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l. MANDATE

1. The Working Party on Intermodal Transport and Logssdecided in March 2009 to ask a
virtual group of experts to analyse the impacth# turrent financial and economic crisis on
intermodal transport and to report at its forthaogni session in October 2009
(ECE/TRANS/WP.24/123, paragraph 19). Due to lackanticipation, this virtual expert group
could not be established. However, in order to iol@wa basis for consideration by the Working
Party at its present session, the secretariat heygaped the present note containing some
reflections on the subject.

2. Following the discussions at its present sesstoa Working Party may wish to decide on
possible follow-up activities, if any.
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1. ECONOMIC AND TRANSPORT TRENDS

A. Economic developments

3. The deepening financial crisis and increasinggyt credit conditions resulted in a
remarkable reversal of economic growth throughbatWnited Nations Economic Commission
for Europe (UNECE) region in the final quarter ®03 and first half of 2009.

4. Most UNECE economies experienced a pronouncedtgrslowdown in 2008 when
gross domestic product (GDP) grew by only 1 pert éerthe European Union (EU) and the
United States of America. The countries in Eastéunope, the Caucasus and Central Asia
(EECCA) continued to outperform in 2008 other UNESLIB-regions, with GDP growth of 5 per
cent and freight transport growth of 2 per centwieer, declining demand in the EECCA
commodity sector depressed economic activity in92880 in these countries. Preliminary data
for the first quarter of 2009 show that GDP fellaat accelerating pace in the EU and in the
Commonwealth of Independent States (CIS).

5. Apart from Cyprus, Greece and Poland, all EUntdeis recorded a decline in GDP in
the first quarter of 2009 compared to 2008. The ifalGDP was particular important in the
Baltic States, ranging from 18 per cent in Lataid 4 per cent in Lithuania, but also in Slovenia,
Finland, Germany and Hungary where GDP declineddet 6 per cent and 8 per cent. In CIS
countries, GDP continued to grow in the first gaarof 2009 only in Azerbaijan, Belarus,
Kyrgyzstan, Tajikistan and Uzbekistan, while theféaylargest economy, the Russian Federation
recorded a decline in GDP of 14 per cent. In thkeahe, GDP fell by around 20 per cent during
the same period.

6. In June 2009, the Worldbank revised its eapiediction for the fall of global GDP in
2009 downward from 1.7 per cent to 3 per centata Duly 2009, the World Trade Organization
(WTO) estimated that world trade in general wouddlohe by 10 per cent in 2009 and exports of
main industrial countries by 14 per cent.

7. At the same time, there seem to be now someocsusigns of a possible turnaround in
the global economic crisis, but all depends on réstoration of the financial markets in the
advanced economies. The unprecedented policy regpphoth fiscal and monetary as well as
the support provided by public authorities to timamcial system are all starting to show results.
Whether this is a sustained trend, still remainsetceen.

B. Development in the transport sector

8. The global crisis had a particular impact oelinational maritime shipping and container
transport. During the first quarter of 2009, comé¢atithroughput in Western European ports fell
by 18 per cent. Container volumes declined evenenmorEastern Europe and St. Petersburg
recorded a minus of 38 per cent during the sameteudror the first half of 2009, Rotterdam,
Europe’s largest container port, reported a faltamtainer throughput by 15 per cent, down to
4.6 million twenty-foot equivalent units (TEU).

9. While, in the last quarter of 2008, robust naiotransport markets seemed to have
initially cushioned the decline in internationaansport led by the dramatic fall in maritime
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container movements, freight transport by raildraad inland water transport has also declined
dramatically in the UNECE region in the first haff2009.

10. For the first quarter of 2009, “Deutsche Baletorded a decline in freight traffic of 24
per cent and predicts a minus of 7.5 per centlfervthole of 2009. Similarly, SNCF of France
reported for the same period a decline in freigaftfic of 28 per cent, with a dramatic fall in
steel and automobile transport in the order of 80 gent. Similarly, the Russian Railways
recorded a minus of 27 per cent during the firsirtgr of 2009 and expect a decline of 20 per
cent for the second quarter.

11.  With a particularly bad performance in Janu2®d@9 (down by 36 per cent in Western
Europe), it is likely that UNECE member countriessé recorded a fall in rail freight of around
20 per cent during the first half of 2009.

