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Militzer & Munch: Connecting worlds.

Corona Virus
Disrupting Logistics & Supply Chains
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MILITZER & MUNCH Connecting worlds.

Agenda

- Current impact on domestic and international logistics and supply chain
- Alternative solutions & strategies
- Case study

- Forecast

20/03/2020
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MILITZER & MUNCH Connecting worlds.

Current Impact: Sea Freight

- Permits to resume the work

- Port storage charges (containers stuck)

- Port congestion fees US$1000-1500 per
reefer container

- Voyage cancellations

- Entire Asia — Europe / USA route
cancellations

20/03/2020
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MILITZER & MUNCH Connecting worlds.

Current Impact: Air Freight

- Many passenger flights cancelled

- Freighter flights reduced (low demand)
- A lot of charter flights cancelled

- Capacity drop of approx. 65% vs 2019
- Limited staff on duty (40-50%)

- Large rate increases

20/03/2020
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MILITZER & MUNCH Connecting worlds.

Current Impact: Rail

More favorable but still:

-Overbooked capacity, long waiting time
- GRI increase to 300 USD per 40’

- Wuhan closed as a departure platform

- Lower departure frequencies

20/03/2020
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MILITZER & MUNCH Connecting worlds.

Current Impact: Trucking

- Whole province locked (Hubel)

- Severe delays & backlogs (limited
trucking, permits, quarantine for drivers)
Overall working better again
Domestic express services fairly
uninterrupted (again)

Rate increases especially across
provinces

20/03/2020 10
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MILITZER & MUNCH

Alternative Solutions and Strategies

Shortage of inland trucking:

- Inland rail
- Inland river barges

Shortage of international sea and air freight:

- International rall

- Hubs for receiving and distribution

- Air (part) Charters

- Multiple gateways (PEK, PVG, SZX/HKG) for
diversification

20/03/2020

Connecting worlds.
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MILITZER & MUNCH Connecting worlds.
Case Study

-Automotive spare-parts company export from China via air & ocean freight

-Urgent shipments go with air freight (to be avoided due to high costs); “regular
shipment” via ocean freight (LCL & FCL 20" container)

-Disruption and high costs in air and ocean freight lead to using rail freight with
approx. CN-EU 19 days transit time

-Adjust delivery time (trucking) of spare parts from supplier to rail platform,
balancing of cargo in container

-Consolidation of not-so urgent spare parts as 40" container for rail freight only
-Pre-pare documentation required for customs clearance

-Implement SOP (responsibility & escalation, operations, documentation &
reporting)

-Use GPS tracking device to benchmark transit times & other data during transport

20/03/2020 12
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MILITZER & MUNCH Connecting worlds.

Forecast

-China seems to be currently relatively in a better position but only part of global
supply chains

‘With EU and US in lock-down mode more interruptions in global supply chains
expected

-Likely large back-logs at ocean ports

-Lack of capacity on CN-EU rail freight

-Logistics costs will likely continue to rise

-Major fall-out of airlines possible depending length Covid-19 crisis

-Rethinking of global supply chains in the future or back to old ways when the
crisis is over ???

20/03/2020 13



MILITZER & MUNCH

Let us talk!
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Connecting worlds.
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Build a sustainable and resilient supply
chain

Jing Wang

Business Development Manager, Sustainability
Services

SGS

Supported by:
@i (L Nestle ATSWISS VISCHER

%. .2 swisscham.crg

FE 3%



' INTELLIGENCE
AN

-I CERTIFICATION ./ ACTIVATION
[ | -

Build a sustainable and resilient supply chain
SGS

Jing Wang 2020.03.20



S

CONTENTS

Various disruptions to supply chain

Short-term solution and Mid/Long-term strategies

Case Study

Forecast




Disruptions from...



