Dear Friends,

Here we are in March already.  It’s hard to believe that.  The show and travel season begin in earnest in the USA and elsewhere.

There is quite a bit of info from Asia this week.  Highlights include the following:

1. Will the Asia boon last?  If you pick up two newspapers, they both tell you something different.

2. Can China really control their banks?  

3. Call centers in India creating a new class of wealth.

4. Move over Bud – we have a new sheriff in town.

5. Look at European unemployment…And we thought the USA was bad.

6. Hong Kong tourist for 2004 expected to top last year.  That is unless….

7. For you who hate the Quiznos ads (what are those things anyway?).

8. Packaged Indian Food taking off in Europe.

9. The real story on anti-bacterial soap.  Doesn’t anything ever work?

10. Danger in floating the Yuan. Chinese loans – 50% non-performing

11. Goodday mate – especially in Australian retail.

12. What do the new EU sanctions mean to your company?

13. Why wait staff in restaurants hate those debit cards.

14. Peninsula hotel going into Shanghai.

15. WTTC forecast for better travel ahead.

It was great seeing many of you in London last week.  Thanks for all the kind words of encouragement.

Regards,

Bill Stella

DMS International

3563 Scottsdale Circle

Naperville, IL 60564

USA

+1 630 863 4772 GSM Mobile

+1 630 922 8368 Office/Home

+1 630 839 2035 Fax

bstella@compuserve.com
bill.stella@dmsintr.com
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========================

Asia's New Boom: Will It Bust?

===========================

TOKYO -- Mark Headley IS worried about money. Too much of it.

Cash invested in the seven Asia-focused mutual funds managed by his company for U.S. investors bulged to $2.3 billion by the middle of January from $37 million at the start of 2003. For one China fund alone, "we're bringing in $10 million a day now," he says. "It's scary."

Asia is once again the darling of foreign investors. With a U.S. recovery now picking up pace, Asian companies are gearing up for profits and attracting capital from around the world -- so much that economists are worried that bubbles could be forming in some markets. (Wall Street Journal)

==============================

Banks Skirt China's Credit Crackdown

===============================

From big cities to obscure towns, Chinese companies are quietly bucking Beijing's efforts to rein in credit. Local governments eager to maintain fast growth and job creation, and banks eager to lend, are undermining a centerpiece of a campaign to slow the economy and avoid the pitfalls of fast growth.

The upshot: China's economy appears likely to continue its rapid clip, after a blistering 9.1% growth in 2003, analysts say.

In Shanghai, government-run banks are proving willing partners as property developers skirt tough lending criteria. China Construction Bank, one of the country's four biggest commercial banks, is issuing bridge loans -- linked to previous projects -- if a developer doesn't have a full set of permits for a new project. One recent loan to a developer was issued without any of four required permits, according to a credit officer at Construction Bank.

 Market pressures are causing a big shift from a decade ago. Unlike the mid-1990s, when China's leaders strictly enforced Draconian credit controls to cool inflation that at some times topped 20% a year, the central bank has much less control over lending these days. State-run banks now act more independently and are less willing to sacrifice sources of anticipated profit.

Whether Chinese leaders can curb runaway lending has major implications for other countries. To feed its factories and run its many new cars, China is importing record amounts of oil. Its demand for iron ore, copper and other raw materials has soared and so have prices. Asian nations such as Japan and South Korea have been riding rocketing exports to China for more than a year.

Credit is fueling the cycle of investment and consumption. China's total bank lending is off from peak levels in mid-2003, but still is rising at more than a 20% annual clip. 

China is starting to pay for its galloping growth. The drain on resources is causing electricity shortages, supply bottlenecks and inflation. The benchmark consumer price index rose 3.2% in January from a year earlier. Longer term, China's banks increasingly are exposed to industries that have way too many companies and too much capacity. (Wall Street Journal)

==================================

India Is Beneficiary Of Call-Center Culture

===================================

BOMBAY, India -- While the debate over outsourcing U.S. and European jobs to India gathers political steam, life is getting better and better for the nouveau riche beneficiaries of the call-center culture here in this glitzy center of new consumerism.

Make no mistake: India is a country still facing enormous poverty among its one billion-plus inhabitants. But the New India has a fast-growing middle class of 250 million, many of them young and upwardly mobile who are moving from call centers to software-company campuses and into new professions in hot sectors such as media and entertainment.

