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OVERVIEW DIGITAL BUSINESS MODELS
IN FREIGHT



Where is the disruption?

Hype?

Omni-presence

Many in media
new market

entrants

High
M&A-intensity

A lot (1) of
venture capital

* Source: Arthur D. Little

Many
market exits?

Missing profitability
and business volume?

Offerings not yet
‘mature” enough?

(Comparatively) low
market shares?

Reality?
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l. Overview digital business models in freight

224 33 AFe| Digital business model 2 0]0] “Hype” THA|of] 2t YO .-

DIGITAL IS
ALREADY

DIGITAL IS

ATTENTION
GROWING
HEAVILY

ON DIGITAL

HERE REMAINS HIG

High venture capital financing

High penetration of digital Industry grows at 4-5% p.a.
business models in individual " Examples [ER7EC Y Euro
segments since years, (i.e. TMS) ﬂ flexport
Traditional players have Digital business models show Record-breaking M&A activity
built own digital businesses (high) double-digit growth p.a.

Examples

UBER FREIGHT

Examples [g™# I Examples Growth in digital
i salcoc /ol g
R KN FreightNet e forwarding until 2025

& SEYEROAD pormrorrerd

* Source: Arthur D. Little
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MAJOR EVENTS IN THE GLOBAL DIGITAL FREIGHT MARKET SINCE 2018

Market Entries/Exits Mergers & Acquisitions Funding Rounds Service Offering
(Chronological order) (Chronological order) (Chronological order) Expansions

flexport 900 million Euro | FREIGHT @B | New branding

Entry (2018)
©ferto

ennder 70 million Euro

Freight management
@forto © _ ..

connect/.0 > | Eniry(2018)
L solutions

CONVOY 360 million Euro

mVDHLI Entry (2019) = @truckstop Booking features
7 BLACKBUCIK 140 million Euro
() cruxsystems

Exit (2019) ©forto 45 million Euro salooilal Geographic expansion

[J TRUCKPAD

f@ ==} 1.5 billion Euro
& ennde. —=EVEROA .
Jsennder _r) Uber re'qht

e
TRADELENS =2 Entry (2019)

D]A|T]

450 million Euro
Order management
Uber Freight flexport. @ =
ﬂlU]ECt@ 85 million Euro solutions

_ ‘ Entry (2020)

. —
==
OCEAMMSGH 1S ,, S_E'JHJCJr 130 million Euro I _ijdﬁ[ .f:f_'.’_fn-'vﬂf'f' as a service

Exit (2020)
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Customer / partner ecosystem

‘ @ Informing Value Chain
iy Marketplace Frontend
(@)]

C  [i=] Selecting Operators r \
£ Bookin o lai

2 © ’ Logistics .(D'g'tal).

G i Service Providers

O _ Software Providers

> [.B Executing

= . )

& optimizing " foc Chalmn
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Value chain %/Convergence, ?|=, J2|11 XiH| 43 ;1=2| 391X ERIEY]
0|2{%t Digital business model 2| ZIs} 4! w2 M%S Frdln YOH---

Analysis of 100+ digital business models in market

= =
Qv = =

: , ' ' - Building up own production
Increasing value chain Technological maturity g up P
: proceeds . capability and performance
expansion & convergence ;
(but guarantees no success!) : guarantee
Example Example Example
Managed marketplaces with .Next-Gen" platforms are digitally Digital forwarders with own assets,
comprehensive functionality and mature but cannot compete with volume contracts or own
‘own’ service offering incumbents marketplace for procurement

SCHENKER

drive 4 schenker LOADFOX flexport.
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Rise of digital business models I

(1) Informing

i=| Selecting

@ Booking

Value chain play

@ Optimizing

* Source: Arthur D. Little
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LB Executing

Ecosystem play

o
l. Overview digital business models in freight

Closed Shop 2]