SGS  covoe

B American Chamber (Feb 16) B EUCCC and German Chamber
(Feb 27)
% Ve
48% 4
Member companies Member companies

have had global business disruption Expect 20% revenue decrease




COVID-19

Till Feb 21

Issued

3325

Certificates

Contract
value:

2 7OBiIIion
CNY



HOW COVID-19 IMPACT SUPPLY CHAIN

Travel may be restricted Consumers may be more
Supply shortages of to certain areas, limiting cautious in their
materials or finished the ability to discover, purchasing habits due to
goods coming from or qualify and certify new fears about being in public
routed through logistical business or programs and potential exposure to
hubs in impacted areas and to transact business. the virus

Sourcing

Established hubs and

White- and blue- supply networks may
collar labor may not experience limitations in
be available due to capacity and availability

guarantine guidelines
or iliness.




TRADE WAR

35% 250 41%

“In China, for com pan ieS considering or have

China” strategy relocated manufacturing
facilities outside China




SGj ENVIRONMENTAL REGULATIONS

Schaeffler - a leading German automobile parts supplier
experienced a supply chain disruption when authorities cut
power to a key supplier.

B 2015-2017, the 1st round of “Central Environmental Protection Supervision”.
Company being fined: 40,000.

m 2018, “Re-check”. Company being fined: 4016.

m 2019-2021, the 2" round of “Central Environmental Protection Supervision”




94%

Tier 2 supplier

16%

Tier 1 supplier

SGS_ GLOBAL SUPPLY CHAIN IN CHINA

Among Fortune 1000,

163 companies

Have Tier 1 supplier in China

938 companies

Have Tier 2 supplier in China
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2019 TOP 10 SUPPLY CHAIN RISKS
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Fight or Flight?
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SOLUTION AND STRATEGY

o Set up contingency plan

® ® - Supply Chain
Vulnerability Audit

«  Document Response
Procedures

é\_. Risk Management Plan and

Implementation

g M
® Categorizing suppliers

Communication ® Hierarchical management

 Keeping
everyone on the
same page

. Have end-to-end ®

visibility @ development @

« Evaluate multiple
sourcing options
* Supplier ®

© SGS SA 2017 ALL RIGHTS RESERVED




MID-LONG TERM: ESTABLISH RISK ALERT AND TRAINING SYSTEM

* Provide legal news alert, information and trends on China's laws and regulations, requirements and inspection of local
authorities caused by accidents, etc.

* Online training
* Digital supply chain management
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Sﬂ MID-LONG TERM - EVALUATE MULTIPLE SOURCING

OPTIONS

-

B "Many textile factories have moved to Vietnam and Indonesia to open
production lines, but half of them have already returned because it is

lack of resources," said an official on condition of anonymity in Shaoxing,
East China's Zhejiang Province, a major textile production base, which
supplies fashion brands in Europe and elsewhere. "Our customers come

to us because no one else can make such high-quality, affordable
K products like ours."

simply impossible to make high-quality, profitable products there due to a

~

/
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@ Is relocation a smart plan?

BUSINESS » TRADE FEB 28, 2020 5:08PM PT

Shoe Brands Flocked to Vietham
During the Trade War — Now the

Country’s Running Out of Materials

Amid Coronavirus Spread

polyester and the synthetics — and
the components are still done in
China,” - Andy Polk, SVP at the
Footwear Distributors and Retailers
Qf America.

ﬁl’he problem is a lot of textiles — the\

J
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SGS_ SUPPLY CHAIN — SUPPLY WEB

China

Apparel and

footwear USA Apparel and footwear

Vietham

China

Fabric, button and
zippers, steel
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CASE STUDY 2

B Samsung

Supplier communication and aid , include:

Pay for undelivered orders of suppliers in advance and providing loans
with zero or low interest rates to suppliers who have cash flow difficulties.

Pay for the logistic costs if the suppliers need to ship by air due to urgency.

Share logistics and customs updates with suppliers and start to run a
support center.

Shorten processing time and simplify necessary procedures if its Chinese
suppliers want to expand parts procurement channels after the outbreak.

19
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BE THE BENCHMARK

Thank you!

Jing.wang@sgs.com
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Thank you for participating!
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