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In times of change ...

Learners inherit the earth;

While the Learned find themselves beautifully equipped to

deal with a world that no longer exists.

- Eric Hoffer




The VUCA world describes the conditions of increasing variability and demand uncertainty, and the

complexity and ambiguity of supply chain networks...

The challenge is unexpected or
unstable and may be of unknown
duration, but it is not necessarily

hard to understand; knowledge

Casual relationships are about it is often available
completely unclear. No
precedents exists; you face

‘unknown unknowns’

Despite a lack of other

information, the events basic

/ cause and effect are known.

Change is possible, but not a

given
The situation has many

interconnected parts and
variables. Some information is

available and can be predicted, : : :
Yet, many global supply chains are neither equipped
nor tuned to cope with the challenges of the new

VUCA world we are facing

but the volume or nature of it can

be overwhelming to process



The contribution of international trade to the country’s GDP has significantly increased over the past

decade from 23% to 40%; Imports having outpaced the growth of Exports

A snapshot of the Indian economy over the last decade
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India has emerged as a leading player amongst developing countries and is expected to have the fastest

growth in the coming years

» A shiftin Government’s policy in recent
years from protecting ‘producers’ to
19 —INDIA  —AUSTRALIA —THAILAND MALAYSIA —INDONESIA benefiting ‘consumers’ is seen in its push
17 for a more liberal global trade regime

= It has signed several regional and bilateral

1.5 trade agreements:

1.3 = India - Sri Lanka FTA

1.1 = Trade agreements with Bangladesh,

0.9 Bhutan, Nepal, Maldives, China and S.
Korea

0.7 = Comprehensive Economic Cooperation

0.5 Agreement with Singapore

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 = Framework agreements with ASEAN,

Thailand and Chile
* India now ranks 6" largest global exporter,

up from 25t position in 2000



The direction of trade is moving towards southern countries like LAC, Africa and particularly intra-Asia

India’s Export destinations India’s Import destinations Key trends
46% Asia A 50%
Direction of trade
TTTTTTTomoorsomsosooososoosoooooooooos ~ moving towards
I 25% Europe 19% Southern countries
| i ‘ — LAC, Africa and
! | i particularly Asia
L 19% North America 13% |
\f:::::::::::::::::::::::::::::::::::::::::Z/ ______________________________________________________ Asia is at the center
of world’s fastest
! 6% Africa ¢ 10% growing trade lanes;
R i R e e R L L L L e R L Asia — MENA, Asia -
| LAC and Asia -
2% | LAC AN 4% 2% | cis & Battics/N JJ] 7% Africa

| Need for developing
2% | CIS & Baltics | 1% 2% | LAC | 2% resilient supply

chains to cater to

this emerging trend
0% Others 39, 27% - Others ‘1% (FTZ, storage, etc)

2003-04 2013-14 2003-04 2013-14

Source: Ministry of Commerce & Industry, Gov. of India



Thrust on manufacturing will continue to increase containerized exports; finished petroleum products

being the other significant export commodity

India’s Export composition
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= Exports shows a marked shift to finished petroleum and engineering products
= Engineering, textiles, agri & allied products and other manufactured products will lead to an increase in containerized traffic

» These sectors are also likely to get a strong impetus from the current Government’s ‘Make in India’ initiative and the port led

development initiative

Source: Ministry of Commerce & Industry, Gov. of India



With the Indian economy poised for growth over the next decade, the logistics sector is likely to be an

interesting space as one of the key enablers
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India’s logistics industry is expected to grow at a CAGR of ~9.5% p.a. to reach ~$160 billion by FY18

Logistics Revenue and its Components
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Opportunities from key trends and Government initiatives

Port led economic development
(Sagarmala)

What is in the
offing...

[ Mega ships and mega ports
Some developments

which are imminent and
are likely to make a
definite impact on the
sector.

