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Transcript: Xeneta Webinar, Oct 19, 2018

October 2018 Ocean Freight Rates at a Glance
Click Here to watch the recording.

Swati Kakde: Welcome to our webinar, "Ocean Freight Rates at a
Glance." The main goal of this webinar is to give you an overview of the

past quarter's ocean freight rates through our platform.

Michael Braun: Within the next 20 minutes | would guide you through a
high-level overview of our services. Then we will go into our platform to

get live results on ocean freight rates.

We think there has been little transparency in this volatile ocean freight
market. We provide accurate ocean freight benchmarks and market
intelligence for all industries, to improve procurement processes and

performance.

After 6 years since we started, we have now 80 employees, most of
them working out of Oslo in Norway. We also have offices in Hamburg
and New York to be closer to our customers. We have now reached a
database of 75 million contracted rates, out of which 2.5 million come

in every new month.

This enables us to provide market intelligence on 160,000 different port
pairs 24/7. It's not a quarterly or yearly update, it's 24/7. You get daily

rate indices from us on all these 160,000 port pairs.


https://www.xeneta.com/hubfs/Oct%202018%20Ocean%20Freight%20Rates%20at%20a%20Glance/Webinar_Session%20October%202018%20Ocean%20Freight%20Rates%20at%20a%20Glance.mp4

p.2

OUR SOLUTION

The world's

|argeSt database 75+ Million Rates

of contracted

ocean freight SRS 9(9
rates 77

Transparent Data Independent & Neutral
Updated Daily in Real Time Data Source

Founded: 2012

Headquarter: Oslo, Norway
. 244)
Offices: Hamburg & New York

Employees: >80

We are independent and neutral. We are not working with any specific
carrier or freight forwarder. We get data from both, freight forwarders
and shippers, all buying rates and we deliver our services to all

members of the industry.

A lot of the freight press is using us specifically to refer to the latest
ocean freight development. We are happy to serve the largest
companies in the world. Our customers include 2 of the top 10 Fortune
500, 7 out of the global top 10 freight forwarders and around 200

shippers. The overall customer size is between 700 and 800 now.
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DELIVERING VALUE XEN ETA
Trusted By Some of the
World's Leading Companies
2 out of Top 10 Fortune @ntinental® [ Electrolux  F 1316176}
500 Companies

-~ 1
7 out of Top 10 Freight g%/\‘ Ne_stlé %
Forwarders Uniover
+ $10BN Worth of Container

Freight Purchasing Power

In addition to the services we provide, we have an annual customer

summit. Here are our latest pictures from the summit, last week, where

we welcomed over 100 customers from all over the world and

discussed the latest in our ocean freight industry.

Let's look at what are some of the key customer deliverable and how

they use us? They're two different kind of customers. The first, are the

shippers. They use Xeneta to:

e Monitor the market and see what the latest market development

has been.
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e Assess their own buying performance and see how good their
own performance has been. Then derive use cases out of that to

apply them to their next upcoming tender.

e They can also link it with our indices - Xeneta Shipping Index
(XSI) so that they don't even need to tender any more, but just link

it to our index.

e Reporting for internal stakeholders or measuring the procurement

Success.
REATING VALUE - RO XENETA
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For the freight forwarders, it's similar. They use it to

e Track the daily market. We have the spot market and the

long-term market
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e Sales development, as we provide additional insights and more
transparency. Or, if they are linked with Xeneta Shipping Index,
they can provide their services to rate levels, which are linked to

our shipping indices.

e Save resources for their operational tendering, or just as a

reference for their customer management.

I XENETA
REATING LUE-RO
D
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Decisions Xeneta Shipping  Xeneta Shipping
Risk Index XSI™ Index XSI'™

assessment,
low freight rates

In some cases, with the Xeneta Shipping Index we link the two sides.
We provide adjusted rate levels on a monthly, quarterly base using our
market data and then provide index rates. They link their business with
each other's to save energy and resources from the constant rate

updates and tendering.



p.6

On the other side, the service providers can secure long-term contracts
and relations with the customers, but always with the guarantee of a

fair market price.