12. Comparable data showing recent developmentsaithand inland water transport are not
yet available for the UNECE region. However, datsamed through the electronic toll systems
on highways in Germany, Austria and ltaly indicatdecline in lorry traffic of 16 per cent, 17

per cent and 13 per cent respectively for the fivtet months in 2009. International road traffic

seemed to have declined even more (minus of 18gydrin Germany).

13. Few data are available for traffic on Europedand waterways, but estimates indicate a
decline of up to 50 per cent in traffic for thestiquarter of 2009.

14. The outlook for the remainder of 2009 is bleaken though many so-called “experts”
believe that the bottom of the cycle has been eghchContainer throughput in European ports
has apparently stabilized in July 2009 and is etgueto increase slightly in the second half of
20009.

C. Trendsin intermodal transport

15.  As already predicted in October 2008g increase in intermodal transport in Europe had
come to a sudden halt in 2008. UIRR companies teg@ decrease in transport in the order of 1
per cent compared to 2007 amounting to 2.94 millemmsignments or 5.88 million TEU
equivalents. This compares to increases of 9 per cent in 20715 per cent in 2006. While
the first six months of 2008 had still shown hegalithcreases, the second half of 2008 saw a
dramatic decline in traffic as a result of the vemisig economic crisis and, in particular, the
reduction of transport demand in port hinterlaadfic and by the automotive industry.

16. Traffic volumes on the main intermodal transporridors across the Alps also reflected
the worsening economic climate in Europe. In 2088pn-accompanied intermodal transport
across Switzerland declined by 1.4 per cent (imseof tonnes). While in the first half of 2008,
traffic still grew by 0.1 per cent (via the Gottdpand by 9.5 per cent (via the Lotschberg), the
second half of 2008 showed a decline of 8.6 pet fmnthe Gotthard and 1.2 per cent for the
Lotschberg. In November and December 2008, thergeni total non-accompanied intermodal
transport across Switzerland had been in the @id&B per cent.

! See document ECE/TRANS/WP.24/121, paragraph 22
2 One UIRR consignment (accompanied or unaccompargedjjuivalent to two twenty-foot
equivalent units (TEU).
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17. The first quarter of 2009 showed a continuedidward trend in intermodal road-rail
transport. In Germany, “Kombiverkehr”, the largésiropean intermodal transport operator,
reported a decline in traffic in the order of 1842€ cent and expects a similar decline for the
rest of the year. The French intermodal transppdrator GNTC even reported a decline in
traffic of 30 per cent and up to 50 per cent orcHjeroutes. Intercontainer Austria reported a
down turn in the order of 17 per cent and the Sepssator HUPAC saw a minus of 20 per cent
during the same period.

18. Intermodal container transport in port hinteddraffic, representing around 60per cent
of total intermodal traffic in Europe, did appafgmntot decline more dramatically than overall
intra-European transport in the first three montdis2009. The specialized German port
hinterland operators, Transfracht and HHLA Interaidpdlso recorded traffic slow-downs in the
order of 20 per cent and 17 per cent respectively.

19. Only the Austrian intermodal transport opera@{OMBI, offering Rolling Highway
(RoLa) transport services mainly across the Alpg,adlittle better and saw a fall in traffic of
slightly less than 10 per cent in first quarte2609.

20. In general, European intermodal transport apesgredict an overall decline in traffic in
the order of 10 per cent to 20 per cent for theaiader of 2009.

21. Even though the economic crisis seems to h#feeted all modes of transport in a
similar manner, first indications for a modal shdtvards road transport are visible. This seems
only logical since the cost structure of road tpems is more flexible than that of rail and
intermodal transport and fuel prices have declioaasiderably since its peak in 2008. This has
led to price reductions in long-distance road tpansbetween 20 per cent and 30 per cent during
the past few months. Also reduced transport volufaesr, in principle, the deployment of small
and flexible road transport units.

22. These theoretical underpinnings seem to berooed by data from Switzerland, which
indicate that a modal shift from intermodal railrtiad transport has already taken place across
the Alps. Based on data for the first quarter 0®@20intermodal transport across the Alps is
expected to decrease in 2009 by 13 per cent, cadgar8 per cent for road transport. These
projections will, however, only hold if intermoda&iansport operators are willing and able to
uphold their present dense network of national iatefnational lines and services. Should the
crisis persist until the end of 2009, it is likalyat the European intermodal transport network
will need to be thinned out considerably and furthess of market shares would then be
inevitable.

