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Air cargo at the cross-roads

The established business models of your sector may need rethinking

Cyclical, unbalanced
trade flows

» Trade tensions
« Unequal development

Competitive
pressure

« Intermodal competition
« New market entrants
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Changing customer
requirements

« E-Commerce
« Sustainability concerns

Dynamic and
disruptive trends

» Blockchain technology
« Electric engines

Market position

« Raison d’étre
» Value proposition
« Competitive target position

Future operating model

+ Customer segments
* Products
* Network/Fleet

Pending invest decisions

* Fleet renewal
*+ LCC neo
« Technological Innovations
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Predicting the future is impossible
Anticipating plausible scenarios is more robust than traditional forecasts

Forecast mindset Scenario thinking

Scenario #1

Scenario #3

Knowns Knowns & Uncertainties
Conventional approaches to planning ...whereas scenario planning challenges
yield conventional and often assumptions and provides organizations with more
unsurprising answers ... options to make better decisions
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The Dynamic Strategy approach
We combine scenario-based strategic thinking with cutting-edge Artificial Intelligence

Dynamic StrategyApproach

Perceive Anticipate Navigate
Understand your Build a future-proof strategy based Keep your strategy
market and competitors on scenarios up to date
Deep View Future-Proofing Gnosis.strategy
Identify and prioritize Develop Determine Wind tunnel Develop actionable Monitor and adjust
driving forces using Al scenario model strategic implications existing strategies strategies strategy supported by

tool AlI-based tool
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The global picture

Global trade flows will continue to shift towards Asia. Economic volatility and

overcapacity put pressure on prices and planning

Average annual growth rates per main airways, 2018-2037

Key questions

North America

World growth rate: 4.2%

‘ Intra-zone growth rate

<-%» Inter-zone growth rate

Sources: Boeing, IMF, Deloitte Analysis
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What " s the future of global trade
flows?

What’'s the impact on the regional air
freight market and their cargo
carriers?

Are the routes to/from and within
Asia continuing their growth path at
expected rates?

Which goods will be shipped to/from
major emerging markets?

How can air cargo carriers best react
to volatile global economies?

What's the future effect of
imbalanced trade flows on network
and capacity planning?
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Trend analysis

Digitization of established air cargo processes

Trend Analysis

increase visibility and transparency

Selected insights
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Each dot represents one article

Source: CLV Deep View screenshot [31/07/19 - search topic “Air cargo trends”; from 07/30/18 to 07/30/19; N = 6,200 (World)]
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Increasing importance of last mile solutions
triggers development of autonomous air cargo
drones

New aircraft technologies (electric and hybrid)
provide an answer to sustainability concerns

Cloud-based operations platforms bear potentials
for visibility and efficiency gains

Blockchain technology promises real-time
transparency and traceability of shipments

Actively temperature-controlled containers may
lead to increasing pharma shipments

Advances in screening technology allow for more
reliable and faster detection of dangerous air freight
enhancing the aviation security

An expansion of airport facilities as well as fleet
and network sizes is necessary to accommodate
increasing air cargo demands
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How will the sector react to disruptive trends?

Disruptive tech trends will have varying degrees of impact on the sector. Will new

business models emerge?

Booming eCommerce leads to increase in small
parcel volume

3D Printing — might affect a significant portion of
currently air freighted goods

Digitalization of supply chain - offers opportunities
to better integrate and serve key clients

Air Cargo trading platforms - new and innovative
capacity auctioned sites

Blockchain Technology - reliable real time tracking
and upfront reconciliation

7 | Monitor Deloitte

Adjust network to serve large delivery centers
Develop eCommerce specific solutions/vehicles
Offer Track & Trace solutions for customers

Develop innovative solution(s) to integrate 3D
printing in supply & transport chain

Adjust network and product portfolio

Invest in IT and innovative solutions
Partner with experts from other industries
Apply “"Wave Approach” - start with focused pilots

Invest in IT and innovative solutions
Develop new pricing models and processes
Become innovator and driver of sales platform

Partner with innovative start-ups
Develop and pilot first use cases
Become innovator and driver of blockchain
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The future of air cargo

Considering critical uncertainties can be the basis to build

robust strategies

High
« The future of the air freight industry might
Digital Efficiency Digital Leadership look very different
+ Niche market for selective products that require « Winning through value-adding digital capabilities . COﬂSidering two Critica| uncertainties we can
speed (e.g. pharmaceuticals) « Fully autonomous world (unmanned air crafts, etc.) draW four diverge scena riOS
« Efficiency driven through digital technologies (Block « Key to success: Technology invest/partnership
chain, cloud based, etc.)
c « Scenario thinking establishes a base for
B strategy definition
: - - -
_ : . @ o « Robust strategies are valid for all scenarios
negative Air freight growth a positive
4_‘3 « Dynamic strategies are scenario-specific
=)
a
Consolidation Game Established Horizons
» Challenging environment with lowest profitability + Today s world with growing demand
» Niche market for selective products that require « Key to success: Network expansion
speed
+ Key to success: Consalidation Which drivers will be critical?
How will you interpret them?
Moderate
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This proposal has been solely prepared for the internal use of the company/companies named in the proposal. Any disclosure to third parties - in
whole or in part - is subject to our prior written consent.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee ("DTTL"), its network of member
firms, and their related entities. DTTL and each of its member firms are legally separate and independent entities. DTTL (also referred to as
“Deloitte Global”) does not provide services to clients. Please see www.deloitte.com/de/UeberUns for a more detailed description of DTTL and its
member firms.

Deloitte provides audit, risk advisory, tax, financial advisory and consulting services to public and private clients spanning multiple industries; legal
advisory services in Germany are provided by Deloitte Legal. With a globally connected network of member firms in more than 150 countries,
Deloitte brings world-class capabilities and high-quality service to clients, delivering the insights they need to address their most complex business
challenges. Deloitte’s approximately 286,000 professionals are committed to making an impact that matters
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