Marketplaces offer
end-to-end value
chain coverage

e.g. = TIMOCOM

End-to-End

Market
place
Operators

—Center of Gravity

Marketplaces regulate offerings and

integrate own services (e.g. drive 4 schenker

Software providers offer market &

ecosystem transparency

Logistics
Software
Providers

Software providers open
ecosystems and develop
marketplace competencies

€.g. ¢ T )TRANS.EU

Software providers integrate

optimization capabilities (GEeN - IEtas

Service providers develop
marketplace capabilities

2.8, @ sennder

(Digital)
Service
Providers

Service providers
integrate carrier
offerings

e.g. ©forto

e.g. flexport

Service providers move towards
fully blown digital forwarders

@ Business model positioning @ Vertical expansion I Horizontal expansion
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Rise of digital business models I

Our view on digital business model shifts--- ~

* move towards influencing decision

Market making
place increase in integrating own services and/
Operators or integrating along the value chain
)
- * have not changed their market approach
(g;?'t_ig and value delivery significantly
\"|
Providers | trend towards marketplaces or becoming
E2E1 operators
—
)
- * continue to act as coordinators via
Logistics neutral platforms
Software some integrate more services along the
Providers value chain or consider open ecosystems
—

* Source: Arthur D. Little
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Fgts 7|z HE BR
NF NS MY 4+ Y

---and strategic options for LSPs

Market place Of =3 'Ho{'S5IAHLt X4t 28-S =0|10 215 3242
shsp| 9let 22 JEPﬁil EAHE 1=(884 )

A 2YR2M It =S FEOPY| 2[o 2t XN SHES 15E
= US. B, TG0l HtE HREo 2 =8 2 ofHE (48 Sd)
CIXIE B *H'd 2 U 12 interaction S ¢ MUY AIHREL)
CIX|% s*zl— LSP ARZXIS Ol WAT0! @ A0f = 249

FI1EQl 2F B9 EIIIEa*ﬁl (OIS S0 Z2M|A Xt} = 2|1E
AEAE 01|71|“ TS oMK &2 ?loh TY 2ts¢et 27 step 0|2t 2 %‘%

TMS 2HE2 of= #2[2] AF52t (2|1 2 MH|A HF2HE Sl
J|E LSP AIEXISOHI= ?l&ol 2 AY

LSPL 4|2 S8 EE 22| BHE 152 Sof 'k LH0 MBI
'CIX|E LSP'E F3s0

-r
ok
L8

218007I= 21" 2212 A0
OI%

Legacy LSPs have different
strategic options to play and
succeed in the digital
business model marketspace

-ADL Expert -
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3 A3} 2025ENX| Digital Afg 22 Service Provider & 412 £ OftA 5 Xt2|
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Three digital business model families and their expected growth
(Revenues 2019 - 2025, figures in bn. EUR)

Marketplace (Digital) Logistics
ADL Study from 2021 Operators Service Providers Software Providers
* Review of 100+ digital CAGR: 47%
pusinesses CAGR: 28% & 173.9 CAGR: 10%
Configuration & market success » — : - -
11.9 17.1 26.4
2.8 s el —
2019 2025 (FC) 2019 2025 (FC) 2019 2025 (FC)
© All digital business model families are growing significantly faster than the logistics industry average,

(digital) service providers even grow 10x faster

@ In 2019, less than 1% of total global logistics revenues were generated through (digital) service providers,
by 2025 the share will jump to more than 5%

* Source: Arthur D. Little
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Marketplace (Digital) Logistics
Operators Service Providers Software Providers
) Logistics service
= providers 9— e— 0 —e
Standalone Integrated Digitalization of Digital
_ marketplace marketplace core business 4PL
Qg] Carriers
> . : In-house freight service In-house digital forwarding & :
i Shippers procurement platform or channel 6 @ collaboration platform

g:c-):% suppliers Ecosystem-based 0 :

marketplace

* Source: Arthur D. Little
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DEEP DIVE: HOW IS DIGITAL FORWARDING
MARKET EVOLVING?



o
ll. Deep Dive: How is digital forwarding business market evolving?

