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Executive Summary

Driven by (1) the rapid growth of e-commerce,(2) increasinginternational trade and investment, and (3) improving
infrastructure, the SoutheastAsianlogisticsmarket is poisedfor disruption. Thisdeck breaksdown the market into
the following parts and analysesthem in detail: (1) warehousingand fulfilment centres,(2) transportation, (3) last-
mile, and (4) crossborder logistics

The warehousing landscapeis defined by a general trend for large ecommerce players to internalize their
warehousingcapabilities,but manyopportunities lie in underserved2 tier citiesand urban areas

The transportation landscape remains assetheavy, however it presents unigue opportunities for operational
excellence (via telematics, route planning) or optimal utilization (via services marketplaces, aggregatorsand
integrative solutions)

The last mile delivery landscapeholds many opportunities in fulfilling consumerpreferencesfor quicker deliveries
and packagetracking,but is facingincreasingiragmentation.

As for crossborder logistics,we see high crossborder e-commerceactivity in Singaporeand Malaysiaand foresee
the other markets following suit as they mature. This growth, coupled with the lack of existing playerswith local
expertisein customsclearancejndicatesa strongareaof opportunity in this space



Key Drivers of Logistics in SEA

ECommerce, international trades and infrastructure improvement are boosting logistics industry in SEA
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Driver 1: E -commerce

Rapid development of-eommerce has stimulated the needs for better logistics services especially in the
B2C area
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Driver 2: International trades and investment
Further integration into the global economy has increased cross border movements

Shares of ASEAN in world exports and imports Foreign Direct Investment Flows in ASEAN
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Driver 3: Improved Infrastructure
Infrastructure and urbanization are inteelated and driving further demand for logistics

Technological A Rising urbanization drives increased demand for infrastructure
breakthrough
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The ASEAN Master Plan on Connectivity 2025 proposes the
development of transnational transport corridors to facilitate the
movement of goods and (skilled) labour in the region
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Overview of Logistics Ecosystem
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Logistics Ecosystem

Fulfilment Center



Fulfilment Centers: Inhouse vs. 3PL

Despite trends of ilhouse consolidation on fulfilment services, 3PL providers still have competitive edge
In inter-city delivery speed
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Tokopediahave started building their own fulfilment centers, whilBukalapakand Shopeeare also expected to follow suit.
However, these local players currently have no technological krleaw to build smart facilities.

*) Source: CLSAl&ion Report published in August 2018. Data is obtained through experiments conducted by CLSA, who executedramgtpteons fom 3 major cities (Medan, Jakarta, Surabaya)
and through 5 eeommerce players in Indonesia



Fulfilment Centers: Inhouse Consolidation

In-house consolidation by major players focuses on lagpde regional fulfilmententersin strategic
locations and Tief cities
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Fulfilment Centers: Opportunities

Opportunities exist for 3PL to build logistics services inZ @ties due to increasing needs for fast

delivery _ | _
Parcel Delivery Costs in Indonesia**
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Delivery costs between major cities are reasonably competitive. However,

Customers Who Are Willing to Pay More for Same lack of shipping infrastructures (urban warehouses + distribution network)
Day Delivery* in Tier2 cities lead to extremely high prices

*) Source: PwC Consumer Insight Survey 20i8s://www.thejakartapost.com/news/2018/10/17/mosbnline-purchasersrefer-sameday-deliveryservice.html
**)Source: CSLAIEtion2018 Report



https://www.thejakartapost.com/news/2018/10/17/most-online-purchasers-prefer-same-day-delivery-service.html

Fulfiiment Centers: 3PL Providers
Most 3PL incumbents still focus on-demand warehousing or en-end fulfilment services, virtually no
players exists in deep tech space
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Fulfilment Centers: Investment Opportunities
Investment opportunities are available in three key growth areas

4 )
Endto-end Logistics A Despite trends of consolidation, logistics services in Tier-2 cities are still lacking
P ider in Tier2 Citi A Plenty of 3PL providers are already focusing on end-to-end logistics, but significant
roviaer in tie ities fundraising is necessary for them to expand their networks
\_ /
4 )
A Smaller-scale facilities in Tier-2 cities are required to bridge distance between
Smaltscale Urban regional logistics hubs built by major players and customers

Warehouses in Tie? Cities A Aggregation of excess facilities or additional facilities development by 3PL will
bring down delivery times and shipping costs to Tier-2 cities

ﬂ& Chinese-controlled tech giants (Alibaba, Lazada, JD.ID, etc.) are bringing in- \

house deep technologies for their own fulfilment facilities in ASEAN

First Mover in ASEAN Dee A The local players (Tokopedia, Bukalapak, Shopee, etc.) need to compete on
technological efficiencies when they build their own mega-facilities, but they
currently have no knowledge / experience on such technology

A Whoever can come up with local solution in automation / robotics will enjoy

\ massive first mover advantage in tech supply to local e-commerce players j

Tech Development




Logistics Ecosystem

Transportation



Transportation: SEA Logistics Trends in Media
Media coverage furnished a lens into emerging industry trends and market needs in SEA region
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Transportation: Key Future Development Areas

Current trends of improving connectivity and prevalence of marketplace business models present unique
development potential in SEA industrial logistics industry

