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US, Japan, Australia wary
of Chinese ports in Pacific
They plan joint
action to curb
Beijing’s growing
influence in region
[NUKU’ALOFA, Tonga] US,
Japanese and Australian
defence officials are increasingly wary of China’s
moves to develop port facilities in Pacific island nations, reflecting concern
that those facilities could
become Chinese navy footholds in the future.
Washington, Tokyo and
Canberra aim to take concerted action to curb China’s growing influence in
the Pacific at the Pacific
Islands Forum, which
opened on Tuesday, and on
other occasions.
In late July, a 1,900tonne patrol ship from New
Zealand was anchored at
Vuna Wharf in Nuku’alofa,
the capital of Tonga. The
wharf for large passenger

ferries was developed with
full support from China.
The pier is about 120 metres long and the sea is
about 20 metres deep, making the wharf big enough to
accommodate warships.
The wharf was damaged
by a cyclone that ravaged
Tonga in 1982 and left unrepaired. However, China extended to Tonga a low-interest loan totalling about 32
million Tongan pa’anga
(S$21.7 million) from 2009
to 2012, which covered the
entire cost of reconstructing the wharf. The new
wharf was completed late
last year.
Employees of a Chinese
company that received a
contract to build the facilities were recently seen taking photos at the wharf.
In Tonga, Chinese financial support is also used to
repair roads, downtown
areas and even the king’s
palace. Beijing offered a
loan totalling about 6.2 bil-

lion yuan (S$1.3 billion) to
develop infrastructure, including reconstruction of
Vuna Wharf, from 2009 to
2012. From 2011 to 2013,
China provided another
loan worth about 4.7 billion
yuan to repair roads, bringing total loans to the country from China to about
10.9 billion yuan.
According to the International Monetary Fund, China’s loans to Tonga account
for about 30 per cent of the
country’s gross domestic
product. An Australian military source said China is
trying to shift Tonga over to
its side with such support
and could make this wharf
a foothold for its military
vessels.
According to media reports, including Papua New
Guinea’s Post-Courier online, a Chinese company
made a successful bid to
expand a fishing port in
Madang in north-east Papua New Guinea in 2010.

In Lae, south of Madang,
another Chinese company
won a contract to expand a
cargo port last year. In
2011, China decided to extend a low-interest loan of
about 7.1 billion yuan to
the island country.
The authorities in Papua, east Indonesia said a
Chinese company purchased part of a fishing
port in Merauke in the province, which borders Papua
New Guinea. Chinese fishing boats have exclusive
use of the port and a plan to
expand the facilities is under discussion.
China has started using
ports in the South Pacific, a
region over which it exerts
considerable influence. In
time for a meeting of
foreign ministers from China and the Asean members, Chinese Vice-Foreign
Minister Liu Zhenmin announced in late August that
China will provide funds totalling three billion yuan to

help develop fishing bases
and harbour cities in Asean
countries.
If the United States and
its allies block key sea
lanes, China wants to secure alternative sea routes
linking the Pacific Ocean
and the Indian Ocean, a
source familiar with JapanUS alliance affairs said regarding China’s recent activity.
In a time of emergency
against the US, China may
use the South Pacific Ocean
as a remote area that could
threaten the US military,
which carries out operations in Asia from its territorial island of Guam, and its
military bases.
China has already provided support to build and
redevelop ports in Sri Lanka, Pakistan and other
countries along the Indian
Ocean. The network of such
Chinese maritime facilities
has been dubbed the
“String of Pearls”, which
surrounds India.

Meggit moves
to Seletar
Aerospace Park
In the Pakistani port city
of Gwadar, a state-owned
Chinese company has taken control of the port from
a Singaporean firm. Such a
port could serve as a strategic maritime outpost for the
Chinese Navy.
Beijing appears to have
made efforts to establish another “string of pearls” in
the Pacific Ocean, where
the US has been a hegemonic power. The Pacific Islands Forum, which began
its annual meeting on Tuesday, plans to discuss climate change and other issues facing the region.
On Friday, the last day
of the meeting, it is scheduled to hold a dialogue with
senior government officials
from aid-providing countries such as Japan, the US
and China. During the dialogue, China, which is seeking to boost its influence in
the region, is likely to clash
with Japan, the US and Australia. – WP