Digital business models@freight forwarding - 2lf 235t F£X|217}?

= e ===

; ()

-N—J) '_ Y
& 4 _
Ease of use Data value Price

advantage!?

ZAXoz o124 gl kIHIJk SHY Jls: SEIGXIOA 82 212 U= O|2XHC=: G2 XA HE LR}
Jjzo G|O|E] EH2o| ErA =2 U2 T2 M|AQ| C|X|Hatof 2
21" CH2| |2t} CHHE|E (S =20t H89 xH*0| =) SOx|= 2o}
SAZO=0| &2 EHS Y CIoJE 282 0f|F 582 e AP AOMESHHES| AX|L} 71-40| ER Gl
KEH| A AR 2t30to| S8t TSAGAEL =2 &2 of9f L[5 HRE out-of-the-box" SlE2&E =F

High potential to disrupt traditional freight forwarding, particularly in SME client segment

* Source: Arthur D. Little
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ll. Deep Dive: How is digital forwarding business market evolving?

Digital # Digital: C|X|E ZQ|d LHO|M = 3| 91X AEL 2 &
- “digital first” players 2} “digital second” players

CIXIE AIERE XEE =9 ZgjojojE EYH
(Digital) A _
[Serwce Providers /\ Digital ¥  Hybrid
Basis: e Dlgltal Storefront “Digital-first” Forwarder Forwarder

players True digital/ platform-based
businesses - C|X|E 7|22 &8317|
Qo F2 I|XEE MZ2 15

S 2
HAls F

ADL study

-Digital Forwarder
Hybrid Forwarder

€) Digital Storefront
/ “Digital-second”
J|E EF AT FOHRES CIXE

layer
AR QO HE0|T At Dt
A==

YW/

oy

DB xS BB o2 Huix
\ VEGGIEICIN om0 3hE 29stn s - =2
Marketplace Logistics Operators E chj/ H2s Nk
: MH|A0] € S X|X
Operators Software Providers THI20f et S XX 58

* Source: Arthur D. Little
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ll. Deep Dive: How is digital forwarding business market evolving?

Freight forwardingA|&e| 1ZHE2 0§217}X| Pain points 0] &o4sl Q11
o|of| cHsl Digital Forwarders = CtYst s 2 HA|StD US

Simplified
Key pain points Traditional Forwarders N Digital Forwarders Key affected modes
s 2X5t E8F &k A XA i) AED e
soane IR e WS W R
complicated oo ~&9.9P P pricing A2 booklng guaranteed prlcmg + capauty s
3 booking
Reduced SME clients= H[$HQ! 3t 22 QI8 53 FFs and SMEs $4I02 MI|El AR HALE, 55 Holxol &2Mo2 [;b %5
SME focus carriers0i| 2[sif 2M&2|ojlM L2 (e.g., LCL) 3| & HM|A 2 0249l service, consolidation 2ot &2
Capacity =& HE2 R0FL 2 25 E5-F¢t Capacity A=zt =2 Ho|E2| EXR1} Y n2|ZC 2 Ql6H H2lo| FshX| 1 =2 [;% %5 >
unreliability $|¢'= o= 3H2/ofAtete] Noise 24 AE|=2 QI8 Ol carriers Al2| 24| & REUE + AUS =
. Tracking ¥ tracing 2 ISt %1, O[HIE J|dto| ENES FHCE AXT =2 O|0|E SH=E Z|XtE +
letl)tle::j TZMA, A2t Visibility 0{242 12|10 EFEX0l pO gl A2 HZHAIE': 191> launching of PO with supplier 3! Cb %5 W
e HZE2|ZE 22|90 02 (often loT-based) end-end £H/4S StHTt
. H2 289 YREXISE Q6 YYo|ele| U2 FF0| (O|2Ho ) 80| 22 T2NARl E0|E +EYH2 >
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2L}, MEXo

