FAR EAST /CHINA BRIEF UPDATE

I have been asked by several companies to comment and look at the business /trading conditions in the Far East and report back.

I had previously spent time working, via projects, in the Far East helping small companies match suppliers and products, which meant I had a fairly good grasp of the recent and current picture.

CREDIT CRUNCH the effects?

In October/November last year I was working in China and they [Business leaders and individual companies] were oblivious to what was happening/stirring in the West. One state official was even dismissive of the threats and said 

“they would simply reduce taxes on companies if they got into trouble, and if small companies went to the wall, well so what, as China is a big place with many people.” 

I noticed back then that the cost of living, hotels and travel was escalating, China was not exactly cheap, things were starting to get expensive, and the pound was getting weaker…….a double whammy. 

Vietnam was a slightly different picture, the currency sits alongside the USD $, but the GB pound seems to float between the 2 currencies. Living there was not expensive - food and travel still cheap, but the hotels were getting dearer as demand went up and capacity stayed the same, and they had just sustained some serious inflation.

The last trip I made was in Feb 09, it confirmed to me what has been happening here for the past 6 months, things are now changing/getter tougher especially in China. 

Businesses are closing, for example 15000 closed around Shenzhen in 2008.  Falling order books [particularly western], are leading to laying off, of millions of workers, after the Chinese new year. The pressure is on.

Protests were being held about unpaid wages and foreign companies doing runners, and leaving the Chinese Gov to pick up the tab. 

Some Chinese banks were struggling, and were being baled out. Newspaper head lines ‘were on the case’ just like being at home….

In Vietnam things were a lot calmer. Many small companies were worried about big orders not materialising and they were looking for new customers/smaller quantities to fill the gaps. Not many were laying people off and they were definitely aware of the worlds issues.

see press extracts attached
CURRENCIES

The Chinese RMB /Yuan currency is still very strong against the Pound and US Dollar…….I read China is buying US bonds and investing up to $30m USD /day in America…….[ie bailing out the US]

Last October I was in China and getting about 11.8 rmb = £1……NOW It’s 9.6……and 12 months ago it was nearly 15, this exchange exposure is now filtering through and hitting the bottom line and forcing up prices. I have had dialogue with many UK companies and this exposure is a major problem going forward. It has seriously affected the current order book and pricing structures and even threatens survival in some cases. One thing is for sure the prices we have enjoyed in the past …..will not be seen for a long time if ever again.

Vietnam’s currency is fairing slightly better for the UK buyers, 6/12 months ago it was about 30,000 vn dong=£1, norm it’s now hovering around 25,000. This actually strengthens the case to look for alternatives to China. 

Vietnam are now finding the world squeeze hitting them, but it’s a gentle wave to them not a Tsunami. It’s a smaller country and the dependency and business expectations are lower.

What was interesting to me  was they were quoting in USD$ which has stabilised at about 17000 vnd =$1, however as we know the pound dollar is a disaster currently 1.40………..was 2.00….. 6/12 months ago.

So by converting twice they were out pricing themselves.

The decline in VND to £1 is about 16%…the $ to £ is 30% and the RMB= £ is 35% See graphs attached 

So if we used the VND/£1 calculations we had lower prices.

I have been invited back to the Far East/ China by the E Midlands  China Bureau/ Nottingham City Council in May 09, this will help the Recycling Project and Technical Textiles/ Advanced Materials work.

I will write another update at the end of May if things have changed.
Jeff Scrivner
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NEWS WEEK ARTICLE  FEB 7

Now, with China's white-hot economy cooling, millions of youngsters are facing the possibility that a good degree won't be enough. As 2008 wound down, 1.5 million new graduates were still jobless, according to the Chinese Academy of Social Sciences. Suddenly, it seems, the Chinese Dream is under threat, and that's got Beijing plenty nervous. This was on stark display when Prime Minister Wen Jiabao met with students at a Beijing college in December. "If you are worried, I'm more worried than you," he told them, promising that ensuring their employment was at the top of his agenda, alongside finding jobs for laid-off factory workers.

