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Amazon’s magic:
… “Yes, we're building our own service; but don't worry...”
Over the last few months, we've seen multiple reports about Amazon possibly taking steps to
build its own delivery and logistics business, across truck trailers, air flights, and ocean freights.
Some reports even said that Amazon is secretly putting together a team in order to spearhead
the initiative, leading to speculation that Amazon could upend an industry historically dominated
by companies like FedEx, DHL, and UPS.
Brian Olsavsky, Amazon’s Chief Financial Officer, confirmed it; but played down the significance
of Amazon's interest in the business. “Yes, Amazon is indeed building its own logistics business”,
he said, “but it's not meant to replace any of the existing partners”.

Nothing to see here
"What we found was that in order to properly serve our customers at peak, we’ve needed to add
more of our own logistics to supplement our existing partners. That’s not meant to replace
them," Olsavsky said.
He blamed Amazon's rapid growth and the fact that the carriers have not been able to keep up
with its growing demand, especially during peak seasons. "And those carriers are just no longer
able to handle all of our capacity that we need at peak. They’ve been and continue to be great
partners, and we look forward to working with them in the future. It’s just we’ve had to add some
resources on our own”, he added.
Olsavsky noted that the thousands of truck trailers it bought last month are meant to be used
primarily for movement between their warehouses and their sort centers, indicating they won't be
used to replace the door-to-door delivery work UPS or FedEx have been doing for them.

The bigger play?
Olsavsky's comment makes sense, considering that Amazon had some trouble with its deliveries
in previous holiday seasons, when its shipping partners couldn't deliver in time. Plus, building a
full-fledged logistics company is a huge endeavor that could cut into its costs and cause long
term volatility.
Amazon is currently spending more than 12% of its revenue on shipping, or roughly $4 billion
last quarter. For a company that's barely profitable, any measure to cut costs in this area would
be a welcome thought.
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Whether Olsavsky's explanation satisfies everyone remains to be seen; but many analysts believe
that Amazon could tap into an attractive new market if it decides to turn its logistics assets into a
full-fledged business.
In fact, Baird Equity Capital recently wrote in a note that there are plenty of signs that point to an
Amazon logistics business and that the company has "powerhouse potential" to become a major
player in the space. "Among other opportunities, Amazon has 'powerhouse potential' in the large
transportation and logistics market, dominated by global enterprises such as DHL and UPS. Our
assessment of Amazon's broadening fulfillment ecosystem, internal domain expertise, and early
initiatives with Prime Now to offer third-party delivery suggests there is evidence Amazon may
ultimately pursue more comprehensive third-party services" ,it wrote.
(Eugene Kim, for Business Insider, Jan 29, 2016)
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IN THE NEWS THESE DAYS
DIFFICULT END OF THE YEAR FOR LATIN AMERICAN CARRIERS
Latin American airlines saw cargo demand slip by 425m freight tonne km in 2015 as weakening
economic conditions continued to affect airline performance.
The end-of-year figures from the Latin American & Caribbean Air Transport Association (ALTA) show
that cargo demand for its 11 member airlines ended the year 8.2% down on 2014 levels at 4.7bn
freight tonne km.
The largest decline came on services heading to and from the region, which were down 8.8%, while
intra-Latin American service slipped by 7%. December was a particularly bad month for the airlines,
with demand slipping by 17.6%.
The declines come as major economies in the region continue to struggle. The International Monetary Fund (IMF) expects
Brazilian GDP to decline by 3% in 2015 and Argentinian GDP to grow by just 0.4%. The situation doesn’t appear to be too
optimistic for the year ahead either, with the IMF projecting a 0.7% decline in Argentina’s GDP and 1% fall from Brazil.

IATA figures show a slightly lower decline for the year at 6%: “Latin American carriers recorded the biggest fall among
regions, with FTKs contracting 6.0% in 2015 compared to 2014. With economic and political conditions in key economy
Brazil worsening, regional trade activity has been very volatile over recent months. That said, the air freight demand on
carriers in this region has shown little correlation with trade to/from the region. Rather, it has mirrored the weakening consumer sentiment in the key economies.”
ALTA reporting airlines: Aerolíneas Argentinas (includes Austral), Aeromar, AeroMéxico, AeroMéxico Connect, Avianca, Copa
Airlines, Copa Airlines Colombia, GOL, Insel Air, LATAM Airlines Group, and Volaris.