XENETA

Hamburg (DEHAM) ® Shanghai (CNSGH) ® 2R A

BENCHMARKS TRENDS SUPPLIER SPREAD INDEX

8 2017-01-01 & 2017-12:31 40° STANDARD DRY ~ SHORT TERM ~ THC INCLUDED - NONE

Xeneta Market Rates

B Xeneta index Rates

e p—

$754 $769 $1mo $1945 $1716 $1605 $1348 $1211 $1080 $921 $917 $806

That's a quick introduction to our company and what we do. The
purpose of this session is to give you a glance into the latest market

development.

We're going to go into the four major trade lanes:
e Europe to Far East, then backwards
e Transatlantic

e Trans-Pacific
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XENETA

TODAY'SINSIGHTS

* North Europe - Far East
+ Far East — North Europe
+ Far East — North America

* North Europe - North America

You can drill down the results for 160,000 port pairs in our app. We are
looking at four of the main trades on a high level to give you insights on

what kind of information you can pull out.

This is now the overall trade from Europe to Far East Asia where we
look at the latest market development. If you were a shipper or a freight
forwarder and providing us your rate levels, then you would be able to
access the same level on the benchmark side, which would mean that
we mirror your own rate levels, being laid over on a long or short-term

contract, compared against this kind of a latest market development.

The latest market development, what you see here, are in two different
levels. It's the short-term market and the long-term market. The

short-term market is the spot market with contracts less than a month.
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The long-term market is the blue rate, from three months to up to a
year. We always measure the latest tendered contracted rates, which
just came in, within the last couple of weeks, out of the tender period so
that you always get an absolute up-to-date picture of the long-term

contracted market as well.

We are transparent when it comes to our data. What you can see on
the right side, the number of contracts, so you can always rely on how

many different contracts and users have supplied the data.

This is live data. We are now up to the mid of October. You see that the
average is $762 for a Gate In/CY rate, which you can refer over here.
That one can be also changed to, for example, Gate In/Gate Out for

overall development, and then it loads the updated version of the data.

As we are on a very high-level geographical hierarchy, there are a lot of
contracts to be loaded. On this next screen, we see the development
the other way around, where you can see the volatility on the

market. The short-term market with the general rate increases coming
in, going up and down. Sometimes, we have a downward trend where
then the long-term market is following in some time. You can see here,
overall from the Far East to Europe throughout the last couple of
months there has been a clear upward trend in line with the increasing
bunker costs. A couple of successful rate increases. You can see, that

the long-term market followed suit throughout the summer period.
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While at the same time, throughout the last couple of weeks we see a
downward trend on this very important trade. It looks like, there are not

many general rate increases coming anymore.

It's a similar and parallel development to what we have seen last year at
the same point of time. That was then stopped by general rate
increases at the beginning of November to hold the

downward trend, and even get a small peak season, at least for the
short-term market over Chinese New Year. It will be interesting to see
and monitor if something similar is going to happen with the next

upcoming months, or if we see a more severe downward trend coming

up.

Although, we know that this trade is an important one for the
profitability of the carriers. If that one is going on a downward trend
again, like in previous years, this will have a significant impact on the
profitability, which has, overall, on the global level, been not that

successful and good for the carrier side in the first half of the year.

It will be interesting to see if the kind of successes achieved in the first
half of the year are caught up again, or if the carriers are able to
stabilize the business at least up to the next year when there might be
some rate increase already coming for the IMO 2020 regulations

coming into place.
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Now, going back to that one, as | said but from Europe to the Far East.
As you can see here, it was a huge impact last year with the short-term
increases and the artificial capacity reductions at the summer time last

year, followed by an up-growth in the long-term market.

Since then, this market had been stable and not that much has been
going on. Also, not on the highest profitability level, still a little bit higher
than the earlier days, as you can see over here. There's been an
increase of around 10%, or 5-10 % compared to the rate levels the year

before.