Delta chooses Airbus over Boeing for 40-plane order
[WASHINGTON] Delta Air
Lines Inc announced an order for Airbus jets on
Wednesday worth almost
US$6 billion at list prices,
softening its reliance on
Boeing for the first time in
two decades as it looks for
plane bargains.
The order, crowning a
months-long competition
between the transatlantic
plane-making rivals, includes 30 A321 narrowbody planes to be used on
domestic flying as well as
10 A330-300 widebody aircraft for international
routes. Deliveries will be between 2015 and 2017.
The list price for the
deal is US$5.6 billion, but
analysts said Delta may
have won a steep discount
after holding out longer
than most of its rivals for
lower prices as Europe’s
Airbus seeks to expand recent successes in Boeing’s
home market.
“I would be surprised if
Delta didn’t get a phenomenally good deal,” said Adam Pilarski, senior
vice-president at US-based
aviation consultants Avitas.
Both the aircraft types
and the delivery schedule –

Moving on: Delta is
softening its reliance on
Boeing for the first time in
2 decades. PHOTO: BLOOMBERG

between 2015 and 2017
when both major plane
makers are keen to keep up
production of existing models before switching to new
variants – underscores the
probability of competitive
pricing, he said.
Airbus sales chief John
Leahy said competition for
the deal had been tough but
denied the price was abnormally low.

ON A
ROLL

“This was a competitive
price, but I don’t believe it
was any different from normal. We don’t talk about detailed pricing,” he told Reuters in an interview.
Delta declined to comment on pricing but said it
also considered the
777-300 and 737-900ER
models from Boeing in its
decision. Boeing said it had
tried to secure a deal that
made sense for Delta and itself.
Shares of Delta closed
up 2.4 per cent at
US$20.31.
In Paris, Airbus parent
EADS rose almost one per
cent, outperforming a fractionally firmer blue-chip index.
Atlanta-based Delta op-

erates Boeing and Airbus
aircraft. The latest deal is
the first major Airbus order
under the Delta brand since
the 2008 acquisition of
Northwest.
However, Delta has yet
to join an industry-wide
stampede for a new generation of narrowbody jets
with fuel-saving engines
due to enter service from
the middle of the decade.
Its executives say they
prefer to keep a lid on aircraft ownership costs and
manage exposure to high fuel prices partly through its
own recently acquired oil
refinery.
Delta, which earlier this
year restarted a dividend
and launched a share buyback, said the Airbus
planes will help it improve

return on invested capital
from the time they go into
service.
Chief executive Richard
Anderson told Reuters in
May that Delta would wait
for the upcoming generation of revamped jets to
prove themselves before ordering any.
Analysts say Airbus and
Boeing are, meanwhile, offering attractive end-ofthe-line prices for the corresponding existing models
such as the “A321ceo”,
which seats around 190
people.
In 2011, Delta ordered
100 similar Boeing
737-900 extended range
models due to be delivered
starting later this year.
The current A321 sells
for US$104 million at list

prices, about 9 per cent less
than its re-engined version
due to enter service from
late 2015. The jet is part of
the European manufacturer’s A320 family that competes with the Boeing 737.
In practice, jet aircraft
typically sell for about half
their catalogue value for favoured clients, analysts
say.
Like the A321, the larger long-haul A330 is also
part of Airbus’s existing
portfolio, competing on
price and availability with
Boeing’s modern carbon-composite 787 Dreamliner.
More than three years of
delays getting the 787 into
service allowed Airbus to
improve the A330, analyst
Scott Hamilton, of Leeham
Co, said in a review of Delta’s fleet purchases.
The expectation of the
787 killing the A330
“hasn’t worked out”, he
added.
Delta has deferred its delivery of the 18 787s it has
on order to 2020-2022.
Those jets were ordered in
2005 by Northwest Airlines
before it merged with Delta.
Barclays analyst Carter
Copeland said he didn’t see
Delta’s Airbus order as a
“any particular big blow”
for the 787 or the revamped 737, both of which
have sizable backlogs. – Reuters
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[TOKYO] Apple Inc’s new iPhones
and Samsung Electronics Co’s Galaxy
Gear watches are the gadgets Asian
freight airlines have been waiting for.
Asian carriers, suffering from a traffic
slump of six consecutive months, may
be able to break the losing streak with
the help of new devices.
Samsung just unveiled its Galaxy
Gear and Note 3 tablet and Apple
plans to show its new iPhones next
week, meaning a rush to deliver product from factories in Asia ahead of
the Christmas shopping season.
As China’s growth cools, cargo carriers will need US and European consumers to scoop up these new models
as transporting electronics is their
biggest business. Six of the world’s 10
largest freight airlines are in Asia, so
a revival eases earnings pressure at
companies such as Korean Air Lines
Co, which moves Samsung’s phones,
and Hong Kong-based Cathay Pacific
Airways Ltd.
“The market needs revolutionary
products to generate constant demand,” said Park Eunkyung, a Samsung Securities Co analyst in Seoul.
“Whenever a new device is introduced, there’s always an increase in
shipments for about 15 days to a
month.”
Asian cargo shipments have
dropped every month starting February, declining 1.4 per cent in July, according to the International Air Transport Association. Global shipments
rose 1.2 per cent, helped by a 14 per
cent surge in the Middle East.
Korean Air, Asia’s biggest freight
carrier, moved 2.1 per cent less cargo

