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Smaller logistics players
must combine to survive
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MATTHEW FLYNN, HONG KONG

Small and medium-sized Chinese
and western freight forwarders are
facing an uncertain future as bigger
players plant their corporate flags
across the map of mainland China and
Asia.

But with the top 20 global freight
forwarders only having a combined
market share of 10% of containerised
cargo moved, the logistics service
industry has a high potential for mergers
and acquisitions, which are proving to
be among the best options for smaller
forwarders to remain viable.

“Going public is a viable and
affordable growth strategy that
provides the small and medium-sized
freightforwardersthe ability to compete
with large freight forwarders and a
platform to grow with mergers and

acquisitions,” said Henrik Christensen,
CEO of Hong Kong-based Corporate
Capital Consultants.

CCC is working with several other
companies that are preparing for public
listing in the US.To date, the action
has focused primarily on western
companies based in Hong Kong, but
operating in China.

Chief operating officer Peter
Hoffman is researching and developing
a database of Chinese logistic providers,
many of which are keen to merge
or acquire other logistics providers
globally.

According to statistics from the
China Logistics Alliance Network,
China’s  logistics sector totalled
Rmb3.4trn ($422bn) in 2005, up 13%
over 2004 in current prices.

There are more than 18,000 logistics

service providers in China, but given
that the annual logistics cost equalled
18.6% of China’s GDP in 2005, many
of these players will be squeezed out
as the percentage of logistics costs to
GDP declines.

“Only the nimble and well funded
and those ready to merge will survive,”
said Hoffman. “If you go to a traditional
investment bank, they won’t consider
anything less that $100m for equity
fundraising.

“Likewise, balance sheet borrowing
isreally impossible. Private equity isalso
possible,but very few freight forwarders
are willing to give up control. The only
way forward is through a strategy of
going public on the secondary boards
and smaller exchanges, combined with
an aggressive merger and acquisition
programme.”
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