EUROPEAN ROAD FREIGHT

RATE DEVELOPMENT BENCHMARK

— x\

. BT T TR P P i




Contents

The European Road Freight Rate Benchmark - Q4 2019 3
Ti-Upply European Road Freight Rate Benchmark Map Q4 2019 4
€/km 5
Rate Development on Europe’s Largest Trade Lanes by Volume 6
Brexit - Impacts on Cross-Channel Road Freight Rates 9
Slowdown in Germany - Europe’s Manufacturing Heartlands 11
Lane to Watch: Milan-Warsaw 12
Methodology 13

n Contents © January 2020 | Ti & Upply | The European Road Freight Rate Benchmark - Q4 2019



The European Road Freight Rate Benchmark - Q4 2019

Ti & Upply European Road Freight Benchmark rate - Average European Road Freight Rates,
Q42019-€
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The Ti & Upply European Road Freight Benchmark rate remained steady in Q4 2019 at €1,102.
This represents growth of just 0.1% from Q3, despite the peak season. On a year-over-year basis,
freight rates are down 0.6%.

Of the 36 lanes covered in this benchmark, 14 saw rates increase quarter-on-quarter. The largest
increase in growth was noted on the Milan-Warsaw lane, where rates increased 8.8%. Lille-
Rotterdam and Lille-Antwerp both saw the greatest falls in rates, dropping 4.0%.

The European economy remains relatively static, with only limp growth for the region as a whole.
Manufacturing production was weak - IHS Markit's PMI index for the Eurozone was 46.3 in
December and has remained below 50 for 11 consecutive months. Private consumption levels
appear to be propping up Europe’s economic growth, although in Q4, the retail sector does not
appear to have done much to increase freight rates. Consequently, there is little evidence to show
that the peak season provided a boost to road freight rates.
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Amongst key cost drivers, driver shortages remain an issue in several countries. However, given
the relatively steady increase in freight rates seen through 2019, the impact appears limited and
potentially already priced in by hauliers. Data from Eurostat shows a slight increase in average
diesel prices to €1.38 per litre (€1.36 in Q3).
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€/km

Shippers paid an average rate of €1.64/km for road freight services in Q4 2019. The variation in
this cost between different lanes is largely dependent on the length of the lane. Longer routes
Create cost efficiencies, diminishing the significance of fixed and variable costs associated with
road transport operations and lowering €/km prices.

In Q4 the most expensive lane in relative terms was Antwerp to Lille, at €3.22/km, which is

nearly twice as costly as the European average. This is also the joint shortest journey covered, at
125.4km. A number of other lanes follow a similar trend, including Rotterdam-Duisburg, which has
a journey distance of 206.9km and an average Q4 freight rate per km of €2.82, making it is the
second most expensive lane in relative terms and the joint third shortest lane.

Antwerp - Lille 3.22 125.4

Rotterdam-Lille 2.69 226.5

Antwerp-Duisburg 2.57 117.5

- Weekly freight rate data and trend analysis for 20
international European road freight lanes

- Road Freight market sizing, share and forecast data
- Ti survey and interview findings on road freight
trends like digitalization and driver shortages

- Market maps for the new digital landscape, with

strategic profiling of start-ups and market incumbents
- Detailed coverage of the wider logistics market
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Rate Development on Europe’s Largest Trade Lanes by
Volume

Duisburg - Warsaw Road Freight Rates - €
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The Poland-Germany lane accounts for around 7% of international freight tonne-km in Europe,
making it the continent’s biggest road freight trade lane. This connectivity supports a significant
portion of manufacturing in the region, with each country being the other’s largest supplier

of semi-finished goods. Both countries have had contrasting fortunes in Q4 in terms of their
industrial production. For October and November, Poland’s rate of production grew 4.6%, whilst
Germany's sector contracted 5.0% year-on-year. The weakness of the German manufacturing
industry had an impact on imports from Poland, especially in the automotive sector. However, the
dynamism of the Polish domestic market had a positive influence on the transport sector.