The Indian economy is growing at 8% to 10% a year, more than five times the average growth rate of euro-zone countries, more than twice as fast as the U.S. and slightly faster than China. But even more striking than the numbers is a visit to Bombay. Here, and in New Delhi, India's army of affluent 20-something consumers are clad in designer jeans and watches, drive new cars, sip expensive imported wine and talk incessantly on their mobile handsets.

The key to whether India's outscourcing boom is a temporary blip or a real stepladder to broader socio-economic advancement is the sustainability of the nation's economic growth rate. If the economy keeps growing at 8% to 10% for another five years, that could help create an even bigger middle class and more new professional-level jobs.

The speed of India's ascent has been breathtaking. Its transformation of the past decade could be compared with the Industrial Revolution in Europe and the U.S., which spanned a half century. It's possible all that could collapse just as quickly. (Wall Street Journal)

================================

Interbrew, AmBev Unveil Merger Accord

=================================
Brazil's AmBev and Belgium's Interbrew Wednesday announced that they agreed to combine their businesses in a complicated stock- and debt-swap deal, in a merger that could displace Anheuser-Busch Cos. as the world's largest brewer by volume.

The combined group will be called InterbrewAmBev, the companies said.

The transaction involving the world's No.5 and No.3 brewers, respectively, could shake up the global beer market, forming a company with a combined market capitalization of more than $20 billion. The deal could accelerate a spate of mergers aimed at tapping into developing nations. (Wall Street Journal)

=================================================

Euro-Zone Unemployment Rate Remains Unchanged in January

=================================================


LONDON -- The euro-zone unemployment rate was unchanged at 8.8% for the 11th straight month in January, with 12.3 million people without jobs, the European Union statistics agency Eurostat said Tuesday. Although there are signs of a tentative economic recovery in the currency area, the unemployment rate may rise before it falls.

A survey of manufacturers published by Reuters/NTC Research Monday showed employers are still cutting payrolls in an effort to stay competitive in world markets, a task made more difficult by the strong euro. According to a sentiment survey published Friday, consumers don't expect the jobs market to improve dramatically over the next 12 months. That means a significant rise in consumer spending is likely to be some way off, although that's unlikely to prompt the European Central bank to cut interest rates when its governing council meets Thursday. The unemployment rate is high by international standards. In January, the unemployment rate was 5.7% in the U.S. and 5% in Japan.

The following is a country breakdown of unemployment rates in January and December:

  
Jan 
Dec 

Euro zone 
8.8% 
8.8% 

Austria 
4.5% 
4.5%* 

Belgium 
8.4% 
8.3% 

Finland 
9.0% 
9.0% 

France 
9.5% 
9.5% 

Germany 
9.2% 
9.2% 

Greece 
n/a 
n/a 

Ireland 
4.6% 
4.6%* 

Italy 
n/a 
n/a 

Luxembourg 
3.9% 
3.9% 

Netherlands 
n/a 
4.3% 

Portugal 
6.7% 
6.7%* 

Spain 
11.2% 
11.2% 

E.U. 
8.0% 
8.0% 

===================================

Hong Kong Visitors To Exceed 20m In 2004 – 

====================================

Visitor arrivals to Hong Kong could exceed the 20 million mark to reach 20.5 million in 2004, a growth of 31.8% over 2003. The forecast, made on the assumption that outbound market conditions worldwide would remain stable, represented a "cautiously optimistic" outlook for Hong Kong's tourism in 2004, according to Selina Chow, Chairman of the Hong Kong Tourism Board (HKTB). Mainland China will continue to be the leading contributor, with 11.2 million arrivals, an increase of 31.7% over 2003. The HKTB also remains committed to maintaining a balanced portfolio of visitors. The Board forecasts that arrivals from other markets will grow by 32.0% to 9.3 million in 2004.

=====================================

New Quiznos ads aim for younger demographic 

======================================
Restaurant media analyst Gregg Cebrzynski writes the Quiznos Spongmonkeys have the tendency to irritate adults, but the toasted sandwich chain is aiming to capture a younger audience with the singing rodent-like characters.   Nation's Restaurant News (3/1)

=============================================

Packaged ethnic food producer sees success across Europe 

=============================================
Bombay-born Sir Gulam Kaderbhoy Noon saw Indian restaurants multiplying across England and bet a market would soon develop for packaged Indian food in supermarkets as well. Noon, known as "The Curry King" and chairman of Noon Products, now ships more than 150,000 meals a day from his London-based factories.   Fast Company (3/2004)

===================================

Study: Antibacterials provide little protection 

====================================
A study by Columbia University School of Nursing reports that antibacterial soaps, detergents and cleaning supplies may not offer much protection against many common germs. "The very small amount of antibacterial ingredients in these soaps don't seem to be doing much," said the study's lead researcher. A representative from the Soap and Detergent Association argues the antibacterials do help fight infections and today's study was primarily investigating maladies caused by viruses, which are not affected by antibacterials.   The Washington Post (free registration) (3/2)[image: image1.png]



============================

Greenspan Warns About Yuan Float

=============================

WASHINGTON—Federal Reserve Chairman Alan Greenspan warned that if China were to let its currency float immediately, as many U.S. companies and politicians want, it could weaken that country’s banking system and threaten the world economy.

