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KEY FINDINGS

Demand is growing.... So why are we making less money?
The future is coming? Consolidation, Driverless
Trucks, Delivery Drones, Truck Uber- Are you ready?

Should you invest outside your core
competencies?

(5 X Leverage is increasing but
K:W) CAPEX is down- why?
The trucking industry will require over $3.5Bn in capital over

the coming 5 years, or ~$50k in equity per business on
average




AUSTRALIAN ECONOMY

Steady as she goes...

The Australian economy remains robust in-light of the slow down in
mining...
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TRUCKING RELATED ECONOMIC UPDATE

Road transport is a large and significant portion of the Australian

economy...

CONTRIBUTION TO GDP BY

INDUSTRY
Mining was 10.1%
Finance was 9.7%
44.9% [SIPAY/ M Construction was 7.3%
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Health was 6.1%

® Mining
® Finance 4.9%
m Construction
® Manufacturing

Health

Public admin

Transport and storage
®m Wholesale

Other

Transport & Storage

Sources: The Logistics Association of Australia's Supply Chain Report, Australian Infrastructure
Statistics - Yearbook, Bloomberg, IBIS World (2014,15)

TRANSPORTATION
SEGMENTATION BY SERVICE

Trucking
~$40bn

= Road transport
m Freight forwarding and customs agents
® Postal and courier services
® Handling and distribution
Warehousing and storage
Air transport
Rail transport
®m Water transport —




WHO SAID TRUCKING WAS A SIMPLE BUSINESS?

What does the future hold for us?

PROS:
v Growing and steady demand

v" Increasing merchandise imports and
exports (trade liberalisation vs. Trump)

v' Australia is conveniently located beside
world’s manufacturing hub

v No immediate trucking substitutes
v' Decreasing fuel costs

v Increasingly complex supply chains
which rely on trucking activities

v' Corporate Australia continues to demand
on-time inventory management which
leads to road transport having to respond
with shorter lead times

v Increasing safety
v Innovation - drones & driverless cars (?)
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CONS:

Intense competition to continue

Profit continues to be pinched as a result of
increased access, safety and licensing costs

x Fuel-surcharges coming off

x Consolidation of industry- who will

survive?

x Skill-shortage driving increased wages

X Mining industry transitioning from

development/capex to production
Restrictions in vehicle size

x Trucking can be a political game- regulation

versus efficiency versus profitability

President Trump hindering trade?
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GROWTH AND EFFICIENCY

A consolidating industry grasping with efficiency gains

Demand for trucking services will continue to be strong, but the
landscape will change...

TRUCK ROAD FREIGHT vs REGISTERED VEHICLES BY ARTICULATED PRODUCTIVITY
NUMBER OF TRUCK BUSINESSES TYPE! COMPARISON
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47% increased payload
35% increased volume
43% increase length.
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Reducing number of trucking Articulated trucks represent only Where will the next round of
businesses 0.5% of registered vehicles in efficiencies come from? Safety
Australia regulations & road network

considerations

Note 1: Vehicle registrations are as of January month each year
Sources: BMI, ANZ Analysis, BITRE- yearbook statistics, Transport NSW & IBIS World 6




DEEP DIVE ANALYSIS

Setting the scene

ANZ analysed 30 Australian trucking companies which were categorised as

follows...

0

General Cargo

57% of sample
17 companies

Transporting goods of a
general nature, which do

not require specialist
equipment or regulatory
approvals

Specialised Cargo

43% of sample
13 companies

Focus on cargo which is
more difficult to transport
such as hazardous, heavy
and refrigerated loads

Truck-owners
70% of sample
21 companies

Companies that have
invested in owning trucks.
Larger wages compared to
sub-contractor expenses

VS.

Sub-contractor
30% of sample
9 companies

Large sub-contracting
requirements and
expenses. Relatively
small plant and
equipment

O,

Private
87% of sample
26 companies

Road transport
companies which are
not listed on the ASX

VS.

Public
13% of sample
4 companies

Public companies which
are listed on the ASX
with access to public
equity raisings

ANZ’s sample of 30 companies generate sales over
$11bn, representing ~27% of the industry




TOTAL SAMPLE OVERVIEW

Concentrated competition hurting revenue and returns...