in the second quarter. Cathay, the
region’s No 2, posted six straight
months of decline to July.
Freight carriers from United Parcel Service Inc to DHL Worldwide
Express get traffic moving finished
goods and components that go into
making them. Demand for gadgets is
typically strong immediately after introduction, and companies rush to
new markets using planes. Moving
high-value goods such as smartphones and tablets by ships delays efforts to capture market share quickly.
“We want Apple and Samsung to
introduce new products more frequently,” said Zhu Zhiyong, general
manager of sales and marketing, at
Yangtze River Express Airlines Co.
The company has moved every major
iPhone and iPad model using its Boeing Co 747 jumbos to the United
States from Chengdu and Chongqing
in China. “New products will give carriers bargaining power on pricing, especially in September, right before
the peak Christmas season,” he said.
With components such as memory
chips to cameras coming from different locations, air delivery is essential
to cut lags. The iPhone, designed in
California, has parts made in South
Korea by Samsung, and in Japan by
Sony Corp. They all need to reach assembly lines in China for production
to carry on smoothly. Combined, that
logistics chain is key to generating
traffic for cargo airlines.
“Manufacturers require just-intime delivery, so they rely on air
freighters, and don’t mind paying
more for moving these goods by quali-

ty airlines,” said Eric Lin, a Hong
Kong-based analyst at UBS Securities
Asia Ltd.
Cathay last month reported its
smallest profit in at least 15 years as
cargo revenue dropped. High-tech
product shipments account for more
than half its freight volume, said
Kelvin Lau, a Hong Kong-based analyst at Daiwa Securities Group Inc.
“We definitely welcome these new
product launches as they present opportunities to air cargo,” Elin Wong, a
Cathay spokeswoman, said.
The new electronic devices pose a
challenge as well. Phones and tablets
have continually shed weight and are
getting thinner. Consumers are voting against bulky laptops. That’s occupying less space inside a plane. The
iPhone 5 weighs 3.95 ounces compared with 4.90 ounces for the
iPhone 4S.
“That’s good for consumers, but
bad news for air cargo companies as
rates are often determined by weight
and size,” said Um Kyung A, an analyst in Seoul at Shinyoung Securities
Co.
With a slew of new products coming, cargo carriers can expect a reversal in downtrend. Apple has
helped the industry in the past too.
When the iPhone 5 went on sale in
September last year, the decline in
freight traffic in the Asia-Pacific region shrank to 2.6 per cent, easing
from a 6.3 per cent drop.
“Apple products of course will
stimulate airlines’ traffic, especially
in current prolonged, bleak market,”
said UBS’ Mr Lin. – Bloomberg
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[SINGAPORE] Meggitt Aerospace Asia Pacific has
launched a 22,000 square
foot aftermarket centre at
Seletar Aerospace Park
which will enable it to
house the majority of its services under one roof.
The new space at SAP
will help the firm cater to
its clients’ needs, especially
as new aircraft such as Boeing’s 787 and Airbus’ A350
come into service in the
Asia Pacific.
Meggitt Aerospace will
carry out works such as
maintenance repair and
overhaul (MRO), spares distribution and field support
at its new centre.
“The new aircraft platforms A380, B787, (Comac)
ARJ21 and A350, in particular, will receive all the support they need from us on
their doorstep – with dedicated MRO, spares and
field support – resulting in
a highly responsive service
and considerable savings
on the cost of logistics,”
said vice-president Adrian
Plevin.
The move from its small-