(As it was published in Air Cargo News, February 5, 2016)
WAREHOUSE SPACE GREW TIGHTER IN 4Q -CBRE
Available warehouse space fell to 9.4% in the fourth quarter, the 23rd consecutive quarterly drop

Empty warehouses are becoming endangered species. Real-estate brokerage CBRE Inc. reports the availability
rate for industrial property – which means warehouses and distribution centers – fell to 9.4% in the fourth quarter
of 2015, capping 23 consecutive quarters of falling availability, the longest such stretch since CBRE started following it in 1989.
“Availability” is a real-estate industry term that refers to the total amount of space that is available for lease, either
because it is vacant now or is being marketed because it will soon be vacant.
Jeffrey Havsy, CBRE’s chief economist for the Americas, said the crunch is a result of steady growth in demand as
the economy improves, paired with the fact that few new warehouses are being built.
“We didn’t build a lot coming out of the Great Recession, and it’s only recently that rents have gotten back to
where people can justify building new space,” Mr. Havsy said. “Global trade is still growing, though slowly… We’ve
been taking small bites, over a long period, and when you’re not building a lot, after a while, you end up eating up
a big chunk of the available space.”
Builders completed construction on 41.5 million square feet of industrial space last quarter, down 13.6% from the
same quarter a year earlier. By contrast, construction completions never fell below 50 millions square feet per
quarter during 2006 and 2007, before the recession struck. Rents, meanwhile, have risen 15.4% over the last
eight quarters, CBRE says.
Reproduced from The Wall Street Journal, Jan 11, 2016
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World exports, which are considered a percentage of the global GDP, are showing a tendency to decrease since 2008.
Macro-economic changes and shifts in trade patterns impact the global supply chains. Changes in trade pattern and GDP
growth (see table below) lead to modification or emergence of trends characterizing trade in 2016 and subsequent years:
 Growth patterns are no longer driven predominantly by exports from Asia to North America and from Asia to Europe.
They have now more diverse origin and destination and tend to be more fragmented, unpredictable and volatile.
 Flexibility. To be able to meet the requirements from customers, to maintain a presence at multiple locations, forcing
the companies to use multiple transport modes at different times, requires disposing of a flexible supply chain that can
adapt easily to unexpected changes and circumstances.
 Globalization. Increasing emergence of new markets and maturation of the existing one influence the design of the
growth strategies of freight companies, making efforts to maintain an international presence as never before.
 Near shoring. As labor costs in Asia rise and transportation costs go high, increasing amounts of manufacturing are
being brought closer to the end user.
 Multi-channel sourcing. Because end-consumers are increasingly sourcing their goods through multiple channels,
the logistics industry needs to support multi-channel strategies of their customers.
 Keeping the pace with IT. The increasing complexity of the market’s requirements and dynamics are demanding more
interactivity and connectivity; therefore, more advanced information technology solutions to cope with it.
 Partnerships. Manufacturers are continuously searching for supply chain innovations and gains through partnerships
with logistic service providers. On the other hand, supply chains are becoming increasingly complex and dynamic with
sourcing locations being changed increasingly quickly and purchase orders becoming smaller and more frequent.
 Environmental impact. China, the major export market is experiencing unprecedented consequences of their industrial
expansion which reflects in increasing air pollution and contamination. International organizations as Greenpeace and
government authorities are addressing with more stringency requirements targeting the protection of the environment.
Tragedies related with the drastic change of the environment have recently struck in the way of cargo ships wreckages
and airplane crashes.
 Ethical issues: Growing accusations to some countries of unethically handling their labor force, as Thailand; violations
of health safety standards, and disastrous accidents like the ones occurring in Turkey and China, are as well trends that
will be repeated during 2016.
 Low energy prices. Being mostly driven by the determination of the Saudis to keep their market share, the decrease in
the oil prices is already influencing the carrier fuel costs, shipper fuel surcharge as well as negatively influencing the
economy of many countries.
Source: World Bank

oneworld
Official airline alliance for the
20th CPN Annual Conference

The 20th CPN Annual Conference is almost here!
Have you registered yet? Have you booked your flights?
Don’t leave it for the last minute and you will be able to
enjoy some attractive discounts with the airlines included
in the oneworld alliance. Log with your member ID into
the CPN website from where you can organize both the
conference registration and the booking of your flights.
Check as well last-minute announcements on the program and other important news related to the event.
If you are a CPN partner, check the different options for
sponsorship available (Platinum, Gold, Silver and Bronze)
and support your own conference and association while
increasing the visibility and awareness on your company.

We look forward to remain
WELL CONNECTED
until we meet again in Malaysia!

SEND US YOUR FEED BACK

We are always open to your comments and suggestions. Let us know what topics you would like to see discussed in our Bulletin and your
impressions about this new era of communication we are initiating. By getting better communicated, the impact of our interactions will
increase and be potentiated. Keep in mind the increases challenges that globalization imposes to us and, in consequence, apply this
valuable formula: “Act locally; but think Globally”
[Not a CPN member? If you are interested to receive this Bulletin, please send an email to subscribe cpn@cargopartnersnetwork.com]
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