Focus on port — hinterland
connectivity



Theme 1 — Port led economic development

Trend Why will this How will this impact What are the business
happen? logistics? opportunities?
» Development of Multiple maritime
* Increased volumes of EXIM trade; economic, trade and urban centers/
Port based * Focus on ‘Make in India’ largely containerized traffic clusters
industrial » Focus on EXIM based industries  « Higher service levels through evolved . |nfrastructure development for FTWZs,
development pOI’t ecosystem and infrastructure SEZ’ industrial parkS, |Ogistics
parks, CFS, ICDs, PFTs, etc.
G » ~20% reduction in operational * Building World Class ports with all
o | o
SP(?;: :,:3 tobal I;n proved port Ut |.zat|on efficiencies of gateway ports encompassing modern, mechanized
» Reduced congestion « Significant TAT improvement facilities with deep drafts
standards * Improved mechanization and i1l i
o1 handii « Improved storage facilities minimizing ~ * Building dedicated vessels, channels
material handling losses and facilities for coastal/inland shipping
 Improvement in efficiency and * Collaborate to adopt technology
Zggg?i?:%g « Improved mechanization reduction in turn around time solutions like RFID, electrification of
logistics - Real-time tracking and trend * Green initiative equipment, improve TAT

assessment - Effective data management and * Solutions development for port
Sharing Communlty




Theme 2 — Mega ships and mega ports

Trend Why will this How will this impact What are the business
happen? logistics? opportunities?
« Hub and feeder port concept - Increased efficiencies due to scale * Development of 3-4 modern world
Modernization of .« Increasing vessel sizes - Better frequency of mainline vessels scale Mega ports _Of 200 Mtpa.capamty
existing ports especially for containers, LNG, « Reduction of feedering cost for * Develop T_rans-s_h_lpmen’_[ termmal_to
and bulk (coal) containers handle Asia-Pacific Regional traffic to

emerge as Regional Container Hub

 Dedicated backward linkages with

Devel t of » Smaller ports with deeper access existing and planned Transport / Infra
ri::z:ep;nne; ° to hinterland « Reduce congestion on road network projects
coastal ports » Distributed capex « Efficient multi-modal connectivity to * Structured urbanizatiqn of coast/rivers
- Water being a cheaper mode of reduce transportation cost and development of riverine/ coastal
transport communities

*» Shipbuilding and repair industry




Theme 3 — Focus on hinterland connectivity

Why will this How will this impact What are the business
Trend e e
happen? logistics? opportunities?
_ « Improved infrastructure thereby * Direct Port to plant transfers e.g.
* Need for effective and large increased efficiency conveyors and pipelines
Last mile scale evacuation

connectivity

» Congestion on road and rail
network

* Reduced logistics cost

» Logistics to act as an enabler for traffic
growth

* Provide dedicated roads/ lanes for
domestic cargo movement from port to
nearby clusters

« Dedicated freight corridors

Development of
large scale
storage and
processing
infrastructure

* Focused industrialization and
economic activities requiring land
parcels with good connectivity

» Large scale warehousing with high
technology adoption

* Minimise losses and increase efficiency
* Reduce congestion on road network

* Infrastructure development for FTWZs,
SEZ, industrial parks, logistics
parks, and warehousing clusters




We see certain themes that have a potential to transform the domestic logistics space

Operational efficiency
improvement

Infrastructure development

What is in the Py
offing...

Some developments
which are imminent
and are likely to make
a definite impact on
the sector.

Regulatory and demographic
O changes

Changing business needs



Theme 1 - Operational efficiency improvement

Why will this How will this impact What are the business
Trend e L
happen? logistics? opportunities?
» Focus on cost efficiency
Fleet » Development of freight corridors « Lower total transportation cost . Consolidate operations to capture

and logistics parks
* Vehicles meeting global

Consolidation * Higher service levels scale and efficiency advantages

standards
* Increasing use of advanced
Cargo » Improve service levels and » ~20% reduction in operating cost of technologies like FIBC, for bulk
standardization & minimizing losses modern warehouses transport, especially in B2B setups
warehoqse_  Unavailability of labor * TAT improvement « Increased outsourcing to 3PL and
mechanization « Risk from customized assets « Reduction in in-transit damages specialized w/h service providers
(hub & spoke)
» Manage customer expectations . 0 : - -  Collaborate to adopt technology
Techn_ology . Reduc ¢ of Mobil Use of ‘big data’ to optimize logistics solutions like RFID, GPS tracking to
adoption to educing cost or mobile movements q .
p” technology o reduce losses, improve TAT
logistics  Improvement in efficiency and

» Solutions development for logistics

» Real-time tracking and trend SR e
g reduction in transit time / losses industry

assessment




Theme 2 - Infrastructure development

Why will this

Trend happen?