As much as 50% of Chinese bank loans are nonperforming, Mr. Greenspan said in a letter to Senate Banking Committee Chairman Richard Shelby (R., Ala.).  The banking system can operate that way only if depositors don’t pull out their money, he said. “Many in China fear that removal of capital controls that restrict the ability of domestic investors to invest abroad and to sell or to purchase foreign currency—which is a necessary step to allow a currency to float freely—could cause an outflow of deposits from Chinese banks, destabilizing the system,” Mr. Greenspan said.  China pegs the value of its currency, the yuan, to the dollar via strict controls on the ability of local and foreign investors to exchange yuan for dollars. As imports from China have surged, U.S. companies have complained that the peg has kept the yuan artificially cheap and given Chinese companies an unfair advantage in the U.S. (Wall Street Journal)

=================================================

Australian Retail Sales Rebound, Increasing Rate-Increase Talk

=================================================

SYDNEY—Australian retail sales rebounded in January, showing the domestic economy retains fair momentum and increasing speculation about the possibility of a rate increase in coming months.  Disappointing net exports shrunk the nation’s current account deficit less than hoped in the fourth quarter of 2003 and suggest economic growth late last year was less robust than expected. But Australia’s external position looks set to improve after a government commodity forecaster tipped exports will surge next financial year as global growth picks up.  A majority of economists expect the central bank to hold policy steady Wednesday after its monthly board meeting Tuesday, in order to better assess whether the housing market is cooling, before tightening next quarter. But some say the outcome of the meeting isn’t certain, with a quarter-percentage point rise a possibility, given recent data show credit growth remains strong. (Wall Street Journal)

=============================

EU imposes sanctions on U.S. goods

=============================
BRUSSELS - The European Union imposed sanctions on the United States for the first time on Monday as a dispute over tax breaks for U.S. firms turned into a trade war that could cost American exporters $300 million this year. The lower tax rates for exports for firms, including Boeing and Microsoft, were judged an illegal subsidy by the World Trade Organization (WTO), which ruled the EU could impose $4 billion in sanctions a year on U.S. goods. The sanctions are intended to prod the U.S. Congress quickly to replace the tax breaks with measures in line with WTO rules. They start at $16 million as an extra five percent duty on selected U.S. products in March and rise by one percent a month to $315 million in 2004 and $666 million if they run throughout 2005.

=============================================

Debit card usage up, leaving servers cash-poor at day's end 

==============================================
With diners increasingly using credit and debit cards to pay even small tabs, some restaurant managers say cash can be scarce at the end of a shift, forcing servers to wait until payday to get tips in their checks. "It really aggravates the servers. They're used to instant gratification," said Rick Thompson, CEO of Johnny Rockets of Ohio.   American City Business Journals/Cincinnati (free registration) (2/27)

=====================================

Peninsula Hopes For 2008 Return To Shanghai – 

=======================================
The Peninsula may open a hotel on Shanghai's famous Bund as early as 2008, after an absence of more than 50 years from the city. Hongkong and Shanghai Hotels chief executive Clement Kwok King-man said the luxury hotel chain hoped to sign a final agreement with its mainland partner this year. Once an agreement was in place, planning and construction would take about four years to complete if everything went according to schedule.

=========================================

WTTC's 2004 Economic Forecasts For US Travel – 

========================================

The World Travel & Tourism Council (WTTC) released its 2004 forecast for US Travel & Tourism today at the New York Times Travel Show Tourism Industry Conference in New York. Following more than two years of poor performance, resulting from an economic downturn, the terrorism events of 9/11, the war in Iraq and SARS, WTTC has forecast a strong return to growth for the US industry. For 2004, WTTC's forecast for demand: Encompassing all components of Travel & Tourism consumption, investment, government spending and exports to grow 7.3% (real terms) and total $1.5 trillion in 2004. The ten-year annualized growth (2005-2014) forecast is 4.1% per annum illustrating the outlook for robust recovery in 2004.