er facility in Loyang Way
comes as Meggitt’s Singapore operations has been
growing in recent years,
with turnover registering a
90 per cent increase from
2009 to 2012.
Meanwhile, its MRO
business grew by 30 per
cent last year, enabling it to
beef up its workforce to 45
from about half of that previously. MRO volume is expected to treble in the next
two years, Meggitt Aerospace said in a press release.
The new centre, which
was first announced at the
Singapore Airshow last
year, is housed within JTC
Corporation’s Component
Manufacturing and MRO Facility.
Julian Ho, assistant managing director at the Economic Development Board,
said: “This new aftermarket centre at Seletar Aerospace Park enables Meggitt
to offer comprehensive aftermarket support to their
growing base of Asia-Pacific customers from a single
central address in the region, and enhances Singapore’s position as a leading
MRO and aftermarket
hub.”

Mitsui to team up
with Japan rivals to
build LNG carriers
[TOKYO] Mitsui Engineering & Shipbuilding Co, the
heavy machinery maker
whose merger talks with
Kawasaki Heavy Industries
fell apart earlier this year,
has teamed with other shipbuilders in Japan to bid for
contracts to build natural
gas tankers to service shale
gas projects in the US.
The competitiveness of
Japanese shipbuilders “has
moved close to the Koreans
in terms of the currency”,
president Takao Tanaka
said in an interview last
week. “It’s easier for us to
compete in the LNG tanker
market” compared with the
cargo market, he said.
The yen’s 14 per cent decline since December is reviving the competitiveness
of Japanese shipbuilders.
The timing is advantageous
because Japan, the world’s
largest buyer of liquefied
natural gas, is in the midst
of searching for cheaper energy sources after the Fukushima disaster.
More than 700 liquefied
natural gas tankers will be
needed to satisfy the global
market by 2030, almost
twice the current fleet of
LNG ships in operations,
Mr Tanaka said, citing industry data. Mitsui Engineering has the capacity to
build as many as three LNG
tankers a year, he said,
without naming potential
partners in Japan.
One possibility is for Mitsui Engineering to team up
with Kawasaki Heavy to
build LNG ships, Mr Tanaka said. Kawasaki Heavy
fired its president and
scrapped merger talks with
Mitsui in June.
Japan’s three other
builders of LNG tankers include Mitsubishi Heavy Industries, closely held Imabari Shipbuilding Co and Japan Marine United Corp,
the venture formed in January by the merger of the
shipbuilding units of IHI
Corp and JFE Holdings.
Japanese shipbuilders,
including Mitsui Engineering, are in discussions with
shipowners for contracts to
supply LNG carriers, Mr
Tanaka said, adding that
each contract would be for
more than 10 vessels for delivery after 2017.
Mitsui Engineering, the
most reliant of Japan’s major heavy machinery makers on shipbuilding for
sales, also plans to forge
two separate ventures in
South-east Asia with local
partners to produce container cranes and equipment for chemical plants as
part of its push to move to
destinations where demand is expanding and
costs are lower, he said.
The company reported

its first annual loss in 11
years in the financial year
ended March 31 because of
a 24 billion yen (S$307.4
million)
impairment
charge. It forecasts a profit
of five billion yen this year.
Mitsui Engineering intends to be “one of the
main players” in a project
backed by Japan to extract
fuel from deposits of methane hydrate, known as
“burnable ice”, from under
the seabed.
The company is developing a gas hydrate carrier,
storage and gasification facility. It also owns Modec
Inc, the world’s second-biggest builder of floating production, storage and offloading platforms.
In March, Japan conducted the world’s first
tests to extract fuel from
methane hydrate deposits.
The deposits may be large
enough to supply the nation’s natural gas needs for
about 100 years, according
to Japan Oil, Gas & Metals
National Corp.
“No one predicted that
US shale gas would be realised,” Mr Tanaka said.
“Technology will advance
when needs are quite
high.” – Bloomberg
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