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Trends in the Shipping and Ports Industries and the Implications for Port Operators
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Tim Smith, Vice President - A.P. Moller - Maersk and Chief Executive Asia - APM Terminals
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Trends in the International Shipping Industry
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Diminishing GDP-container growth multiplier effect due to slowdown of globalization

EIRESEM AT (hn w7k 100 196

Global Container Throughput (Unit: M TEU) 171
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TEU Trade CAGR (%) 8.3% 10.8% 3.9% 3.8%

2012 2013 2014 2015 2016 2017 2018

GDPE &HEHHK % 2.8% 3.4% 2.3% 3.1%
Real GDP CAGR (%)

Fey
Multiplier 3.0x 3.1x 1.7x 1.2x

(FeiSource: Alphaliner / World Bank) . MAERSK
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Besides weak demand, oversupply remains a challenge for container shipping industry

2 BN S

Container ship fleet growth
2014A-2020E
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As a result, global freight rates have trended down although they have stabilised somewhat
in 2018-19
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China Containerized Freight Index
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(FJFSource: Shanghai Shipping Exchange)
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At the same time, the number of container carriers has halved during past several years due to mergers,

acquisitions and bankruptcies... with potentially more to come

2012 - £EkHH 2 5152

Global Carriers League Table

2018 1H - £EkHH 2 \T5) 2%

Global Carriers League Table
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Flag

-
5 ®

Carrier

Maersk

MSC

CMA CGM
Hapag-Llowyd
APL

COSCO
Evergreen
CSCL

Hanjin

MOL
Hamburg Sud
MNYK Line
OO0oCL

CS5AV Group
K Line

Yang Ming
Zim

HMM

PIL

UASC

MS (%) EBIT-Margin

17%
14%
9%
4%
4%
4%
4%
4%
3%
3%
3%
3%
3%
2%
2%
2%
2%
2%
2%
2%

2.7%

6.1%
-3.3%
-3.1%
-3.3%
-0.8%
-2.7%
-1.9%
-3.4%

-2.6%

3.6%
-6.1%
-1.4%
-1.5%
-2.6%
-4.3%

2.9%
-3.8%

# Flag Carrier MS (%) EBIT-Margin
mmm Maersk 19% 0.4%
2 Ed msc 15% -
3 B} cmacem 12% 1.4%
4 B cosco 12% 0.5%
5 B opag-Lioyd 7% 1.3%
6 ® ONE 7% -5.8%
7 ' Evergreen 5% -2.7%
8 B Yang Ming 3% -8.6%
9 ‘@ HMM 2% -16.0%
10 G pp 2% -
11 _%*_ Zim 2% 0.9%
(K JFSource: Public Reports, Maersk Research)
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The size and market coverage of each liner alliance has more than doubled as well

Hamburg SUD
CSAV

ZIM

PIL

UASC

APL
MOL

HMM
Hapag-Lloyd
NYK

0O0CL

G6 Alliance

New World

Grand Alliance

COSCO

K Line
Yang Ming
Hanjin
Evergreen

CKYHE

2012 12Tt
Summary of Alliances
Company Asia-Europe | Trans-Pacific | Trans-Atlantic
Maersk
MSC
CMA CGM
CSCL

2019 1B
Summary of Alliances
Company Asia-Europe | Trans-Pacific | Trans-Atlantic
Maersk 2M Alliance
MSC
CMA CGM
COSCO OCEAN Alliance
Evergreen
Hapag-Lloyd
ONE ) THE Alliance
Yang Ming
HMM
PIL Mo

(FFJRSource: Public Reports, Maersk Research)
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1. TETwRBIRDRBR TR, BEEK
RNERGEHERBNEYRA A
Focuses on end-to-end logistic
solutions and aims to be the global
integrator of container logistics

2. LRSS (75143248
DL F#% 0ok 4% Sold Maersk Oil
for US$7.5B - concentrate on core
business

3. 2018 M IBM & AE L [FIIT & X Hest-F
£ (TradeLens) Partnered with IBM
to develop blockchain platform
(TradeLens)