1. SHORT TERM REACTIONS

A. Intermodal transport operators

23. In late 2008 and early 2009, intermodal transpperators have already adjusted their
transport offers, introduced better coordinateddpart procedures and reduced over-capacity on
certain routes. Most intermodal transport operatoase not yet reduced considerably the
frequency and density of their intermodal transp@tworks, as reductions in train frequency,
particularly below one daily journey in each ditentmay induce the risk of loosing markets
altogether. They also have not lowered the levelsefvice quality. They have, however,
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reviewed and streamlined internal procedures irerotd identify cost elements that could be
reduced without direct impact on service quality.

24. At present, most intermodal transport operateesn to continue their strategic long-term
investments in modern equipment, rolling stockmieals and IT services as well as in training
and qualification of staff. On the other hand,g@stments in additional rolling stock have been
postponed or considerably reduced.

25. Larger operators, such as Kombiverkehr or Hupage managed to obtain better and
more flexible pricing conditions from railway undigkings that provide traction and partly

rolling stock for their intermodal transport trainsSmaller companies, however, that had
purchased block trains from railway undertakingsl &ad taken the risk of marketing these
capacities, have difficulties in obtaining simik@mporary rebates and might be compelled to
discontinue operation of these block trains if neairdemand continues to decline. Intermodal
transport trains with capacity utilization below 8070 per cent are the first to go.

26. Recently, representatives of the industry (UIRRC, CER) have requested Governments
and rail infrastructure authorities to provide sh@and medium-term assistance to intermodal
transport operators so as to continue, at an ateedewel, intermodal transport services at
national and international levels. For the shormtethey have requested a reduction of
infrastructure charges for intermodal transpoihgdor a period of twelve to eighteen months as
well as a decrease in energy charges for suchstthet make up around 30 per cent of total
operating costs. In the medium term, they haveestgd an improvement of rail infrastructure
in terms of better capacity and quality of serviceBhey have also called on the European
Commission and the European Railway Agency (ERA)ctmsider a moratorium on the
implementation of cost-increasing legislation folesast one year.

27. At the national level, requests for temporasistance have also been made by
intermodal transport operators. In France, GNTErkeguested to double the present subsidy of
10 EUR per transhipment operation. Similarly, er@any Kombiverkehr has asked for
temporary financial support for two years in thdesrof 30 Million EUR. Also Austrian
intermodal transport operators have requested amgtxon from toll on motorways and other

tax rebates to better compete with road transpbetre/prices had fallen by 30 per cent during
the first months of 2009.

B. Railway undertakings

28. Even though intermodal transport is one offélwerail market segments that has
continued to increase during the past years, osy few railway undertakings seem willing to
provide temporary assistance measures for interhtiadesport, be it in the form of discounts for
services or flexibility in the provision of a miniim number of booked trains. As already
mentioned, only large intermodal transport opesteuch as Kombiverkehr in Germany or
Hupac in Switzerland seem to be able to obtain §ineaimcial and operational benefits for a
limited time.

29. While most European rail transport undertagingve not increased their prices for
combined transport during the past months, onyL. 2009, Rail Cargo Austria (RCA) increased
prices for combined transport by 15 per cent. Alsd. July 2009, the Russian Railways has
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increased tariffs for freight traffic in the ordefr5.7 per cent. In addition, SNCF is apparently
considering a similar move.

30. Price increases may reduce operating deficitisd short term, as clients may not be able
to adjust quickly their logistics and transporticssand use alternatives, such as road transport.
Whether such increases are, however, a soundgtratution and the right signal to

intermodal transport users and European Governmehish continue to promote and assist
financially intermodal transport, remains to bense®/inning back lost clients is usually very
difficult, time consuming and costly, particulafty complex systems, such as intermodal
transport.

C. Governments and rail infrastructure agencies

31. So far, only very few Governments seem to legreed to provide specific temporary
assistance to maintain intermodal transport netsvarid the level of services during the present
crisis. Several Governments are apparently revig\wossible assistance programmes, but have
not yet decided thereon.

32. Switzerland has decided to provide, until the ef 2009, 33 million EUR to support the
transport of containers, demountable bodies and-gaiters with up to 90 EUR per transport
unit operated in trans-alpine rail traffic. Ninetagational and foreign operators profit from these
operational assistance measures that apply totsatgport relations through and within
Switzerland. These funds had been approved alreaudigr for the promotion of intermodal
transport in Switzerland, but had not been usedaltiee decline in traffic.