Increasing price competition causing revenue and margin compression

REVENUE GROWTH
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Only top quartile performers were able to increase
revenue growth, whilst most of the industry saw a
reduction in revenue

NET INCOME (PROFIT) MARGIN

8%
6% /\

4% \
2% \/__
—_— \

00/0 T T T T
2012 2013 2014 2015 2016

The median net income margin held steady at 2.4%.
Top quartile performance continued to decline with a
drop from 4.7% to 4.1%
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EBITDA MARGIN
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Continuing theme of margin compression, with top
quartile performers reducing from 9.4% to 7.6%
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GENERAL VS SPECIALISED CARGO

Does it pay to invest into specialised cargo transport?

Companies that transport general cargo have seen a drop in margins

and returns

GENERAL CARGO : EBITDA Margin
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All quartiles have decreased with the median general
cargo operator’s EBITDA margin reducing from 5.3% to
3.2%

GENRAL CARGO : Return on capital
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In line with General cargo operators’ EBITDA margin,
return on capital across all quartiles has sharply reduced
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Sample size 17

VS.
SPECIALISED : EBITDA Margin SPECIALISED
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Specialised cargo EBITDA margins beginning to
converge slightly above 6%

SPECIALISED CARGO : Return on capital
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Return on capital varies from bottom quartile at 1.8% ——
to top quartile performance at 10.3%




TRUCK OWNING BUSINESSES VS. SUB-CONTRACTOR RELIANT

To sub-contract or not??

In general, businesses that largely employ sub-contractors are TRUCK OWNERS
beginning to increase market share by undercutting the market sample size 21

VS.
TRUCK OWNERS : Revenue growth SUB-CONTRACTORS : Rev. growth || sus.contracros
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PRIVATE COMPANIES VS. PUBLIC COMPANIES

Private companies typically have more pressure to grow revenue...

ASX listed trucking companies have seen increasing revenue, however PRIVATE
- - - - COMPANIES
their return on capital has suffered due to margin contraction oot s 26
VS.
PRIVATE : Revenue growth PUBLIC : Revenue growth PUBLIC COMPANIES

Sample size 4
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The median private business saw a drop in revenue in All quartiles of public trucking companies experienced an
FY16, whilst the top quartile performers experienced uptick in revenue, with top quartile growth close to 10%
growth above 5%
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Margins continued to deteriorate for both Private and Similar to EBIT margins, return on capital dropped —
Public companies, however public companies saw a across both Private and Public compan/es

larger decline to a median of 1.9%
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TOTAL SAMPLE - LEVERAGE & CAPEX

Worrying trends will drive further separation between the successful and stragglers

The national average fleet continues to age (at record levels) whilst companies are
increasingly relying on debt.... this trend is not sustainable!

Debt / Capital
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Debt/Capital has increased across all quartiles with the
median increasing from 32% to 38%

Capex / Sales

12%

10%

8%

Global transportation

6% N N~ medianis 7%, TQis 17%

4%

2%

2012 2013 2014 2015 2016

Capex in the industry has continued to contract, leading
to an average national fleet age of over 14 years

——Top Quartile ==——=Median == Bottom Quartile

12

Debt Service Coverage Ratio (DSCR)
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DSCR measures the ability of a business to service and
meet debt repayments. A 1x metric results in the
business only just meeting debt obligations

Capex / Depreciation
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Capex/Depreciation is a proxy for investment. —
Above 1x indicates a growing asset base __




ROAD TRANSPORT NOW & IN THE FUTURE...

Trucking is the largest and the most critical component of the transport
and logistics industry in Australia...

What about trucking in 20 years?

$85bn

$40
REVENUE

$17bn _ $12bn

FUEL: ove;,ﬁbn

102% to 30% of

(o)
209% of revenue revenue

Av. Salary=$56k

Sources: Bureau of Infrastructure, IMF, IBIS World, ANZ analysis
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IMPENDING FUNDING GAP

ANZ analysis indicates the Trucking Industry will require in excess of
$3.5bn over the coming 5 years to meet expected demand...