4.2019 F R BMFii-F &
(Loadsmart) A& 56 )i R 2 40 2 7
(Vandegrift) Invested in digital
logistics platform (Loadsmart) and
leading customs brokerage house
(Vandegrift)

25, MBATREEETHEMYRKMERET R

Besides consolidation, liners also focus on value chain expansion in shipping & logistics

1. HAn BN 55— RIATZ M

£E 4] Aspires to be World's no.1
shipping and logistics group

ARt — R T 2R [ N A

FHH N (W 5/ R/
FLEL/FE) Actively developing
domestic and overseas port
investment opportunities along
Belt and Road markets (e.g.
Qingdao / Shanghai / Abu Dhabi /
Peru)

JFR SRR X E - Canrg )

Developing terminal logistics park
projecte (e.g. Nansha)

20194F 5% % 642,35 4 W B 17 A

(Singamas){t H [E 5N 248 T
J 2019 - US0.6B acquisition of
Singamas' 5 container factories in
China

ol
CMACGM

pu—c

1. Fili B2 B0 A R S B AR R U7 SRBROV I K Y

#% 02X 3 J7Land route and supply
chain as key growth drivers

. 20184F 58 Bl WM X e 2 BE AR BT AS A

al W, kDRI, RE, BREgH
W An SR F i A )z ik 552018
- completed acquisition of intra-Europe
carrier Containerships, which brings a
wide range of services for container
transport by short sea, truck, rail and
barge

. 20184F AR IR TTIA K A HE G

Invested in CMA-branded cold chain
warehouse in London

20194F HHN7M2. 35 G Il 4 Bk TR iz AR HE

PSR 4EY)IR (CEVA Logistics) Invested
US1.7B in global freight forwarder CEVA
Logistics
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Trends in the International Port Industry
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GOOD NEWS: the port industry is still largely profitable even as container trade growth and
shipping freight rates weaken

B Bl R R

The Return on Invested Capital
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Lower demand growth

BEPBE

Customer consolidation

A

Intensified competition

e 28 I

Diminishing returns

MILSHIRAR

Union relations

BURFHI A &

Role of Government

H B 3 DL xR A0 4 R 68 78 T i i — P Pk AR ..
BAD NEWS: stronger head winds affect the growth and profitability of port industry...

FEFE KR 8% growth p.a.

% FIRC N w) SE 4 AR R S =L SETH
7 I Multiple carriers compete for
the same berthing window

5L 4 S 18 & X 55 4 Moderate
competition with traditional players

CO16LE 5 77 Bl fi R IR B IEAE . 14%
peak ROIC in 2016

LA 5 N R L

Locally focused unions

NN A AR ISR A BE R R
Encouraged concessions to support
economic growth

DTE
Now

/ﬁﬁijﬁﬁ 2 - 3% growth p.a\

35K A IR R FIBE T 3
mega alliances with significant
negotiation leverage

BRI T I 7 gead 8 . 55 4 a
B2 E R LU RE R High
competition with over-capacity in
mature markets; New players
active in the industry

A BrEEIRET - 8% as the
new norm

[E R T W25 X B s it
A& International union
networks; Push back on
automation/optimization

X BT /£ 29T H ZRAT 5w i el

i Looking for greater returns from

new / extended concessions MAERSK
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How are port operators responding to the external challenge ?

