTE

Small parcel service with
fast customs clearance.
NER 2 RIEART -

Effective cold-chain
management to ensure
shipments arrive fresh.
BRI LREEE T
EREYET ST E

Comprehensive
temperature
management for
pharmaceutical products.
BeTREREE 22
LUBTE R BB X o

Tender, special care for
live animals.

B UVARINBRTS  RITE
EREREZMNRE

Dangerous goods under
the care of certified
professionals.

e mEBESER R
2EMEEAESER
BT 2<FAIRE

Tailor-made solutions
for special shipments.
BETEHRIRENEY
ESiTERaHENEX
ELD

Tailor-made solutions
for premium wine.
FRESE BXEE
=g

Please visit
www.cathaypacificcargo.com
for more information about
Cathay Pacific Cargo's range of
products

ERE

www.cathaypacificcargo.com
EHEREEREERRRBFHE
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Photo. Hand: LUHUANFENG/iStock by Getty Images

CARGO IN THE PALM OF YOUR HAND

EHREYNHNEREEZE

The Cathay Pacific Cargo app offers cargo agents, forwarders BEREEMEREAATENRE HEQA

and customers a convenient way to track shipments, as well REFPRHAGE - ZMMANEZEREH
as a wealth of other services and functions relevant to REXIER  WiIRHEREELZIHAMD
the operations of Cathay Pacific Cargo. Using the app, BR7& KT8 o BRI LARERT BE M (E A RE T
customers can track shipments on smartphones or tablets FERERER  AREARNEBHEY - X
anytime, anywhere, along with much of the functionality R { Al www.cathaypacificcargo.com 48 B #)
of the www.cathaypacificcargo.com website KEFHTIEE -

BfHEH
Track multiple

way bills on one
convenient p

EERRR

Arrivals &
Departure

R R R
Keep up to the minute

with live flight arrivals
and departures

o0 iE BATERY
HRER

Office Locator
WEERNE

Maps of all of Cathay
Pacific Cargo offices
worldwide

Eiﬁ.tﬁﬂ'\%iﬁzﬁ\i&
EIZRSERSER
K E
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Track & Trace

EREEHS 5

Flight Schedule
LSS EES
Check the flight schedule for
all Cathay flights - including
freighters

é%ﬁﬁﬁ.ﬁ&lﬂiﬂ'}ﬂﬂaﬁi
EIEEHIDR

B

FACTS, FIGURES, INFOMATION ﬂ

Check
Loadability
BHEB RN
Enter the dimensions to
check if your cargo can

get on board on every
Cathay aircraft type

BWASHRY - &5
BED SRR S
& AR LS

News
BRIHE
The latest
updates on the

issues across the
network

RHES R
E@F—%ﬁﬁﬂ&
TREETE
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