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Postal Service Issues Year End Results

The United States Postal Service 2009 fiscal year-end financial
results showed a net loss of USD 3.8 billion despite USD 6 billion
in cost savings and a USD 4 billion reduction in required payments
for retiree health benefits.

The savings include a 40,000 staff reduction, plus cuts in overtime
hours, transportation and other costs. The USD 4 billion reduction
in mandatory retiree health benefit payments came about under
a special law passed to allow the Postal Service to maintain fiscal
solvency.
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The financial results revealed operating revenue of USD 68.1
billion, compared with USD 74.9 billion in 2008; operating
expenses of USD 71.8 billion against USD 77.7 billion and a net
loss of USD 3.8 billion, compared with USD 2.8 billion.

Total mail volume declined by 12.7 percent in fiscal 2009 to 177
billion pieces, compared with 203 billion pieces in 2008.

Chief financial officer Joseph Corbett said the Postal Service
responded aggressively to unprecedented mail volume declines
and the ongoing recession. “We undertook comprehensive cost-
cutting measures across all areas of the organization,” he said.
“Most notably, we reduced work hours by 115 million, or the
equivalent of 65,000 full-time employees representing a larger
number than the entire workforce at more than 80 percent of
Fortune 500 companies today.”

Independent auditor Ernst & Young issued an unqualified audit
opinion, but emphasized that questions remain about the ability
of the Postal Service to generate sufficient liquidity to make all of
its payments, including the USD 5.5 billion retiree health benefits
payment due on the last day of 2010.

The Postal Service's Integrated Financial Plan estimates a revenue
decline of USD 2.2 billion, a net loss of USD 7.8 billion, cost
reductions of more than USD 3.5 billion and a reduction in mail
volume of eleven billion pieces for the year.

Postmaster General John Potter stated, however, that the Postal
Service faced “a sobering reality” of the same problem in 2010
and every year in the near future. “As volume contracts and we
struggle to match the costs of an expanding delivery network
with revenues received, it's clear that long-term success requires
fundamental, legislative change,” he said.

He said legislation had to address “the impossible demands” of
prefunding future retiree health benefits at current levels of more
than USD 5 billion annually; the barriers to matching delivery
frequency with declining mail volumes; and the ability to leverage
the Postal Service's logistics, distribution and retail networks to
create new revenue streams.

“In 2010 we will engage our customer and business partner
stakeholders, the Administration and Congress, and the American
people in a dialogue to determine a more financially sustainable
future,” said Mr. Potter. “The Postal Service remains a vital driver
of the American economy and an integral part of every American
community.”
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Canada Post Commits to Major CO, Cut

Canada Post has announced its intention to cut its direct green-
house gas emissions by 20 percent in addition to its existing
commitment to reduce its emissions by 14 percent from 1990 to
date.

“We are committed to making significant additional reductions to
our greenhouse gas emissions,” said Moya Greene, president and
chief executive of Canada Post. “Our commitment is driven by
our belief that all businesses have a role to play in tackling climate
change. We also know that this urgent global environmental chal-
lenge is a priority not only for our business customers, but also for
Canadians.”

The reduction commitment includes registering all major new
buildings for LEED certification. Starting this year, Canada Post is
to purchase 3,000 lighter, more fuel efficient vehicles.

Canada Post’s subsidiary, Purolator Courier, has ordered 200
hybrid electric delivery trucks in addition to 205 already in its
fleet.

The Azure Balance Hybrid Electric vehicles are integrated on a
Ford E450 chassis and offer economy features such as engine-off
atidle.

Canada Post is a member of IPC's Environmental Measurement
and Monitoring System.
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US Government Study Confirms Economy of
Hybrids

A twelve-month evaluation of UPS diesel hybrid delivery vehicles
showed they improved on-road fuel economy by 28.9 percent
giving a 15 percent improvement in total cost per mile.

The study by the United States Department of Energy monitored
six hybrid vans. A team collected and analysed fuel economy,
maintenance and other vehicle performance data.

The vans maintained similar reliability and operational perfor-
mance as conventional vehicles in addition to their fuel economy,
the test results showed.

The vehicles in the test were first generation hybrid diesel step
delivery vans powered by the electric hybrid propulsion system
from Eaton Corp.
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BPI Buys Major Stake in US Mail Business

Belgian Post International (BPI) has acquired a majority share in
MSI Worldwide Mail, a United States based mail and parcel distri-
bution company, in order to expand its operations in the US and
worldwide.

MSI Worldwide Mail will continue to operate autonomously
with the freedom to choose its own postal operator distributors.
The company was set up three-and-a-half years ago and said it
expected to generate sales of USD 35 million.

Christopher Taylor, chief executive of MSI, said: “Having BPI as a
strategic partner provides MSI with the global resources necessary
to further strengthen our position in North America and expand
our service offering. Moreover, the new relationship will allow
additional investment in technology and product offerings to
meet client demands in the coming decade.”

FedEx Announces Q2 Results
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FedEx Corp results for its ending in November showed lower year-
on-year revenue and profit figures.

Group revenue at USD 8.60 billion was down ten percent from
USD 9.54 billion a year ago; operating income of USD 571 million
was 27 percent down from USD 784 million; operating margin
was 6.6 percent compared with 8.2 percent and net income
at USD 345 million was 30 percent below last year's USD 493
million.

The company said lower yields caused revenue and earnings
decline owing primarily to substantial reduction in fuel surcharges
year-on-year.