FH 1 Examples
- FEWEHELS Hong Kong Seaport Alliance
1. E&5H/I8ERE - BBXIREREEIR T4 Cross-region or cross-city integration
Mergers / operations consolidation (Blan: TS, Wil a s ER AT
(e.e. Ningbo-Zhoushan port merger, Zhejiang Province Port Group)
e APHRe A m EEAES - WFEI BRI Unifeeder DP World's acquisition of Unifeeder
Vertical Integration with carriers - ANCHE O ¥R A 551841 Hutchison Ports and SIPG's minority investments in 00CL
3 £ [ 3 [ kv - Ot+-EEENLE1-EGL Maersk Line + APM Terminals

Intra-group synergy extraction - FREigiEfiE M T iEEE O C0SCo Shipping + COSCO Ports

- HFEAERTEENE NGRS S TH R 301K &
4.4 A0 P i AR 2% — A4k DPW's USD 3B initiative to invest in India inland logistics service

Port and inland service integration - BB T EALEBEKT MR DA R
SIPG and NZPG in Yangtze River port network integration strategy

5.6 a5 /A O E K T FE30 B R A L IEAT BRAEARHELL

Lean operation / optimization APM Terminals' push to standardize operations at 30+ controlled terminals
6.2 A B Btk - DEEMELATFENE. BAE. BEE. ERFIMEENEIMLIE

PSRN T . APM Terminals port automation projects in Netherlands, Mexico, Morocco, Italy and USA
Digitalization and automation N .
= R %% P 184 E 6 FF K Digital platform development for landside customers

MAERSK
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For the ports industry automation is critical and expectations are high, but so far benefits
are elusive

B IR F T B B BB RETT RN S B E R AT A ?

Importance of Automation to stay competitive What are viewed as the most important benefits of automation
erntionm! ooy
Increase operational safety
B4 A B A — B
Better operational control and _
WHEE consistency
Extremely iz [

Important Lower operations cost

winr:

Increase operational productivity

s

Lower labor cost

st

Improve data quality

) K IRKUN _

Improve customer experience

SO T 51 7 R R X _

(% Resource.: *Techvalidate survey across 78 Navis users) .
Overcome challenge of labor scarcity

HEEE
Moderate
Important

MAERSK
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However, there are significant challenges realising the benefits of automation

A AT Manual # HzhikSemi-Automation HE 3544 Full Automation

R B AT PR 4 Cost Predictability
O TT RS R I
Solution Consistency & Performance

B 1) A P9 (R 52 1 Time & Budget Certainty

B 30K F I B &2 44k

Level of Automation and Project Complexity

PRHEALE BT S ik B BIAL BT I BBk i, AE% - B e R 52 2t |

Standardization can help to overcome automation challenges, also enabling customers to reap the bhenefits quicker!

MAERSK
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So to achieve tangible progress terminal operators need to take a proactive role towards
standardization

Y TERBERG SIEMENS '. L Terminal Imeestment limited G APM TERMINALS
[CSKALMAR _
. & : ' 2
Liftech Amm  Cogugx BOLLORE Ll HUTCHISONFPORTS A esoare
& e |
EMERSON  @CavoTec TMEiC RS P e @PP;;A OFLLITILT T

77 SN\ e OF WORLD
COSCO
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H BT e TAE R R BN IREN, KRR R BRI R SR

Current standardization efforts are mostly supplier driven and unlikely to yield significant breakthrough results anytime soon
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APM Terminals started its standardization journey several years ago and is ready to
enhance its efforts - . e "
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Crane Automation AJ LA 4 What can be done?

- EXEERIETRI AR ERE

¥ IEHAERE el '.": L = Define main processes and operation
, j Intelligent Yard Block Z. 2 Cegll 9t g / i.”_;: interface of the terminal modules
; , ‘1, e ' ] C : ; o ei—ﬂ)&"- EE{‘E
- ol - 2 St !
_‘ \ JKEiES Ty S 7 Make performance measurable

Horizontal Transport

.

MIBBEEF8 Where to start?
HOBME

' 0. 2<. ema . TN » e "W
P Gate Automation Ml . Lty BTEERASRNERERENES
AL IEEsR g
;’ ﬁz*ﬁ‘éﬁ;i : APMT current main focus is on improving
g er COgEo ‘ horizontal transport and the hand-off
— N S | between the terminal modules in our

& ZHiFFMZHE , S current operations.

RS = R it oM

Resources & Utilities
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