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ounded: October, 2016

« Maritime & Logistics Consulting
o Strategic Advisory Services — 30+ Years Experience
o All Supply Chain Stakeholders

Ports — Terminals — Carriers - Investors
Cargo Owners — Forwarders - 3PLs - Associations

o Technology - Security - Environmental

o P&L Improvement — Commercial & Operational

o Optimization - Innovation - Best Practices
Headquarters: Orange County, CA

o Midway Between Port and Inland Empire DCs

Global Industry Expertise => Proven Results
Customized Confidential Solutions

Raw Inbound Manufacturing Outbound .
Materials Tramsportation Processing Logistics & Distribution Logistics Retail Consamer

Services Information Supply

Information Currency
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Industry Challenges

The logistics industry is currently facing some of
the most significant challenges gsince the start of
containerization. Ocean carriers are losing billions
of dollars largely due to overcapacity which has
resulted in high levels of financial distress, large
scale bankruptcies and unprecedented levels of
consolidation through mergers and acquisitions.

This has introduced a new trend of supply chain
uncertainty amongst stakeholders forcing them to
develop new strategies that will minimize risk,
optimize efficiency and assure reliability.

D. Arsenault
www.mylts21.com
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2017 BLg Bang Carrier Consolidation
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Further Consolidation Likely => 3:3

MEGA-ALLIANCE TRANSITION STRUCTURE
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; Global Alliance Sailing Frequency

/

New Alliances from April 2017

Estimated weekly capacity in TEU (Jun 2017)
0 20,000 40,000 60,000 80,000 100,000 120,000

| | | I | I |
14 weekly sailings (incl EX1 — CMA CGM/APL only) (9 PSW/5 PNW)

(3 PSW/2 PNW) FE-WCNA
FE-WCNA 11 weekly sailings (8 PSW/2 PNW) 4 9% {5 d%}
L/WHL/Matson) (6 PSW/2 PNW) ' ’

(6 Panama/1 Suez)

7 weekly sailings

FE-ECNA _ (4 Panama/1 Suez) FE-ECMNA
5 weekly sailings (3 Panama/2 Suez) 2 1% {9 6%}
y sailings (2im) (1 Panama/1 Suez) ' '

6 weekly sailings

FE-N. Eur

FE-M. Eur
3.8% (7.4%)

5 weekly sailings
Mo non-alliance service on FE-N. Eur route

B OCEAN Alliance

5 weekly sailings

m2m FE-Med
FE-Med 3 weekly sailings THE Alliance 1.2% {5.5%}
eekly sailing (Zim) [ Others

Estimated capacity increase
2017 vs 2016

e Capacity increases across all main trades (Peak Season Deployment)
* Hanjin’s capacity removed fully replaced Alphaliner (vs current Feb 2017)
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Top 13 Carriers (Including proforma mergers of Maersk & Hamburg

)) Carrier Consolidation Impacts

* Supply vs Demand Discipline

Sud and NYK+MOL+KL) - Long Term — Fewer Carriers
= Orderbook  Terminal Consolidation
Operated fleet as at 1 July 2017
Market Share bt Larg er Vessels
ALPRALINER - Less Sailing Frequency

- Hub & Spoke Deployments
- Fewer Direct Calls

* Reduced Slot Costs

1 1Y - Lower Freight Rates

iBut7

2020 IMO 0.5% Fuel Sulphur Cap => Estimated Annual
US$15 Billion Incremental Cost Impact
Increased Rate Pressure to Offset Cost Impact
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Tech Space — Fragmented & Crowded
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Top 10 Industry Trends

1. Carrier Consolidation

stllleiEg = |Larger Vessels (Frequency & In-Direct Service)
ALLA = New Alliance / M&A — Growing Pains

= Further Consolidation Inevitable
2. Terminal Impacts
= Larger Vessel Cargo Density — Congestion
= Environmental & Operational — Automation
= Carrier Equity Terminal Impacts — Consolidation

3. Intermodal Cargo Impacts
» Increased Density Improves On-Dock Ratio
= ECO All Water — Rail Competitiveness
= Discretionary Cargo — RIPI Market Share Grab

4. Truck Power Impacts

= Further Consolidation — Zero Emissions Tech
= Turn Time Transparency — Peel Piles
= Autonomous Trucks

* |ncreased Adoption of Appointment System%

www.mylts21.com
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Top 10 Industry Trends

Trump Presidency — Trade Impacts

= Potential Tariff & Trade Wars Impacting Volume
= |ncreased Focus on Exports

» Business Tax Reductions - Improved Earnings

Overcapacity Continues => Rate Pressure

= New Build Deliveries Strong Thru 2019
« +1.3mil TEUs or +3.0%
« +1.4 mil TEUs or +4.7%
« 20X 22,000 TEU New Orders — 2020 Delivery

» Fundamentals Remain Unfavorable for Carriers

Carrier Focus on P&L Improvement

= Cost Reductions — Automation & Off-shoring
» Headcount Reductions — Service Impact

» 6 Years of Earnings Pressure — Poor Results
* Increasing Fuel Costs

= Are Customers Willing to Pay for Service?

www.mylts21.com



Top 10 Industry Trends

8. BCO & NVO/3PL Impacts

altatal oty = Hanjin Lessons Learned — Rates Not Sustainable
"‘ A *x‘ ' — How to Identify & Assess Risk Potential — Red Flags
R — Other Stakeholders —i.e. Ship Owners
— How to Mitigate Supply Chain Risk
— Value Based Contracts

= Customer Intermediary Value Add
— Technology As a Differentiator

9. Shipbuilding
= New Order Book is Contracting to Low Levels
= Shipyards Offer Significant New-Build Discounts
» Perpetuates Overcapacity Problem
= Autonomous Vessels

10.Longshore Labor Relations
= |[LWU Contract Extended 3 years to 7/1/22

= Organizing Superintendents

= |LA Contract Extension in Discussion
= Current Expiry 9/30/18
= Automation & Chassis M&R
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Pendulum Is Slowly Shifting

Rates

Customer 2°%° 2021 Carrier
Favor Favor
« Larger Vessels e | .~ + Consolidation

 Lower Unit Costs Mega-Alliances
« Surplus Capacity Cost Reductions
« Commoditization * Automation

« Competition » Off-Shoring

- Reduced Fuel Costs C Uni;Cos_,ts .
. Fragmentation ore Service Focus

Low Sulphur Ifluel
Select Your Partners Carefully www.mylts21.com
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