Current Industry Trends Future Development Potential
With Focus on Business Model Innovation Future 5~10 Years Horizon

Driversod smartphones
and exchange interface for telematics

Predictive analytics with dynamic inputs of
real-time delivery orders and traffic

Pure-play digital marketplace for transport
assets exchange and shared mobility

Extension of mobility ecosystem through
integrator and aggregator

Traditional | ogistic
growth hacking through Corporate Venture
Capital (CVC) investments

Fleet management / performance monitoring
system, usage-based motor insurance plans

Route optimization planning for better asset
productivity and greater fuel savings

Online transaction becoming norm for
ownership transfer, service appointment,
capability booking

Emergence of total solution providers that
boast one-stop-shop logistics service coverage

Early engagement with high-potential investee
companies by strategic investors




Transportation: Attractive Growth Levers

Proliferation of players in the marketplace/aggregators sector has indicated high attractiveness while den
In Telematics and Predictive Analytics sectors are still untapped
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Country

4. Integrated Solution 5. CVC with Logistics
Management Route Planning Aggregators Providers Investment
: & 2 =
(GEm e s o B leuluuo POMIELE  [Yeom roveri
OJee N Zy em xFRElGH‘rKART LAZADA » Singtel
Sngapore__ versafleet’ PASERIDS i L ifinov8
/'\ andalin - PORTER "
N s L L],
Indonesia | Crestopces g kargo =shigper PaketID e &
KATSANA .
G Q) easyZze o ezbuy
Boon4

)
%' Jeliver \‘ §N-i9UABFD l AddVentures

| b SCG
GIZTIX

dcormmerce
Powerng eCommarce

.com.vn

'/ €CQ

= >
@l |5
= 3.
o QD

Make sense of the world's information

Vietnam TRUCK
Fs
Ph . AI BLACKARROW
ilippines

sssssss




Logistics Ecosystem

Last Mile



Last Mile: SEA Market Overview
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primarily in the last mile.
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Last Mile: Delivery Startups in SEA

The market in SEA has becomes more fragmented, exploiting new technologies like platform and on den
service solutions
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Last Mile: Trends & Opportunities

Consumers are becoming increasingly sophisticated and are aware of what is possible, leading to the hic
demand of samalay or instant delivery in high density cities

80% 49% 36%

of shoppers surveyed of shoppers say that of the global same day

want same-day shipping, same-day delivery makes delivery market revenue

while 61% want their them more likely to shop In 2017 is from Asia
online Pacific

packages even faster 0
within 1-3 hours of
placing an order

For new entrants, sameéay and instant delivery are

opportunities for them to move in and compete.

Sourceinvespcro Reuters



Last Mile: Trends & Opportunities

Laborcosts will likely remain low enough in some SEA countries to prevent major automation technology
change impacting the last mile over the next five to ten years

Nominal Wages in SEA vs The Finland (in USD)
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Last Mile: Trends & Opportunities

Besides Singapore, the logistic tracking system across the region is still average, leaving room for impro\

Ability to Track & Trace Consignments
(1=low to 5=high)
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Logistics Ecosystem
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Cross-border: Growth in overseas ecommerce
Shifting consumer preferences and attractiveness of overseas products fuel growth in proportion of cross
border ecommerce transactions

Growing debit/credit card adoption enabl High de minimis allows consumers to bu

With increasing affluence, consumers loo
purchases from overseas retail sites from overseas taxree

to overseas for more variety

Higher Projected GDP Growth Rates Debit Card Penetration Rate by Country

Indicate Growing Consumer Wealth 2011 & 2017 C:
100
: =

° VND 2mn PHP 10,000 THB 1500

Projection)
USD 86 USD 194 USD 48

N

80
70 SGD 400 MYR 500 USD 75
3 . 4% 6 . 1% €0 USD 295 USD 121
50
40 2011
World Average Emerging Asia ‘38 m 2017 m E
(2020 Projection) (20192023 10 I I
@Q°& o&é’\% ,;,@Qb ~

o R
N . .
SRR AP SN

Source: OECD, World Bank



Cross-border: Growth in overseas ecommerce
High proportion of crosborder ecommerce transactions in Singapore and Malaysia already, potential for
growth elsewhere in the region
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] consumer acceptance
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Thailand and the
Philippines over the
next 5 years, albeit
slowed by lack of
developed payment

options
Source: Mordor Intelligence : N

In Indonesia, Vietnam,
volumes are low elsewhere.




Cross-border: Challenges of cross -border logistics
Crossborder logistics presents its own set of challenges with different ways of tackling them, but relatively
few players exist in the space

Warehousing Fulfilment Customs Clearance

A Having warehouses in the origin country A Local fulfilment options are often lacking A Paperwork at customs is time consuming

allows provider to consolidate single and even when available are fragmented, and often result in goods being kept at
package deliveries before shipping to making it difficult for an overseas vendor ports for days. This will delay the delivery
destination, but fulfilment from these take to find a solution easily. of goods and worsen customer experience.
longer. A Existing players currently solve this A However ech country has its own

A Having warehouses in the destination problem by either by building aggregating regulations regarding documentation,
require sellers to hold inventory there, but platforms or offering an entlb-end service labelling, taxation and clearance processes.
fulfilment is faster. themselves. A Overcoming these challenges require local

é knowledge.
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