$48,000 _ _
UPSIDE SCENARIO $4.8bn in Capital
Debt $2.2bn & Equity $2.6bn
$43,000 Equity per operator = $68k
$40.9bn
$38,000 : :
BASE CASE $3.5Bn in Capital
Debt $1.6Bn & Equity $1.9Bn
$33,000 Equity per operator = $49k
2 T T T T T T T T T T T T T T 1
o o o o i i i i i i i i i i (V]
N R N R ANRARANITRARA Debt $1.0Bn & Equity $1.3Bn

= = =Downside  ===Base Case =e==Upside Equity per operator = $34k

Sources: Bureau of Infrastructure, IMF, IBIS World, ANZ analysis
Assumptions: Each $1 of incremental revenue will require 0.56¢ of capital (Asset Turnover 5 yr av. = 1.8x)
Debt/Capital remains at 5 year average ~45%.

2020 # of business =38,354 14



HOW CAN ANZ HELP?

ANZ is Australia and NZ’s leading financier to the transport Industry
and we are here to help...

ASSET FINANCE SOLUTIONS:

ANZ has market-leading equipment finance capabilities, including interest rate management and cost centre reporting
through its recently-deployed Global Asset Finance system

QLD
. Wayne Gardner
WORKING CAPITAL SOLUTIONS: Senior Relationship Manager
A variety of working capital solutions are available T eean ons
either to meet short term funding gaps, or improve Em S;lffielhd & ol Mob: 0401 992 595
. . ient Insights olutions
the efﬂaency of your collection and payment Ph: 03 8655 9418
practices Mob: 0466 453 487
E: timothy.suffield@anz.com
NSW
FIXED INTEREST RATE SOLUTIONS: Alan Watters
. Senior Relationship Manager
Long term interest rates are at record low levels Emerging Corporate
which provide an opportunity to lock in or JUegel 37 1346
o Mob: 0466 529 185
restructure existing swaps WA & SA
Justin Capolicchio
. . . Senior Relationship Manager
How e>§posed is your business when interest Emerging Corporate f,
rates rise? Ph: 08 6298 3203 Ben Hewett
Mob: 0466 398 547 Senior Relationship Manger
Emerging Corporate
ACQUISITION FINANCE: P 03 9035 9]
As the industry continues to consolidate, how prepared is your business to Mob: 0402 959 489

act on such opportunities?
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DISCLAIMER

IMPORTANT NOTICE: The distribution of this document may be restricted by law in certain jurisdictions. Persons who receive this
document outside Australia must inform themselves about and observe all relevant restrictions.

1. Australia and New Zealand Banking Group Limited (ACN 005 357 522) (“ANZ") and its related bodies corporate and
affiliates are represented in various countries.

Country/region specific information:

Australia. This document is distributed in Australia by ANZ. ANZ holds an Australian Financial Services licence no. 234527.

United Kingdom. ANZ is authorised and regulated in the United Kingdom by the Financial Services Authority ("FSA”). This document
is distributed in the United Kingdom by ANZ solely for the information of persons who would come within the FSA definition of “eligible
counterparty” or “professional client”. It is not intended for and must not be distributed to any person who would come within the FSA
definition of “retail client”. Nothing here excludes or restricts any duty or liability to a customer which ANZ may have under the UK
Financial Services and Markets Act 2000 or under the regulatory system as defined in the Rules of the FSA.

Non-Independent Investment Research disclaimer: This investment research has not been prepared in accordance with legal
requirements designed to promote the independence of investment research. Further it is not subject to any prohibition on dealing
ahead of the dissemination of investment research.

New Zealand. This document is distributed in New Zealand by ANZ National Bank Limited ("ANZ NZ").

United States. If and when the material accompanying this document is received by any US persons or other persons within the
United States or its territories or possessions, the following statement and the text below is applicable: ANZ Securities, Inc. ("ANZ S”)
is a member of FINRA (www.finra.org) and registered with the SEC. ANZ S’s address is 277 Park Avenue, 31st Floor, New York, NY
10172, United States of America (Tel: +1 212 801 9160 Fax: +1 212 801 9163).