o
ll. Deep Dive: How is digital forwarding business market evolving?
°_|I:I |-E 0:|I "'| oHAl |-O-I St=0101 Ol JH = |- EA |-
ERBAIEE 5 My AT 2358948 X _Q-EI Mo
O=IO=I|-|71E.=|| ole
Simplified
Freight Forwarding Key Components
Capacity Customer Freight Core Freight Visibility & Customer
Procurement Acquisition Services VAS adjacent VAS Solutions
Malmeiplannifd andi: Contactingiaid 5 End-to-end ©  Customsclearance, : PO mana 5 i i
: : ; : ; ; , gement, . Dedicated operations
contgg(r::ilgrgswnh onboglli’grl]r;g new ' transportation - interim storage etc. trade financing etc. : and industry solutions
Traditional :
Forwarder TFFsE 2 E &85l £2 7t 22 Y& IHetel g at 22 2P HE-Ho TFFS0| 0475|112/ 2 £248 G0
Y =+ USZ, &H DFFs= ADIE O|X|5t0q ¢t OFX|7HX| DFFE2 standard
%52 SoHM LB EE &Y = US JFFS0| 3 20| Eli= AP Y freightofl & RES
Digital : :
Forwarder While TFFS0] 2242

=205 EEH““” H=9|

=
220l FO{LEX|2E, DFFS:

DFFEOI 2D 218~ TR R
2 SMESES
PEERYS f

=t 25 QY
onBoardlngAIBI'-IHI

DFFS0| TFFE EC

12 Qlel| X{gHst FOB
* Source: Arthur D. Little
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Oj{E o olgurg
* Average degree of competency from “low” to “high
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e, e . - 3 [/ 3
¢k Digital Forwarders=0| | 3ot= 2HX|H|2F2 “Import” Z412f “Export” 54
ok = cofF H =H Skl
o3io| EJ}X| 2 Mak upsto 2 HBlEl o2 o1|u
& Import-based business model’ &0 -based business model
o SHA A|RHE 9| S UHXME 0| CHEIK Superior visibility VaIu_e_ - =EUXIS0|AH| Easy access 2 competitive instant
through platformg X|2&t Proposition bookings (less differentiation vs. TFF2 possible) &
* FCL, LCL 32|11 consolidation AH|A X|Z Typical « LCL 2 consolidation MH|A X|Z
« Tracking, trade financing 12|11 insurance X3 Services - Guaranteed capacity 2 service level &H&
5 s : « g1 FHE0|HA LIZ[eDbot MH|AQ| CHE CHRHO| X[tE Q!
e O 1 0i0i = O] 090 AOISEA Ol 2
E'O—l |:T|I§I (Lﬂﬁ*iE?EBE;;;MiSndf O__rlsor}'ppoigo)" Targetin TEUXS (YO 2 CIF ZHEE) SMEs (higher competition
= eosiE=a= =TT ooe= e 9 9 vs. traditional FFs, digital storefronts and marketplaces) Of|A|
XMzt (e.g., consumer products) el

* Source: Arthur D. Little
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Contact.:

Lee, Saeyong Arthur D, Little Korea

Partner 21st Floor, AIA Tower

lee.saeyong@adlittle.com 16 Tongil-ro, 2-gil, Jung-gu, Seoul, Korea 04511
+82 10 2765 6725 Tel. +82 2 720 2040 Fax +82.2.720 2100

Arthur D. Little has been at the forefront of innovation since 1886. We are an acknowledged thought
leader in linking strategy, innovation and transformation in technology-intensive and converging
industries. We navigate our clients through changing business ecosystems to uncover new growth
opportunities. We enable our clients to build innovation capabilities and transform their organizations.

Our consultants have strong practical industry experience combined with excellent knowledge of key
trends and dynamics.

ADL is present in the most important business centers around the world.
We are proud to serve most of the Fortune 1000 companies, in addition to other leading firms and
public sector organizations.

For further information, please visit www.adlittle.com or www.adl.com.
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