On the Duisburg-Warsaw lane, prices jumped 2.2% on headhaul and 1.0% on backhaul loads on a
quarter-over-quarter basis. Against Q4 2018, Duisburg-Warsaw rates were up 1.9%, but backhaul
lane rates were down 1.2%.
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Madrid - Paris Road Freight Rates - €
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On the Paris to Madrid lane, rates fell 0.8% against Q3 2019, and 1.3% year-over-year. However,
the fall was more apparent on the backhaul lane to Paris, where rates fell 1.9% quarter-over-
quarter, and 6.2% when compared to Q4 2018. The Spanish economy, which has fared better
than other major Western European economies over the past year, appears to have slowed in
the final quarter. Demand for Spanish-made products has fallen according to the IHS Markit PMI
measure, which stated in December, “Export trade was reported to be down for the seventh
survey period running, with demand from key European markets lower. The automotive sector
remained a key source of weakness.”
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Duisburg - Lille Road Freight Rates - €

700
650
61
609 ) 613
600 o --_..._.\5 600
586 583 / 87 587 587 —
5;3’/.-—-—-_.______-?3 '—0—=
560_—
550 ®
500 494
.w 4
462
450 44;,;25' "42?'_—._-""29‘—-—4/
437
4344z TR0 —e
400

Q117 Q217 Q3-17 Q417 Q1-18 Q2-18 Q3-18 Q4-18 Q1-19 Q2-19 Q3-19 Q4-19

@ ouisburg - Lille @ Lille - Duisburg

The disparity between rates on Lille-Duisburg lanes increased in Q4 2019. Duisburg appears to
have a trade surplus with Lille and its outbound rates were 23.9% higher on average in during the
quarter than inbound rates.

On the lane to Germany, rates have remained at a comfortably higher level than the year
previous at €484 (+4.7%). This followed a particularly strong quarter for rates in Q3 2019 (+7.8%
year-on-year) but Q4 levels did not quite reach such highs. Conversely, rates to France are lower
than last year at €600, down 2.1% year-over-year in Q4. This is perhaps reflective of how weak
Germany's manufacturing exports have been over the past year or so. As 2019 has progressed,
internal demand in Germany has also been slack, leading to an increase in the available transport
capacity.
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Brexit - Impacts on Cross-Channel Road Freight Rates

UK Average Road Freight Rates (Monthly) - €
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UK Average Road Freight Rates (Quarterly) - €
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Note: Average monthly and quarterly UK road freight rates are derived from Birmingham - Duisburg,
Birmingham - Madrid, and Birmingham - Paris roads average rates
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The average freight rate on UK trade lanes was €1,430 in Q4 2019. This is a 0.8% decline from Q3
levels, and a 1.2% fall year-on-year.

Rates appeared to increase slightly in anticipation of the previous October 31 Brexit deadline, as
Prime Minister Boris Johnson flirted with the possibility of a No-Deal exit from the EU. October
2019 rates were up both on a month-on-month (+1.1%) and year-on-year (+1.7%) basis. During
the month, companies rushed to stock warehouses with the Confederation of British Industry
confirming inventory volume to expected sales ratios were at the highest level since 1983.

Rates fell in the subsequent months as Brexit uncertainty continued, economic activity slowed
and the retail sector slumped in a particularly weak peak season. According to the British Retail
Consortium, sales fell 0.9% in the final two months of 2019, which led to an annual contraction

in the UK retail sector for the first time in 24 years. UK freight rates appear to have mirrored the
weak demand - average rates were down 2.0% year-on-year in November and 4.1% in December.

With the general election now appearing to provide a degree of certainty as to the UK's future
relationship with the EU, the next few months will be watched with a great deal of interest.

The Freight Marketplace

For Professionals

Compare & analyze
freight rate

Find matching
loads & carriers

ueply
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Slowdown in Germany - Europe’s Manufacturing
Heartlands

Germany Average Road Freight Rates - €
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Note: Average German road freight rates are derived from inbound and outbound lanes between Duisburg
and Warsaw, Rotterdam, Lille, Madrid, Milan, Birmingham, Antwerp, Vienna and Prague.