NEWS WEEK ARTICLE  FEB 22

With the export-heavy Chinese economy reeling from the U.S. downturn, Clinton has sought in meetings with President Hu Jintao, Foreign Minister Yang Jiechi and Premier Wen Jiabao to reassure Beijing that its massive holdings of U.S. Treasury notes and other government debt would remain a solid investment.
Yang responded that China wants to see its foreign exchange reserves — the world's largest at $1.95 trillion — invested safely and to continue working with the United States.

"I certainly do think that the Chinese government and central bank are making a smart decision by continuing to invest in Treasury bonds," Clinton said in the interview, shortly before departing for Washington. "It's a safe investment. The United States has a well-deserved financial reputation."

February 06,2009 by CSC staff, Shanghai

20 Million Laid-off Migrant Workers May Send China's Unemployment Rate to 10% 
The number of jobless migrant workers brought by the economic slowdown is even higher than the most pessimistic estimation. Chen Xiwen, deputy director of the Office of Central Financial Work Leading Group and director of the Office of The Central Leading Group on Rural Work, disclosed that, due to the financial crisis, about 20 million out of 130 million migrant workers, had returned home as they became jobless or failed to find jobs thanks to the economic slowdown. 

This number is the result of on a sampling survey by the Ministry of Agriculture not long ago. The result shows that 38.5% migrant workers returned home before the Chinese New Year, among whom, 60.4% went back for the holiday, still keeping their jobs in cities which they can return to afterwards; and the rest 39.6% returned home in advance as they had lost their jobs or failed to find jobs in cities. It is thus estimated that about 20 million migrant workers, accounting for 15.3% of the total, returned home jobless. 

Millions of Chinese migrant workers lose jobs 

Rowan Callick | March 02, 2009  Article from:  The Australian 

LAST week's announcement by Pacific Brands that 1850 Australians were to lose their jobs to China spread gloom among workers at large-scale local manufacturing industries. But in reality Chinese migrant workers are faring much worse. More than the equivalent of the whole population of Australia, 20-30 million people, have already lost their jobs and thus also their housing in the factory towns.
They travelled from their rural homes where they had long been underemployed, barely scraping a living, to stay for extended periods in dormitories in factories in coastal cities, making goods mostly bought in the US, Britain and elsewhere in the West. 

Credit and confidence have collapsed in the West, and so has the demand for the clothes, the toys, the plasma television screens they make. 

And despite growing rhetoric from Beijing about broadening the base of China's economy by boosting consumer demand, the policies that would have achieved this were not put in place before the country's main export markets collapsed. 

The Communist Party rules by consensus as well as control, and the leadership has found it difficult to balance the country's conflicting interests -- including between the developed coast, with the jobs, and the less developed heartland, with the struggling farmers -- while introducing a fresh wave ofreforms. 

But there are signs that at last reforms to modernise the economy are under way. It is easier for party leaders to explain this on the grounds that without change now, the Government will be forced to confront scores of thousands more "mass incidents" as it calls the demonstrations and protests already stirring in rural China. 

He Guangping, the deputy head of the public security department in Guangdong, the southern province that makes a third of China's exports, says: "Faced with the complicated changes in public security in society, especially given the impact of the international financial crisis, we expect the public security situation to be grim. 

"All kinds of illegal and criminal activities will continue to increase ... The task of safeguarding social stability, law and order overall, is arduous." 

China is big on anniversaries, and it has only just finished celebrating 30 years since Deng Xiaoping opened the door to business, beginning with the farmers. 

Since then, China's remarkable development -- which has seen hundreds of millions of people emerge from poverty -- has been driven substantially by its becoming the world's factory. 