How will this impact
logistics?

What are the business
opportunities?

» Congested road network (top 7

Development of highways carry 50% freight)

National Highways . poor infrastructure impeding
growth

« Efficiency improvement (reliability,
speed, larger truck sizes)
» Consolidation hubs and development

of hub-spoke models along major
highways

* Re-evaluate network to benefit from
lower cost & efficient options

* Development of warehousing
infrastructure along highways

» Shift towards logistics outsourcing
and emergence of 3PL/4PL players

* Under investment in rail
infrastructure

* Lesser capital investment
required than road capacity

» Congested road network

Development of
dedicated freight
corridors

 Shift towards rail in modal mix

« Efficiency improvement (load factor,
decongestion at ports/rail/road, faster
turnaround)

* Re-evaluate modal mix and network to
benefit from improve efficiency

» Shift towards logistics outsourcing
and emergence of 3PL/4PL players

* Increase in EXIM trade

* Increased demand for modern
warehouses

Development of
Warehousing
Zones

» High wastage in perishables

» Enhanced quality of warehousing and
service levels

 Adoption of technology leading to
better inventory tracking

» Faster Turnaround with EXIM focus

* Increased outsourcing to 3PL

* Increased opportunity for value addition
activities

* Increase in shared warehousing




Theme 3 — Regulatory and demographic changes

Trend Why will this How will this impact What are the business
happen? logistics? opportunities?
* 15-20% logistics cost reduction
. * Re-design outbound distribution
GSTroll-out and . Complex tax system leading to » Networks optimized networkg& identify strategic locations
implementation revenue leakage - Consolidation of warehousing locations _ L .
- e _ « Shift towards logistics outsourcing
* Inefficient distribution systems * Lower system inventory and emergence of 3PL/4PL players
* Improved service levels
_ * Manufacturing and services-led ., peyelopment of logistics parks « Focused industrial development
Increasing economy consolidation centres, ‘dedicated - Development of logistics hubs with
urbatr_uzatlcf)n and . Migration toward urban areas freight corridors (DFCs)’ etc. modern facilities and multi-modal
ereation o with >60 % urban population « Innovation for last mile connectivit connectivit
megacities concentrated in ~25-30 urban Y Y

clusters by 2030 » Wastage/loss reduction » Growth of 3PL / 4PL business



Theme 4 — Innovative logistics models to cater to evolving business models

Trend Why will this How will this impact What are the business
happen? logistics? opportunities?
Postponement of L . * Ability to manage demand-supply  Re-evaluate manufacturing strategy
manufacturing N.ee.d Tor erX|b|I|t¥ in operations imbalances and footprint,
operations * Minimize non-optimal product « Reduction in logistics cost « Focus on last mile connectivity
movements « Lower system inventory services for finished products

* Emergence of warehousing hubs &

* Urbanization and changing 3 party specialized w/h service

demographics * 8-10% reduction in logistics cost roviders
Penetration of * FDI in Multi Brand Retail * Direct procurement g
organized retail _ * Focus on last mile connectivity
* Innovation in retail (including e- + Central & modern warehousing services
commerce)

e Growth in cold chain qulnlnly chain

» Development of supply chains to

Focus on reverse L . . ,
maximize value from returns (recycling  « Emergence of companies operating

logistics ) gfot:?zac:gsmanagmg retums & of waste, re-sell) reverse logistics supply chains —
« Reduction in economic loss from minor ~ Managing returns, waste management
damages / obsolescence
_  Specialization in freight service ) Deve_lopment.ofthlrd pqrty l.OQIStIC
Industry * Focus on quality control and providers service providers specializing
verticalization minimizing losses in FMCG, . _ (capabilities and assets) in industry
foods, retail, dairy etc. ) Rf(;d_uctlc_m in costs and improves verticals (e.g. cold chain, project
efficiencies

logistics)



Thank You!!



