









































                                                                                                  

Schwarzenegger & Buffett;Birds Of A Feather?
What does flamboyant, Austrian born muscle man Arnold Schwarzenegger have in common with conservative, Midwesterner "Sage of Omaha" Warren Buffet?  Their joint interest; a fascination with aviation.  It seems level headed Buffett who supposedly invests only in companies with solid balance sheets and perpetually increasing earnings, couldn't resist the glamour of an aviation company that hasn't made a dime since its inception.  That company is Net Jets, which was started to offer fractional ownership of corporate jet aircraft to corporations and wealthy individuals. Sort of a time-share in the skies.  Buffett's Berkshire Hathaway purchased it not too long ago.  For his part, Schwarzenegger acquired a Boeing 747 for $133 million and leased it back to Singapore Airlines.  With the disclosure of Arnie's financial records to the press because of his being a recall candidate, we find that Schwarzenegger is losing his shirt on this aviation investment.  Whether it is a tax write-off or SIA is finding it tough to make timely payments in light of the airline's sharp downturn in sales and profitability (it recently had its first layoff of personnel in SIA history) is hard to say.  Because Arnold also had an interest in Net Jets, the two met each other, and the rest is history.  Warren, of course, is one of Arnold's principal economic advisors in the California recall effort.  

There is something about the airplane business that makes normally sensible, "what's the bottom line" people abandon their 

financial standards and begin investing recklessly in start up airlines and related aviation companies.  Perhaps they fantasize themselves as airline captains with a flight attendant on each arm. Call it misplaced glamour. It's exciting to watch 300,000 lbs. of metal being hurled into the sky but that aircraft usually is surrounded by red ink. While a very few start up airlines like Jet Blue have become successful, at least 100 less fortunate carriers have bit the dust since deregulation became the law of the land twenty five years ago.
Mike & Pete Do It Again; Improved Service Down Under:

What's the secret of great service?  It is never taking for granted currently high service standards, but to make them even better.  Two of CII's key people, Mike Castro and Peter Lamy, have just proven that superior service can become even greater for our customers.  A few months ago, Mike & Peter realized that altering our Brisbane (Australia) schedule to include a Friday consolidation, and swapping a Wednesday consolidation for a Tuesday one, would improve customer service.  They were so right!  Since the change, CII shipments per week to Brisbane have multiplied three-fold and total weight four-fold.

Flushed with success, Peter and Mike checked our schedules to make further improvements. They noticed more and more Auckland cargo arriving on our dock Friday.  With our customers' blessings, they changed the MAWB and moved the freight out the same day.  My brother, Rex, down in Auckland, organized a Sunday pick-up and breakdown of the ULDs.  The New Zealand consignees loved this new arrangement.  We now are able to pick up our Bond first thing Monday with delivery of cargo on the same day.

Our lads made other changes in CII's New Zealand schedules.  Customers will note CII now moves cargo four times per week in the "city of sails."  Rex and Niece Jenni are as happy as contented New Zealand sheep because Auckland customers now receive the best cargo service of any forwarder/wholesaler in the business.  Nothing cheers the spirit than improving service and having customers respond to this improvement by giving us greater volume and heavier weight shipments.

Time To Give Airline Ownership Laws The Old Heave-Ho:

President Bush and his band of free marketeers keep pushing deregulation, but freeing up commerce and industry seems to stop at U.S. borders.  Perhaps the most flagrant example of American protectionism is the law requiring that foreigners may not own more than 25 per cent of U.S. airlines.  The matter always has simmered beneath the surface, but now it has erupted into the consciousness of not only our industry, but the entire business world.

The reason, of course, is the unlikely coalition of FedEx and UPS on one side and DHL on the other re the question whether DHL Airways is U.S. owned or controlled by Deutsche Post, the German Post Office which bought AEI a few years ago in an effort to become a force in world-wide transportation.

Speaking as a New Zealander born and now a proud U.S. citizen, I believe the draconian U.S. foreign ownership laws, which despite a lot of talk about liberalization, open skies and free trade agreements, are nothing but harmful protectionism in the truest sense of the word.  With the U.S. Trade Commission constantly mouthing the virtues of globalization, minimal tariffs and lessened trade restrictions between nations, they suddenly become mute when the issue of U.S. ownership is raised now.  They can fight their The 25 percent ownership rule was put in force decades ago when the national airline grid was just coming into existence.  Perhaps the fledgling Uniteds, Americans and Deltas needed protection then, but they are big boys own battles without a government crutch.  So too can FedEx and UPS.  Together, they control about 80 percent of all domestic document and package deliveries with DHL being a tiny factor.