This document is distributed in the United States by ANZ S (an affiliated company of ANZ), which accepts responsibility for its content.
Further information on any securities referred to in this document may be obtained from ANZ S upon request. Any US person's)
receiving this document and wishing to effect transactions in any securities referred to in this document must contact ANZ S, not its
affiliates.

Indonesia. This document is distributed by PT. ANZ Panin Bank ("ANZ Panin”). ANZ Panin is incorporated and licensed in Indonesia
with limited liability.

Vietnam. This document is distributed in Vietnam by ANZ Bank (Vietnam) Limited ("ANZ VN”). ANZ VN is a wholly-owned foreign
bank incorporated and licensed in Vietnam.

China. If and when the material accompanying this document is distributed by ANZ, ANZ NZ, ANZ S, ANZ Panin, ANZ VN or ANZ Bank
(Europe) Limited ("ANZBEL"), the following statement and the text below is applicable: No action has been taken by ANZ, ANZ NZ,
ANZ S, ANZ Panin, ANZ VN or ANZBEL or any affiliated entity which would permit a public offering of any products or services of such
an entity or distribution or re-distribution of this document in the People’s Republic of China ("PRC"). Accordingly, the products and
services of such entities are not being offered or sold within the PRC by means of this document or any other document. This
document may not be distributed, re-distributed or published in the PRC, except under circumstances that will result in compliance
with any applicable laws and regulations.

If and when the material accompanying this document relates to the products and/or services of Australia and New Zealand Bank
(China) Company Limited ("ANZ C"), the following statement and the text below is applicable: This document is distributed by ANZ C
in the Mainland of the PRC.

Hong Kong. This document is distributed in Hong Kong by the Hong Kong branch of ANZ, which is registered by the Hong Kong
Securities and Futures Commission to conduct Type 1 (dealing in securities), Type 4 (advising on securities) and Type 6 (advising on
corporate finance) regulated activities. In Hong Kong, this document may only be made available to “professional investors” in
accordance with Part 1 of Schedule 1 to the Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong). Please note that
the contents of this document have not been reviewed by any regulatory authority in Hong Kong. If you are in any doubt about any of
the contents of this document, you should obtain independent professional advice.

Singapore. This document is distributed in Singapore by the Singapore branch of ANZ solely for the information of “accredited
investors”, “expert investors” or (as the case may be) “institutional investors” (each term as defined in the Securities and Futures Act
Cap. 289 of Singapore). ANZ is licensed in Singapore under the Banking Act Cap. 19 of Singapore and is exempted from holding a
financial adviser’s licence under Section 23(1)(a) of the Financial Advisers Act Cap. 100 of Singapore. In respect of any matters arising
from, or in connection with the distribution of this document in Singapore, contact the ANZ Chief Economist, Asia.

Taiwan. This document is distributed in Taiwan by the Taipei branch of ANZ, which is registered as a branch of a foreign bank and
holds a securities investment consulting enterprise license issued by the Taiwan Financial Supervisory Commission. In Taiwan, this
document may only be made available to ANZ customers who have requested or have consented to receive distribution of this
document and who have entered into a securities investment consulting agreement with ANZ.

Germany. This document is distributed in Germany by the Frankfurt Branch of ANZ solely for the information of its professional
clients.

Papua New Guinea. This document is issued by Australia and New Zealand Banking Group (PNG) Limited (Company Registration No.
1-6419) ("ANZ PNG").

2. European Economic Area (“EEA").

If the attached or related publication contains:

commentary or opinions on market information only, this document is distributed in the EEA by ANZ Bank (Europe) Limited
("ANZBEL") which is authorised and regulated by the FSA in the United Kingdom; or

suggesting trading strategies and/or recommendations relating to interest rate, FX or commodity trades in the OTC market generally,
this document is distributed in the EEA by ANZBEL as agent for ANZ, to persons who would come within the FSA definition of “eligible
counterparty” or “professional client” in other countries in the EEA. This document is distributed in those countries solely for the
information of such persons upon their request. It is not intended for, and must not be distributed to, any person there who would
come within the FSA definition of “retail client”.
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3. Information relevant to all countries.