About KPMG




We believe KPMG offers a unique proposition in the Transport & Logistics domain



KPMG has strong credentials and experience - 100+ assignments across logistics sub-segments in India

Road

Rail

Modes

Water

Air

y 3

Transportation

FTL movement

Refrigerated transportation
Project logistics (e.g. ODC)
Bulk logistics

Express cargo / LTL (surface)
Equipment leasing

Container Train Operations (CTO),
including tank movement

Bulk and break-bulk transport
Passenger train cargo (e.g. SLR)
Infrastructure and ancillaries (e.g.

DMIC, wagon production) .

Port infrastructure
Shipping — container, bulker, tanker
Port services (e.g. pilotage, towage,

stevedoring)
Coastal shipping

Air cargo operations

Related infrastructure like airports and

aircraft

y 3

Key: .- Deep Understanding

Range of services

Warehousing

Warehouses and cold rooms
Express cargo hubs (surface)
Road-linked logistics and food parks
(e.g. MMLPs)

Hinterland tank farms (liquid cargo)

Inland Container Depots (ICD)
Rail-linked MMLPs / FTWZs
Private rail freight terminals
Customs bonded warehouses
Yards and covered warehouses

Container Freight Stations (CFS)
Port-based yards and covered
warehouses

Port-side tank farms

Shipyards (build / repair)

Custom bonded warehouses .

Air Cargo Centers (ACCs)
Express cargo / parcel hubs

A 4

Value added services

Cold chain

3PL and 4PL

VA services - packaging, track and
trace, JIT, insurance

Relocation services

Courier services

Reverse logistics .

Freight consolidation (LCL / FCL)
Container stuffing / de-stuffing
Customs handling

Rail-led 3PL services

Customs clearance
LCL consolidation (NVOCC)
Container services (repairs, cleaning)

Freight forwarding (ocean)
Port operations

Air cargo and courier services
Freight forwarding (air)
Customs clearance

—

H - Significant Experience W

A 4

- Limited Experience

A

Hﬂ - No Experience



We have a 360 degree perspective of the Indian logistics sector and serve five distinct client communities

Large global

and Indian « Market entry/ expansion strategy
clelslElelil |« Performance enhancement

N

Mid sized

» Supply chain transformation 1
* Network cost optimizatian

End users

Sell side assistance
« Portfolio restructuring strategy

Indian
operators

Private
Government Equity
investors

» Regulatory policy related advice * Target diligence
* Incentive subsidy derivation » Performance enhancement




KPMG has helped variety of clients to develop their growth and entry strategy in logistics and transport
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Policy
Advocacy

(ofo] S
Supply Chain

BrainNet

Benchmarking
Database

Transportation and
Logistics
as focused industry

Our Experience Summary in Logistics and Transport

Multiple projects with Govt. of India to advise them on policy matters such as ports, chemical and
fertilizers, public sector, cybercrime, fiscal sustainability

KPMG has partnered with leading industry bodies such as CIl and FICCI to publish white papers
on the logistics industry (e.g. Skill Gaps in the Indian Logistics Sector, Competitiveness Through
Efficient Logistics, Adding Wheels, Logistics in India)

Goods and Services
Tax

Read. Steady. Go ?

m Eight to nine subject matter experts present globally
m Over 400 dedicated value chain consultants globally
u KPMG has track record of more than 3,000 successful supply chain projects

m Databases on road transports and cost benchmarks for Indian scenario
m Database on port related costs and efficiency parameters for port equipments

Worked on various areas such infrastructure advisory services, vendor selection and transition,
planning for sourcing of imported material, end to end coal strategy, development of transportation
cost benchmarking model

Adding Wheels
Investing in the
Indian Transport and
Logistics Industry

Logistics Game
Changers
Transforming India’s
Logistics Industry
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