33. It may well be that Government assistance nreador intermodal transport may not be
required if the economic downturn has now reachedottom line and exports of high-value
goods to major European trading partners, suchhasaCare indeed picking up. Intermodal
transport, particularly of maritime containers, gldbenefit directly from these developments.
However, import volumes from oversees still haventove up and there are no clear signs in this
direction at present.

34. If the predicted upturn in international tradel transport will not take place in the
second half of 2009, Governments may need to censity seriously whether they should
provide support to intermodal transport with sherth measures. Over many years, large
private and public investments have gone into maefal transport and have built up a
successful and efficient European network that titorass a viable and sustainable complement
to road transport on major transport corridors.e@ithe complexity of intermodal transport,
there is a risk that, following a possible collagpggepolitically wanted revival may be far more
costly than short-term assistance measures.

35. Short-term assistance could be provided thralghraditional mechanisms already in
place (financial, fiscal and regulatory measuries),could also make use of innovative systems
of rail infrastructure charging that provide indeas for the use of intermodal transport.

36. Assistance should, however, not benefit indigldr national operators, but should be of
advantage for intermodal transport services in gerand should concentrate on keeping
intermodal transport networks and operations intact
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IV. TURN CHALLENGESINTO OPPORTUNITIES

37. Before public assistance measures are to ldayad and approved, intermodal
transport operators have to do their homework.uraitiely, a crisis is also a time for new
opportunities and for the break-up of obsoletecstmes and habits as shippers, freight
forwarders and transport operators are normallyemalined to review their transport
management and logistics systems in times of ditfies.

38. Thus, if the present crisis can be used bynithestry as an opportunity to adjust to new
trends and demands, to streamline internal proesdamd enhance cooperation, to abolish or at
least reduce endemic bottlenecks in the pan-Europebnetworks and to improve quality, then
intermodal transport may emerge as a real changndhe European transport market. This
would be in line with the transport policies of mpeEuropean Governments that want to bring
out the inherent advantages of each mode toward§fiaient, safe and sustainable pan-
European transport system. However, such windoappbrtunity is only open for a short time.

A. Globalization and regionalization

39. There seems to be consensus that future freigtkets will become more volatile.
Globalization will continue, but global logistickains stand to loose some of their importance.
Regional logistics chains and distribution systevite shorter distances and transport times
could profit from these developments as they coffier better disposition of goods and
flexibility to match demand and supply at shorticet

40. The predicted increase in intra-European trpaeicularly between East and West in a
South-Eastern direction beyond the EU, could bemoortunity for intermodal transport in
terms of already existing rail and terminal infrastures and long distances often well beyond
500 km.

41. Such long distance intermodal transport opamatvia the Trans-Siberian or the
Kazakhstan corridors to China and via the Marmana¢l and Turkey to the Middle East may
create further demand for pan-European intermadakport in the order of 1 to 2 Mio TEUs
annually.

B. Streamlining oper ations while increasing service quality

42. In the present financial and economic crisigrmodal transport services are under
threat as they are organized in cooperation withynahfferent private and public partners with
often-divergent interests and cost structures.Herstipply side, efficient intermodal transport
services require a dense network of transport Bmesschedules through many European
gateways. This complex system of organizing androff a pan-European intermodal transport
network is dependent on the number and qualityaohéndividual operator and line segment.
Disruption of services and the discontinuationnafividual lines may jeopardize the overall
network and the quality of intermodal transporigass in general.

43. This is even more so, as in times of crisisdis@ands for service quality (speed,
reliability and information) increase while pricesnd to go down. This conflict needs to be
resolved quickly by intermodal transport operatmfore customers leave and turn to road
transport.
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44, Thus, intermodal transport operators must @gvedbust business models that, while
bringing costs down, continue to offer high quabfyservices and can cope with rapidly
changing demands and market requirements.

45. Increased horizontal cooperative arrangemeitiiscompetitors on selective issues,
such as sharing of capacity and infrastructurefdde® a solution as long as relevant
competition laws are respected. Enterprises are mpen to cooperative arrangements and
procedures in times of crisis than in boom periadis) because they do not require large-scale
investments and could be rapidly put in place.

46. Vertical integration of European intermodahsport into global transport chains is
currently pursued by large ocean carriers as fdhtedr port hinterland traffic policies. These
examples might need to be looked at in more dataihey also provide examples of how to
increase efficiency and control over the total $ggort chain.