It's time to scrap these outdated ownership laws.  Yes, the airline industry is in troubled times. That is no reason, however, for them to be stuck in a time warp. Their only hope for the future is to free themselves from the shackles of protectionism.

>

New Face In Atlanta:

CII continues to increase selectively our personnel roster. Our newest face operates from CII's fast growing Atlanta office. We wish to welcome De'Norgil Dixson as our Operations Manager for the Southeast. De'Norgil's background is quite interesting.  After graduating from college, he moved to Europe in 1993 to play quarterback in a professional league there. He then began working for Lufthansa and comes to CII from the German airline.  An accomplished linguist, De'Norgil speaks German, Italian and Spanish fluently.

In addition to being a superbly gifted sportsman, our new Atlanta Operations Manager is extremely talented in every phase of computer

operations.  He can write software, trouble shoot for both hardware and software problems, connect PCs to servers and has a working knowledge of just about every operating system ever invented!

De'Norgil finds time to act as a volunteer Using his talent at sports, football coach and mentor in his local community. Already, we are receiving the most positive feedback on De'Norgil's enthusiasm, his work ethic, capabilities, warmth and understanding of our Southeast customers' needs.

Re-Starting Tel Aviv Service:


Our new staffer, Ronen, already is imprinting his marketing skills on CII.  He has spearheaded the re-establishment of service to Israel—a service we had abandoned a year or so ago.  No great secret why we took that step.  Because of the continuing political uncertainty in the Middle East and our own economic recession, trade between the U.S. and Israel had dropped sharply.  Yet, Israel continues to be a center for hi-tech companies, not far behind Silicon Valley.  Many of its companies are quoted on NASDAQ, and we all know how hi tech stocks on that Exchange have been jumping 30 per cent and more.  Israel's own economy slowly is improving.

We had a hunch Ronen's timing was right on the money. We've started to move a not insignificant amount of Israel-bound shipments and expect more volume in the near future.  Good thinking, Ronen. You talked Mike and Peter into giving Israeli business another chance. Within weeks, TLV shipments already are contributing to the CII bottom line.  You're a top bloke.
Domestic Vis. International Cargo; Reversal Of Fortune?

Labor Day marks the traditional end of summer with colder weather setting in for most of the nation. We are fortunate in southern California as we are blessed with balmy climate most of the year.  In our industry, people are returning from their vacations to offices and loading docks. According to air cargo's timetable, Thanksgiving and Christmas are just around the corner, with Holiday shipments now in the pipeline. We've been told by economic pundits and assorted "experts" that the current recovery is for real and we will see an up tick in our economy through the fourth quarter and into 2004.  Let's hope they are right this time.  They were terribly wrong twice in the last 18 months predicting a recovery that never was.  Disappointed job seekers can testify to their mistakes.

The past few months have been strange ones for airfreight.  It's been a paradox. Domestic cargo has shown strength, with international freight exhibiting weakness.  Domestic cargo volume moved up slightly in the second quarter while international shipments dropped by a few percentage points. Will this "reversal of fortune" extend into the remainder of 2003?  Our industry refuses to be pigeonholed. Just as we were about to give up domestic air cargo for dead, it enjoys a revival.  International cargo volume, the traditional strong man of our business, has become, at least for the present, a 98-pound weakling. Will domestic all-cargo carrier Kitty Hawk, only recently emerged from bankruptcy, actually make money flying overnight cargo around the U.S.?  Will overseas carrier Polar suffer through another down cycle in its checkered career?  Will international airlines like Lufthansa make recent rate hikes stick?  And will forwarders have to be satisfied with smaller bites out of a dwindling international pie?

The answers are very elusive, but stay tuned to our Newsletter.  The U.S. economy seems to be in a modest growth pattern. Why shouldn't it? Every fiscal and monetary stimulant is working overtime to push our economy forward.  You name it; tax cuts, interest rates at close to zero, a weak dollar and record deficit spending which forces the government to print more money. They're all in place. If the economy peters out with all these stimulants; fasten your seat belts, we're in for a bumpy landing.

My prediction. We're going to see some growth between now and the end of the year but no increases like the supply siders and the Bush clique keep assuring us.  Modest domestic air freight growth will continue aided by strong Holiday consumer spending while international cargo will turn slightly positive. Next year, however, watch out. We've already shot every arrow in our quiver.  Normal recovery patterns that have pulled our nation out of previous recessions don't seem to work in the 21st century.



           Sincerely,



                     Julian A. Keeling
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