The express business reported second quarter revenue of USD
5.31 billion, down 13 percent from USD 6.10 billion a year ago.
Operating income was USD 345 million, down 36 percent from
USD 540 million; operating margin was 6.5 percent compared
with 8.9 percent.
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US domestic average daily package volume rose by four percent,
but revenue per package dropped by 19 percent owing to lower
fuel surcharges, rate per pound and weight per package.

At FedEx Ground, revenue was USD 1.84 billion, three percent
higher than last year’s USD 1.79 billion. Operating income was
USD 238 million, up twelve percent from USD 212 million; oper-
ating margin was 13.0 percent compared with 11.9 percent.

Average daily package volume was four percent higher, but yield
decreased by two percent. FedEx SmartPost average daily volume
grew 63 percent, aided by gains resulting from DHL's exit from
the US domestic package market. Operating income and margin
grew primarily on account of increased volume and improved
productivity.

The company said less-than-truckload (LTL) yield decreased twelve
percent owning to competitive pricing and lower fuel surcharges.
Average daily LTL shipments increased three percent year-on-year
and growth rates improved throughout the quarter, partially offset
by higher shipments.

UPS Rate Increases Come into Force

New UPS rates in force since January 4 are up an average 4.9
percent for air, ground and international packages. The net figure
for air and international includes a two percent reduction in fuel
surcharge.

Fuel surcharge tables have been adjusted for air express and
ground services to align them better and reduce volatility when
fuel prices fluctuate.

Freight rates are up an average 5.7 percent for non-contractual
shipments in the United States, Canada and Mexico.

UPS Mexico Chief Wins Top Award

The UPS Mexico general manager, Griselda Hernandez, has
received the Best Executive in Latin America Stevie Award in an
international competition that recognises the accomplishments of
outstanding women executives, business owners and the organi-
sations they run.
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Ahmed Fahour to Head Australia Post

Australia Post’s new chief executive officer, Ahmed Fahour, joins
the company on February 1 from Gulf Finance House.

Mr. Fahour has worked at Boston Consulting Group, Citigroup
and NAB. He is an experienced chief executive in Australia and
other countries and will take up the challenge of identifying ambi-
tious strategies that further strengthen Australia Post’s balance
sheet and profitability, according to chairman David Mortimer.

The appointment results from a four-month international search.

Japan Post to Restructure Again

The Japanese Government plans to restructure the five units of
Japan Post group into three companies, with the government
owning more than one third of the shares.

The move, seen as a big step backwards for privatisation, boosts
the government’s involvement in Japan’s postal system. The mail
and parcel delivery unit Japan Post Service and the post office
operator Japan Post Network will be grouped into one new
company.

The group’s banking and insurance units, Japan Post Bank and
Japan Post Insurance, will operate under the merged company,
which will hold more than a third of the shares in the two profit-
making units.

The reorganisation move was prompted by worries that Japan
Post Service may not stay afloat given the weak business envi-
ronment surrounding its mail and parcel delivery services as Japan
Post Bank and Japan Post Insurance generate the bulk of profits
for the group.

The company’s reorganisation follows recent elections of a new
government that blocked long-standing privatisation plans for the
postal and financial services giant.

Internal affairs minister Kazuhiro Haraguchi and minister for postal
affairs Shizuka Kamei will work out the details of the realignment
bringing forward relevant bills to the upcoming Diet session later
this month.
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Pre-Christmas Industrial Unrest in Australia

A postal strike in Australia before Christmas was stopped after
one day by Fair Work Australia, the national workplace relations
tribunal, which ordered postal employees back to work after
Australia Post applied to the Federal Court for an injunction to
stop picketing at key distribution centres.

Fair Work Australia ruled that the union’s notices of strike action
were too broad and invalid and ordered it to cease them and also
call off further action planned for December 17-21.

The union responded to the Fair Work Australia ruling with
a strike notice. It refused to call off a planned 48-hour strike in
Christmas week; a statement from Australia Post said union stop-
pages in Melbourne on December 23 caused delays.

The Express Market Grows in China

The Chinese express delivery market grew by 14.8 percent to
CNY 34.26 billion in the first nine months of 2009, according to
Research in China.

The organisation said the domestic market developed strongly
with cross-regional volumes up 30 percent to 940 million pieces
and local volumes up 8.4 percent to 320 items.

Revenue from the international business, including Hong Kong,
Macau and Taiwan, dropped 0.3 percent to CNY 10.83 billion
while volumes rose 1.1 percent to 80 million pieces.

This year the market is expected to consolidate when a new
postal law is likely to cause the disappearance of up to 40 percent
of small, local express operators.

DHL Completes its Energy Centre Network
DHL has launched a dedicated oil and energy centre of excellence
in Singapore to serve the Asia Pacific region as it expands its excel-
lence centre network.

The regional centres located in the United States, the Middle East

and Africa, Europe and Asia Pacific are interlinked globally and
support multiple DHL business divisions serving energy suppliers.
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ABOUT THIS PUBLICATION

IPC Market Flash is a bi-weekly newsletter
providing a comprehensive look at new
developments emerging in the international
postal marketplace. It is published by the
Markets and Communication Department of the
International Post Corporation.

IPC Market Flash is sent out exclusively to IPC
member posts. If you would like to contribute an
article or photograph to this publication please

contact us via email at publications@ipc.be or

send your submissions to:

IPC

Head of Communication
Avenue du Bourget, 44
1130, Brussels

Belgium

While every care has been taken to ensure the accuracy of this report, the facts and
estimates stated are based on information and sources which, while we believe them
to be reliable, are not guaranteed. No liability can be accepted by International Post
Corporation, its directors or employees, for any loss occasioned to any person or entity
acting or failing act as a result of anything contained in or omitted from this report.
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