Overall, it's a very calm market for the time being. There hasn't been
any volatility at all compared to the other markets in the world, or
especially like the one we have just seen from the Far East to Europe,
where there has been a constant up and down and general rate

increases over a couple of lanes.

That one, at least for the time being, needs to be followed much closer

than the Europe to Far East trade we have seen before.

Other rates within the last couple of months have been more volatile.
The ocean freight industry is dependent on global economy, which is
very much driven by tariffs, is what we learned, again, throughout the

last year.

With the new tariff strategy coming up from the US government, then

on top of that any kind of counter proposals and reactions from all the
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governments. You could clearly see that since this kind of initiative has
started, in the second quarter of this year, the freight volumes have
significantly increased as everybody tries to import its goods before the

tariffs get into place.

We have seen for a long time now, shortened capacities and increased
volumes towards the US market. That also resulted in a significant

increase of the rate levels.

While it was a very calm year at the beginning of the year, and the TPM
didn't show any signal at all for a change, even announced a downward
trend then. Since the tariffs have been imposed the picture has been

unexpected from one day to the other.

When it was announced it was clear these things have resulted in
higher trade rates, freight rates, significantly higher general rate
increases, and also successful implementation, which have now led to

a doubling of the rate levels, more or less, compared to the rate before.

We see a 65% or sometimes we've got a 75% increase in rate levels. If
we get closer to what we have seen at the beginning of the year, we are
even up to a 90% on the short-term markets, so literally a doubling of

the prices.

The long-term market is now following suit. At least for the time
being we don't see any kind of a contrary action yet. There are a lot of

pre-pull effects with that kind of thing. The increased rate volumes at
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one point in time need to diminish again, because it's only a pre-pull

effect.

Here it will be interesting to see how long this kind of an effect lasts,
and when we do see a counter-reaction. It is recommended to follow all
trades to the US have throughout the next couple of weeks and

months.

Same applies to the trades on the Transatlantic. It's the same. There
has been a significant increase, as you can see, plus 30% on average
from the last couple of months until today. There is not a real signal

that this is going to change, at least for the time being. There are still

successful general rate increases out there.

Question will be, how long is this going to last? How long do these
pre-pull effects last on the volumes? Because, at the time being, when
the volumes diminish again, and we expect it towards the end of the
year, at the latest towards the end of the Christmas season, then it will

be interesting to see how the volume and the freight rates are reacting.

For the time being, there hasn't been a downward trend on the markets
to the US yet. We didn't have that one now in here, but it's the same.
Same applies with the market out of the US, as there has been a lot of
counteractions on the tariff side. The same pre-pull effects happen to
the imports from the US. Here about the same. The rate levels

increased significantly.
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All the markets which are related to the US market, both from Europe
and from Asia, clearly have to be followed closely within the next couple
of weeks, because at one point the volumes will significantly drop, and
then we will most probably see the corresponding effects on the rate

levels again.

It makes sense to have a platform like Xeneta to follow this kind of
latest market development down to a single day and on a global level.
This is important because it's not only reflected on these things, but it's
also a very good way to track, then, the implications of the IMO 2020

regulations.

As you might have heard already, there will be stricter fuel regulations
coming into place in 2020. As the carriers must prepare beforehand,
and also implement these before the starting date, there will be cost

implications in 2019.

A lot of carriers have now announced rate increases following these
kind of bunker adjustment processes. It will be interesting to follow
what is going to happen from January 1st with the upcoming tender

out of this winter season now just ready to start.

Some of the shippers have received or are just about to receive the first
level bids from the first rounds. It will be interesting to see, what is the
new trend coming up with IMO, because the rate levels they announced

are on the higher side. It will be interesting to see how much of these
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rate levels they are able to keep throughout the whole
tender season, because this will have a specific impact on how the rate

levels are going to behave.

As we said earlier in the session we see a calm situation from Europe
to Asia, a downward trend from Asia to Europe, and pre-pull effects

towards the US regions.