47. Another element of reducing costs and incregsificiency is the increased use of
modern IT systems to streamline and control infgsnacedures. Such systems could also
provide transparency during intermodal transpoeérafions, such as on-line tracking and tracing
of cargo and intermodal transport units, and allammunication among all parties involved in
the intermodal transport chain (railways, roadsport operators, terminals, shippers, etc.).

48. Railway undertakings further need to incregeed, reliability and punctuality of
intermodal transport trains. The current increasguinctuality of intermodal transport trains is a
good signal. According to UIRR, average punctudétyels are however still at only 65 per cent,
which is still far from the target of 85 per ceatrhulated by UIRR.

C. Green logistics and intermodal transport

49. The economic crisis will go, but global warmingj stay with us as one of the key

policy issues for many years. According to recemveys, this issue is also of growing
importance to freight forwarders and particulady $hippers of consumer goods as it provides a
means to enhance acceptance by clients and thie pabiransport and logistics. It also
contributes to the motivation of staff. Intermottainsport generally has already a good
“carbon” footprint and image, but needs to enhdoder its visibility in this respect. Several
large intermodal transport operators have alreadggnized this and offer their customers the
possibility to calculate energy use and the cafbotprint of specific intermodal transport
operations. Shippers will increasingly require suntbrmation from their transport and logistics
providers for internal accounting and marketingpafducts.

50. Another issue of growing concern will be theismion of noise, particularly for railway
transport. Procurement policies for intermodal $port wagons and equipment, such as cooling
devices, need to take this into account.

D. Terminal operations

51. Transhipment operations, while intrinsicallytpzf intermodal transport are, at the same
time, also key drivers for costs, waiting times aigelity in intermodal transport services. There
is a high potential for improvements in this aré@ermodal transport operators and railway
undertakings have to cooperate with public autlesritesponsible for land-use planning and
trade unions on operating hours to arrive at stadlletions in this important field.
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E. New marketsfor intermodal transport

52. Intermodal transport is not necessarily comfiteehigh-value goods, but could also offer
solutions for other high-volume cargoes, as it daiften provide better transport quality,
security and protection from outside influencesitbanventional rail transport. Examples
include the transport of coke and fertilizers imt@oners over very long distances, including
transhipment operations, for example towards thedl@i East, Central Asia or China.

53 New markets could also be explored by developiagket specific intermodal loading
units with new technologies, such as horizontalghgpment for specific purposes. Also the
opening of the new trans-alpine rail links via #ieady operational Létschberg tunnel and the
newly constructed Gotthard tunnels (to be complettD17) will offer new opportunities in
terms of speed and capacity that could open upmaskets, such as for air cargo and other
time-sensitive goods.

54. Another aspect to be explored could be the amatibn of intermodal with conventional
cargo trains. Such solutions could increase maifieetintermodal transport also in cases where
the small volumes would normally not justify theeusf intermodal block trains. Such options
require, of course, that reliability, punctualitydaspeed do not suffer.

V. THE ROLE OF THE WORKING PARTY

55. The Working Party may wish to take note ofdabeve challenges and opportunities for
intermodal transport in a time of crisis and magiwio consider how and to what extend it could
assist UNECE member countries and the industrys @billd include a regular exchange of
information on appropriate short-term policy andistance measures. It could also include the
strengthening of its efforts to review regularlylipp measures to promote intermodal transport
(refer to ECE/TRANS/WP.24/2008/5 and Addenda). Sofrthese measures could possibly be
enshrined into an international legal documenthsasthe AGTC Agreement, together with
benchmarks for efficient intermodal transport ofiers that need to be achieved in order to
obtain support.

VI.  CONCLUSIONS

56. The present unprecedented financial and eca@nomsis is also an unprecedented
challenge for the European transport industry amwjgean Governments. Intermodal transport
is one of the cornerstones of an efficient, safésrstainable transport system in Europe. This
should not be jeopardized. What has been builtvep many years by the transport industry and
European Governments should not be allowed to beajed within a few months, as it will be
extremely difficult and costly to bring intermodednsport systems back on track.

57. However, unless the present crisis continugetsist, the intermodal transport industry
may be able to turn the present challenges intomppities, become more efficient and expand
into new markets. It could even develop into a deastransport system that constitutes an
integral part of regional and global logistics sgyss and responds fully to the demands of its
customers and the policy concerns of European Gavents.

58. European Governments have the responsibilisppport this development and the
UNECE Working Party may wish to assist in this enaeir.