About 60 per cent of China's exports are made by foreign-owned or foreign-invested companies, chiefly from Taiwan and Hong Kong, and some simply locked the doors after giving their workers their tickets home for their annual leave at Chinese New Year a month ago. 

Most had made profits for years, but were confronting ever-narrowing margins as costs rose and the big buyers, such as Wal-Mart, kept screwing prices down. 

And they lacked access to financial support. China's banks, all state-owned, rarely lend to the private sector and especially not to small or medium businesses. 

The rural communities that have depended on the money sent home by the women and men working away -- about 200 million in all, 15 per cent of the population -- are deprived of the income on which they had grown to depend. Many now also have to sustain an influx of adults who have not lived there for years. 

	Dec 9, 2008  Straits Times

	China factory workers protest 
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Security guards stand guard as workers sit outside the factory gates at Shanghai Yihsin Industry, in a western suburb of Shanghai. -- PHOTO: AP


SHANGHAI - HUNDREDS of workers gathered outside a Shanghai electrical components factory this week to demand pay and protest layoffs, as recession-related unrest spread to China's commercial capital. 

Police faced off on Tuesday with dozens of workers outside the factory gates at Shanghai Yihsin Industry, in a western Shanghai suburb. On Monday, workers said that hundreds showed up, and that a few workers were hurt when they scuffled with factory guards. 

There were no reports of serious injuries. 

'We just want reasonable payments and legal, fair benefits,' said Liu Chunqiong, a technician at the factory, which makes battery chargers and other computer-related equipment. 'They owe each of us more than 1,000 yuan (about US$150, S$226),' he said. 

The secretary to the company's general manager, who would not give her name, refused comment, saying that her boss was out of town. 

Protests have flared up in China in recent months among laid-off workers and others disgruntled over working conditions and pay. 

Most of the unrest reported so far has been centered in southern China's export zones in Guangdong, where hundreds of factories have shuttered due to surging costs and collapsing global demand for exports, especially of cheap toys, shoes and other low-cost products. 

But weakening sales of other consumer items, including appliances and computers, is spreading financial troubles to other industries and regions. 

Shanghai Yihsin is a wholly owned unit of Huan Hsin Holdings Ltd, a company based in Singapore with operations in Taiwan, China and San Carlos, California, according to the company's website. 

It says the company makes laptop computer and printer casings, communications equipment, digital cameras and other electronics equipment on contract for various major manufacturers, including Siemens, Lucent Technologies, Sharp, Panasonic and Sony. 

Information on the factory's financial status was not available. 

However, parent company Huan Hsin, whose shares are traded in Singapore, reported that its net profit fell 86 per cent in the third quarter of this year to S$900,000, from S$6.4 million in July-September of 2007. 

The company, which has been building new factories in Shanghai and in nearby Suzhou, blamed higher taxes, labour and materials costs. 

Workers said Shanghai Yihsin suspended production more than a month ago due to a lack of orders, with all the workers forced to take leave or attend 'lectures' by managers, workers said. 

'It implies no work and no income,' Mr Liu said. 

China's leaders have sought to blunt the impact of potentially destabilizing layoffs due to plunging export orders by pushing ahead with spending on job-creating construction projects and other moves aimed at stimulating domestic demand. 

But these few months will reflect sharp cuts in output due to plunging orders ahead of the Christmas and New Year holidays - traditionally a peak season, economists say. 

'The unemployment rate has been soaring as low value-added and labour intensive processing trade tumbled,' investment bank Merrill Lynch said in a report issued on Monday. -- AP
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Police stand guard, top, as workers gather at the gate of Jianrong Suitcase Factory in Dongguan, Southern city in China, Friday, Dec.19, 2008. Workers at a suitcase factory in southern China are in a standoff with police over a wage dispute, one of a series of protests in southern China, where thousands of companies have gone bust this year. More than 30 police, some with riot helmets and shields, are guarding the front of the factory Friday in the southern city of Dongguan. (AP Photo/Kin Cheung) 