All these are not signals for a stronger market, especially as we get new
capacities being pulled into the game. The market doesn't look for an
increase, so apart from the IMO regulations, and that's probably the
reason why these rate improvements have already been imposed for
the beginning of the year. That's the only thing which has vowed to
keep the right levels up.

It will be interesting to follow the market, if this is going to be
successful, or if we first see a downward trend on all the levels when
your pre-pull effects are taking out or running out. Those are some of
the important things to be followed within the next couple of weeks and

months. Our customers can visualize daily.

Before we go into Q&A session, one last comment on my side. The
same thing, what you have seen on the ocean freight, we also support

on the air freight side. We have a similar tool available for air freight.

We have air-freight customers that have their data in the system and

getting the intelligence in the very same way. If you are interested in
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learning more about air freight, please feel free to contact us. We will be

happy to give you a customized overview of our solutions.

AIR FREIGHT | INTRODUCING NOW XENETA

Air Freight

Fraokst ©- oms @~ [ osets= | [ sworem | [ vmarminecs

Frankfurt - Dubai

X E N E TA $1,47 1+ $012 2nm 100+ ALLIN

Total Airport Pairs
435 @

SEE PRICE OVERVIEW



https://www.xeneta.com/contact
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Webinar Q&A Session
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QUESTIONS& ANSWERS

XENETA

Q1) How long is the long-term contract?
A1) At Xeneta, we define long-term as longer than three months, but
most of the customers have yearly recurring contracts, most of them

with a three-month bunker adjustment clause.

Q2) What tender format do you require from your customers?
A2) A final allocation sheet from the tender in their own form. An Excel
document where they then at the end define the final allocation

towards the carriers or freight forwarders.
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Q3) How do you collect the data from freight forwarders and
shippers?

A4) Excel is still the tool to be used mostly within the ocean freight
industry. From shipper in most of the cases we get Excel sheets, which

we then thoroughly check through our rate management team in Oslo.

Same applies with all of the information which has been provided by
the freight forwarders. From some we get hundreds of sheets with all
of their applied rate agreements. In some other cases we also have API

connections in order to ease a little bit the transfer of data.

Q5) Do you track, also rates for shippers' own 20-inch ISO tank
containers?

A5) Yes, we do. We do also have reefer containers, 20- and 40-foot, as
well as tank containers within the analyzers in the tool. Not with the

fully-blown same coverage than with standard dry containers

Q6) Can Xeneta further assist in procurement?

A6) We do have our index-based offering - XSI. We do provide rate
indices for the procurement, so bringing in rate levels for the future
contracts. In that way we support contracts physically, but we are not

providing any kind of tender tool or anything.
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Our information is being used for analyzing tenders, or is being put into
tender tools, or uploaded into tender tools, but not that we provide the

tender service, or booking service by ourselves.

Q7) What are the BAF increases received so far for closed tenders, as
you mentioned the carriers are incorporating IMO 2020 into rates?
A7)] The BAF increases, which have been received so far, they are
included in our total rates. They will be also included in the future, which
at one point in time we are going to see an increase in rate levels due to
BAF.

For the time being, mid of 2018, there should not be any kind of rate
increase due to the BAF IMO 2020 regulations, so definitely not.

Q8) Can you predict rates?

A8) No, we don't. The only thing what we see, we do have an estimation
of the market, or a kind of a guess, which we also share in sessions like
today, but at the same point we cannot foresee the future. There are so
many factors we can't influence -- political ones, also natural

ones -- that we can never be sure what's going to happen next.

Unfortunately, there is no crystal ball available, but we can do

deductions or expectations, at least for the long-term market, because
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that one is usually driven by the short-term market development

beforehand.

Apart from that, when the next year rise is coming, how the markets are
behaving, here we are completely dependent and reliant on our data,
what we receive with already contracted rates. That will always be like

this, so we will never give any kind of predictions or forecasts.

We will always only rely on information which we have gathered

through our own database.