Disclaimer

The distribution of the attached or related publication including this disclaimer (“this document”) may be restricted by law in certain
jurisdictions. In particular, the products and services described in this document (including, but not limited to, physical commodities,
options, derivative products and/or futures) may not be eligible for sale in all jurisdictions or to certain categories of investors.
Persons who receive this document outside Australia must inform themselves about and observe all relevant restrictions.

This document is issued on the basis that it is only for the information of the particular person to whom it is provided. This document
may not be reproduced, distributed or published by any recipient for any purpose. This document has been prepared without taking
into account the objectives, financial situation or needs of any person. Nothing in this document is intended to be an offer to sell, or a
solicitation of an offer to buy, or a recommendation or advice to buy or sell or not to buy or sell any product, instrument or
investment, to effect any transaction or to conclude any legal act of any kind. If, despite the foregoing, any services or products
referred to in this document are deemed to be offered in the jurisdiction in which this document is received, no such service or
product is intended for nor available to persons resident in that jurisdiction if it would be contradictory to local law or regulation. Such
local laws, regulations and other limitations always apply with non-exclusive jurisdiction of local courts. Recipients should seek
independent financial, legal, tax and other relevant advice appropriate to their circumstances prior to making any investment decision.
The views and recommendations expressed in this document are the author’s. They are based on information known by the author
and on sources which the author believes to be reliable, but may involve material elements of subjective judgement and analysis.
Unless specifically stated otherwise: they are current on the date of this document and are subject to change without notice; and, all
price information is indicative only. Any of the views and recommendations which comprise estimates, forecasts or other projections,
are subject to significant uncertainties and contingencies that cannot reasonably be anticipated. On this basis, such views and
recommendations may not always be achieved or prove to be correct. Indications of past performance in this document will not
necessarily be repeated in the future. No representation is being made that any investment will or is likely to achieve profits or losses
similar to those achieved in the past, or that significant losses will be avoided.

Additionally, this document may contain ‘forward looking statements’. Actual events or results or actual performance may differ
materially from those reflected or contemplated in such forward looking statements. All investments entail a risk and may result in
both profits and losses. Foreign currency rates of exchange may adversely affect the value, price or income of any products or
services described in this document. The products and services described in this document are not suitable for all investors, and
transacting in these products or services is considered risky. ANZ and its related bodies corporate and affiliates, and the officers,
employees, contractors and agents of each of them (including the author) (“Affiliates”), do not make any representation as to the
accuracy, completeness or currency of the views or recommendations expressed in this document.

Except as required by law, and only to the extent so required: neither ANZ nor its Affiliates warrant or guarantee the performance of
any of the products or services described in this document or any return on any associated investment; and, ANZ and its Affiliates
expressly disclaim any responsibility and shall not be liable for any loss, damage, claim, liability, proceedings, cost or expense
(“Liability”) arising directly or indirectly and whether in tort (including negligence), contract, equity or otherwise out of or in
connection with this document.

If this document has been distributed by electronic transmission, such as e-mail, then such transmission cannot be guaranteed to be
secure or error-free as information could be intercepted, corrupted, lost, destroyed, arrive late or incomplete, or contain viruses. ANZ
and its Affiliates do not accept any Liability as a result of electronic transmission of this document.

Disclosure of Interests

ANZ and its Affiliates may have an interest in the products and services described in this document as follows:

* They may receive fees from customers for dealing in the products and/or services described in this document, and their staff and
introducers of business may share in such fees or receive a bonus that may be influenced by total sales.

e They or their clients may have or have had interests or long or short positions in the products and/or services described in this
document, and may at any time make purchases and/or sales in them as principal or agent. In addition, ANZ and its Affiliates may act
or have acted as market-maker in products described in this document.

e ANZ may rely on information barriers to control the flow of information contained in one or more areas within ANZ into other areas,
units, divisions or affiliates of ANZ.

This date and author of the attached or related publication is specified in the body of the attached or related publication. Neither ANZ
nor its Affiliates accept any responsibility to inform you of any matter that subsequently comes to their notice, which may affect the
accuracy, completeness or currency of the information contained in this document. Further details on the above disclosures are
available upon request by contacting your ANZ advisor.
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Tim Suffield
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