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Importing from the Far East

Opportunities & Challenges for
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Housekeeping

e |Introductions

e Please interrupt with questions &
comments

* For a copy of our slides — please leave
your business card and write “presentation”
on the back. We will e-mall the
PowerPoint file to you.
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Setting the Stage

 About H&C Tool Supply and Hewes
Fastener

— Business to business distributor of metal
cutting tools and fasteners.

— In business since 1955
— Acquired Hewes in 1991
— Rochester, Central / Western NY, Beyond




Business Environment

 New York
e Manufacturing

 The Big Squeeze
— Customers want lower prices & more service

— Manufacturers want higher prices & more
service

— New channels of distribution
— Attack the “middle man”




Fasteners

Nuts, bolts, washers, screws etc.
Standard items and specials

Most standard items currently
manufactured overseas, most specials
made domestically.

High volume to cost ratio

Quality & Service are important, but price
IS too
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Services

Vendor Managed « Lot Traceability
nventory  Revision Level Mgnt.

Packaging » Specialized Billing
_abeling

Keep Fill
Never run out

Specification
Standards — IFI, MIL,
ANSI, etc.
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Hewes Import Program

We need to provide a competitive price
along with our service mix.

Market driven

Increasing volume makes |t ea5|er to |
optimize freight costs B o=t ST

Quality Is Imperative
Expertise Is vital




Keys to Success

B

* Expertise

e Vendor Evaluation
— On-site visits
— Formal checklist
— |SO Certification
— Communication
— Relationships
— History
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Keys to Success

e Volume to Cost Ratio

o Capacity
— From 2,500 to 7,500 to
15,000 sq. ft.
— Handling requirements

— Storage environment
— Staff

e Communication
— Relationship-based




Keys to Success

e Partnerships
— Freight Forwarder ¢
— Banks
— Sales & Marketing
— Consultants
— Auditors SD
— Test labs
— Manufacturers
— Customers

.




Benefits

Importing allows us to meet the price
demands of large companies.

Helps us compete with market leaders.

Allows us to sell to other distributors.
— Improves volume
— Establishes Hewes as a key source

Without it we would not be able to serve
our largest customers.



Challenges

e Cash Flow

— 4 weeks on the water, plus 1 week domestic,
(average) 6 weeks to ship, plus 6 weeks to receive
payments = 17 weeks!

— Currency valuation
e Risk
— Pay for product when its loaded at the dock
— Multiple parties involved
— Variable lead times / variable demand
— Insurance costs




Challenges

e |nventory

— Factors that cause us to buy more:

« Minimum quantities, volume breaks, freight costs,
travel time, inspection requirements, “don’t run out”,
lab testing, etc.

— Also drive us to buy sooner.

— Uncertainty and variable demand

— Since these are the highest volume parts
— Inventory can really spike



Challenges

e Trust e Supplies
e Communication — Skids, Labels, Boxes,
— Language e
_ Culture  Documentation
— Timing e Traceability
 Business Terms  Handling

— Attempt to share risk



Bottom Line

“Necessary Evil”
Do it well and it becomes an advantage
Requires a real and constant effort

Constantly re-evaluate the business
proposition

Stay vigilant against possible problems



