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Deutsche Bahn backing growing transport market to and from Asia: rail freight transport seen as fast alternative to ocean freight
(Berlin/Hamburg, April 2008)  Rapid growth and major economic potential are the two key characteristics of the Asian transportation and logistics market, and especially to the Chinese market. Deutsche Bahn AG has positioned itself to benefit from these developments as well as from the rising global flow of goods. The company intends to further expand its global transportation and logistics networks towards China to enable its customers to participate in the rapidly growing exchange of goods with the People’s Republic of China. In addition, the fast growing domestic freight transport sector in China offers potential that DB AG intends to focus on in the coming years. This is why signals are being set eastwards for DB AG – because a company will only be able to remain competitive in the market over the long run if it can offer its customers tailor-made, multi-modal transport service across all borders. 
Deutsche Bahn AG ready to roll in the growing Asian market                    

DB AG with its Transport and Logistics Division DB Schenker is currently the world’s number two provider of transportation and logistics services and an important partner to the export sector in Germany and Europe. In the interim, logistics has become the third most important branch of business in the Federal Republic of Germany and is continuing to grow at a dynamic pace. DB AG has forecast growth rates of up to eight percent per year through to 2011, for example in the worldwide ocean freight segment and also in the contract logistics business. 

	


Logistics markets like Russia and China are developing rapidly and are currently still very fragmented. In these markets long-term relationships, market access via proprietary networks and local presence are of decisive importance in developing and participating in the growth and consolidation of the local sector. DB Schenker has an excellent starting position in the European-Asian sector, as it has already been in some of the local markets for decades. Furthermore, the company has maintained good relationships with the railways operating in the region.  
The Chinese transportation and logistics market

Asia will also retain its role as an economic locomotive in the coming years with China playing a decisive role as its economy is anticipated to grow by about eleven percent. China’s trade surplus of 262 billion dollars in 2007 means that it is well on its way to replacing Germany as the world’s number one exporter; concurrently domestic demand will also expand strongly in the Middle Kingdom. 

Based on European Commission statistics, exports from the EU to China rose by about 11 percent in 2006, while the EU’s share of imports from China increased by approximately 19 percent. 

The growing volume of trade between the continents requires fast and reliable transport links. For this reason Deutsche Bahn AG is increasingly focusing on routes to China via the Eurasian Land Bridge. This is reflected by the company’s plans to push expansion of freight routes along the 10,000-kilometer long Moscow-China corridor in collaboration with partner railways. 

DG AG is certain of the major potential of the Eurasian Land Bridge as it offers shippers considerably shorter transport time in comparison to ocean freight, and lower costs vis-à-vis airfreight. While goods take up to 40 days to travel between Germany to China via ship, the journey to China via train would only take about 15 days. 

The Beijing-Hamburg Container Express

On January 24, 2008, just 15 days after it left Dahongmen Station in Beijing, the Beijing-Hamburg Container express was welcomed by representatives of the six participating railways at the Alte Süderelbe Station in the Port of Hamburg upon completion of its 10,000-kilometer test run. The freight train traveled via the Trans-Siberian Railroad line and passed through the People’s Republic of China, the Mongolian Republic, Russia, Belarus, and Poland on its way to Germany. During its journey the train was regauged twice: at the Chinese-Mongolian border in Erlianhot/Zamyn Ude from standard gauge (1435 mm) track to Russian broad gauge (1520 mm) track, and at the border between Belarus and Poland Brest/Malaszewicze where it returned to standard gauge. During this process all containers were transferred to flatcars with the appropriate wheel gauge. In addition, an exchange of locomotives and train drivers also took place at each border. The train originally carried 49 containers but had to be divided in Brest because it was too long for operation on the German railway network.  

Cooperation makes the Eurasian Land Bridge competitive

Six national railways participated in the project: China, the Mongolian Republic, Russia, Belarus, Poland and Germany. However, greater collaboration between these railways is essential if rail transport on this route is to become a competitive proposition. Complicated production processes with different gauges of track, power systems and operational rules as well as complex customs clearance procedures have thus far hindered marketable offers. 

Competitive prices play an equally important role in establishing a scheduled freight transport service with fixed departure times. 

Improving cost structures: In comparison to ocean freight rail transport is burdened by price disadvantages caused by additional costs for positioning and leasing containers as well as by running costs for empty freight cars. The participating railways are currently working very closely together to develop initial solutions towards reducing these and related costs. The key lever to lower costs is regularly scheduled, container circuits running with equal loads of goods, thereby reducing expensive empty car runs. To help achieve this goal the existing flows of goods being transported eastwards to Russia and Central Asia should be integrated into the plan. In addition, long term, stable rail freight tariffs will lead to a further reduction in costs.  

Improving overall conditions: the participating countries and their railways want to streamline border clearance procedures. Customs clearance and handling processes at the various borders should be significantly simplified. The railway companies want to standardize the different freight transport formalities by using one set of approved documentation for the entire trip as well as by  introducing an electronic exchange of information. These proposals would eliminate unnecessary interface points with high potential for error. At the same time the various  customs clearance processes should be accelerated by simplifying customs requirements. 

In addition to improving procedures at the borders the railways are focused on providing customers fast offers and a complete chain of shipping information. The improvement of reloading capacities at the borders involves potential capital expenditures and significant investments have already been planned to expand the capacities of the regauging facilities at the Chinese-Russian border. 

Target group

The Beijing-Hamburg Container Express is primarily aimed at customers dealing in goods that have the following requirements:

· Goods originating in western and northern China that require long shipping times within China to reach seaports where they are transferred to ships. 

· Goods that have to be shipped quickly but at less cost than airfreight. This category includes special sales goods for the clothing industry, electronic goods, as well as project deals for the machinery and plant construction business. 

· Goods, that are shipped via the Eurasian Land Bridge instead of air or ocean freight in order to eliminate bottlenecks in the delivery chain or to secure long-term supplier loyalty in supply chains.
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