The German economy produced its weakest growth rate for ten years in 2019, expanding by just
0.6% in real terms. Its all-important manufacturing sector contracted by 3.6%.

With this sharp slowdown in demand, it might be expected that there would be a glut in road
freight supply and that freight rates would fall accordingly. However, rates have been remarkably
steady throughout the year. Average German road freight rates increased by 0.5% over the
course of 2019, slightly below the European average. During Q4 2019, rates increased marginally
when compared to Q3, from €1,019 to €1,021, but were down 0.3% year-on-year.

On a lane-by-lane basis, the average German rate is propped up by two lanes in Q4 2019 -
Duisburg-Antwerp and Duisburg-Rotterdam. Rates on lanes both grew 10.2% year-on-year.
Although the economy appears to be struggling, this suggests Germany is finding some respite in
sales to export partners outside of Europe.
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Lane to Watch: Milan-Warsaw
Milan - Warsaw against European Average Road Freight Rates - €
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The fastest growing lane in 2019 was Milan-Warsaw, where growth was 7.1%. Paris-Warsaw rates
also grew quickly, at 6.2% for the year. However, there does not appear to be a trend across all
inbound lanes for Warsaw. In fact, inbound road freight rates from Rotterdam and Duisburg fell
4.5% and 0.4% respectively.

In Q4 2019, Milan-Warsaw rates picked up momentum, growing 8.8% against Q3. Poland’'s GDP
growth remained firm through 2019, growing by around 4%. Whereas this has previously been
determined by its manufacturing, private consumption has been a key driver of its growth this
year. According to ING, Poland's retail sales growth at constant prices accelerated in December to
5.7% year-over-year.

If Poland’s consumption levels remain strong and Italian business confidence improves, strong
demand and rate rises could continue on this lane into 2020.
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Methodology

The rates are the result of Upply's own econometric and statistical modelling, which is based
on the analysis of more than 150 million prices. Upply provides Full Truck Load (22 000 kg)
weekly rates estimations for each major European trade lanes, associated with a confidence
rate. These rates are computed from Upply’s key partners and users data. To complete the
analysis presented here, Ti selected a representative sample of the largest European road
freight corridors by volume. Ti then used the median rates provided by Upply on each corridor,
averaging weekly rates over each quarter. Ti's team of senior analysts provide additional insight
into the drivers and trends behind price movements with support from Upply.

Ti

Ti is one of the world's leading providers of expert research and analysis dedicated to the global
logistics industry. Utilising the expertise of professionals with many years of experience in the
mail, express and logistics industries, Transport Intelligence has developed a range of market
leading web-based products, reports, profiles and services used by many of the world’s leading
logistics suppliers, consultancies, banks and users of logistics services.

ti-insight.com

For further information or to request a demo of GSCi - please contact Michael Clover: +44
(0)1666 519907 or email mclover@ti-insight.com

In keeping with our vision of a world where the supply chain is simple and fluid, Upply’s mission is
to reset the fundamentals of the supply chain market to help each player unleash their potential.
Upply enables professionals to overcome the volatility and inefficiency of the market.

To develop this unique solution, Upply employs data scientists, logistics and IT professionals, and
digital experts. Launched in November 2018, Upply is based in Paris, and will soon be opening an
office in Chicago to anticipate its expansion into the United States.

upply.com

For further information, please contact Customer Care at +33 (9)77 40 20 19 or email service.
client@upply.com. Alternatively contact Caroline Mignaux, Head of Communications at +33 (0)
6 22 02 49 93 or email caroline.mignaux@upply.com
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© All rights reserved. No part of this publication may be reproduced in any material form
including photocopying or storing it by electronic means without the permission of the copyright
owners, Transport Intelligence Limited / Upply. This report is based upon factual information
obtained from a number of public sources. Whilst every effort is made to ensure that the
information is accurate, Transport Intelligence Limited accepts no responsibility for any loss or
damage caused by reliance upon the information in this report. This is not a complete analysis of
every material fact regarding this company. The opinions expressed here reflect the judgment of
our analysts at this date and are subject to change.
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