THEEDEE SESGARGRE | AFRL 14, 114+ 19

Kerry Logistics
mwhu |} I |1|.--:|1|=1'|:-m:l
- 118
|h“r.’l"‘uﬁ,¢% .
{2 0] | .
J'J M ANLS
e It 10d
] ad
Dex 18, 2013 &pril 3, 2014

Wary of Chinese e-commearce

Kerry Logistics is taking a mare measured ap-
proach in drwing its expansion in China. While
ihe market is potenbally buge, it is wary of 21-
lempting 1o compete head-cn with players large-
ing sectors swch as e-pommerce. While Chinese
e-cammerce platfooms such as Taokao are grow-
ing Ea=1. they are mostly associabed with low-val-
e, discounted products. And, they are served by
lngistics players that emphasise low casts. “Taa-
bao is cul throet competiton. We can't do thad.
They wand cheaper storage, transport.” Yoo says.

Rather than join the race te the baliom,
Kerry Logistics i biding its time and prepar-
ing to serve the ranks of mare sophisticated
rustomers that will certainly emerge. “H you
prder a sut, you would want it lo amve look-
ing like a suit and not looking crushed, =o you
just cam’t squeexe it into a box and send it to
samebady. Or, if you are buying Wagyu beef,
and you are paying 2 premiwm for i, how
does i arrive al your doorstep or restawrant?
As middle classes grow and needs become
more complicated, more demanding, morne
exotic, logistics will have to match that,” Yeo
explains. “There will always be that segment
at the boitom thal compeles on price. Kerry
Logisiics is oot in that segment.

Theere are, of course, segments of the &-com-
merce market in China where Kemry Logistics is
happy 1o participate in. For instance. some estah-
lished brand name companies might chooss {o
tistribate their products via an cnline channel.
“If tn China today you order one of he brand-
el maobile phones or a computer. we are likely
1o deliver it bo you,” Yeo says. The e-commerce
sectar currently accounts for less than 0% aof
Kerry Logistics” total revenue in China.

“If product differentiation leads that way,
then vouw find Kerry Logistics mowing to the Lasi
milemeare and more,” Yeo adds. “Belore the Lasi
mile, from vendors o factones, from factones o
consolidation centres, before the delivery man
cames and takes it to your home, there is a lot of
warehouse pperation, and we do a lat of that.”

Kerry Logistics recently completed logistics
cenires with imal grass foor area of 1.5 mil-
lien =g 8. Tocated in Changeing. Whaxt and Xia-
men. 1t is also developing new logislics ware-
hauses in Kunshan, Zhengzhou and Chengdu.

Hunting for M&A deals

The next phase of grawth for Kerry Logistics
could ke led by M&A deals, Yeo hinds. “At any
piven bime, we have M&A umderway. Somes are
preliminary; some are in serious egotiations;
some are being absorbed. some divisionalised.
Wi acguire companies o budld up our netwark
strength.” he says.

Kerry Logistics was listed in Hong Kong in
December e shares are correnily trading shoul
11 % above vts IPO price of HEKS 10,200 For 2003,
ihe comparmy reported a 71% nse in eamings io
HES1.85 hillion (£294 .9 millicn), fuslled by reval-
wation and disposal gains anits warshouses. Ex-
chuding the an-recurring items, its core sarmangs
were up 8.5% for the vear to HEK3886.4 mallion.

CIMA is forecasting a 7.2% rise in sarn-
ings 1o HKE950 millbon for 2004, and a further
14.9% rize to HEE1.1 billion for 2005, Shares
in the company are trading al 2006 tmes and
17.7 times CIMB's forecast earnings for 2004
and 2018 respectively. The research howse has
a “buy” recammendation on the stock, with a
price target of HES15.50 o
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Rewind Networks bets big
on ‘linear’ TV format

| BY MOAN NG |

wi Himatzinghani haz been in the

television husiness for maore than a

decade, durmg winich time he walched

traditional television networks

lase ground 1o companies such as
Metflix, which sireams condent to viewers
whenever they want. As the Internet increa-
singly becomes the carmage for TV conlent, the
wiew i the market is that it = only a matter
of time hefare just about all programmes are
deliverad on-demand, and viewers are fresd
of the so-called “linear” TV model of having
ta walch their favourite shows s fueed fimes
of the day. Indeed, shares in Neiflix have dow-
bled in the past year, and now trade at 141
lmes earmings.

Sa, haw has Himatzinghani chozen 1o
pasition himself in this brave new world?
He founded a company called Bewind Net-
works, which currently delivers reruns of hit
TV shows to viewsrs via Starflub’s pay-TV
platform. This month, Rewind Networks'
apprapriately named HITS channel is shawing
TV clazsics such a8 The Cozhy Shew, Cheers
andd Sevnfield. The shows are repeated a few
lmes exch day &t finesd howurs fo cater for daf-
ferent categomies of viewers

According te Himatsinghani, feedback
fram HarHub and anecdotal evidence from
friends and business associates have “sur-
prizsd ewen us”, supporting his hunch that
reporls af the death of traditional pay-TV
operators are greally exaggerated. If be's right,
it's natl just iz Rewind Metworks that stands
1o benefit but also SarHub and Singapore
Telecommunications. The two telcos have
invesbed large sums of money in their pay-
TV platforms, which they package with their
broadband and mabile phone services. These
bundled services have proven {o be effective
in helping the telcos kold on to their custome-
ers, and redwce their “churn”® rates.

OTT trend

Yet, Himalsinghani's sirategy al Bewind Net-
wonks s plainly 21 odds with the way the whole
TV industry 15 mowing. Chule apart from the
melsonc rise of MNetflix's siock, even heavy-
weight enterainment companies are gquick-
Iy repositioning themselves mn anticipation of
changing TV viewing patlerns.

Last month, for instance, Us-based sat-
ellite TV company DISH Network Corp an-
nounced a deal with Walt Disney 1o carry
the Dispey Channel, ABC and ESPN online.
This 1= the frst ime a content owner has
allvwed a pay-TV operator 1o sell its shaws
putside of a traditional subscription. On
March 24, Disney also anmowncsd the acgui-
siltan of YouTube-based video supplier. Mak-
or Stwdias, for DSES0 millvon (8620 millon)
with an additbonal US54 50 million in perfor-
mance-linked earn-out. &nd, in Febnzary, the
company anneunced a Disney Movies Any-
where app. through which it will sell mare
than 415 Dizsney, Pixar and Marvel movies
directly to conswmers.

Other OTT players are piling on the
po-demand entertainment bandwagon. Lat-
est amang them s e-retailer Amazon.com,
which bas launched its pwn Fire TV, The
device streams video from providers such as
Metllix a= well as from s own on-demand
video platform, Amazen Instant Video. More
services are likely fo appear. Players such as
Metflix and Amazon are callsd OTT players,
shiorl for aver-the-top, becawse their services
are camied oyver an existing broadband netaork.

and rela.

In a repart late last year, Ciligroup hagh-
lights that the harmiers to eniry for the TV
business are falling. “Six decades ago, you
needed to awn scarce TY spectrum 1o broad-
casl TV signals ta homes. Four decades aga,
yau needed vast sums of capital and fran-
chise rights 1o pass every home with coaxi-
al cahle Twenty-five vears ago, you needed
a direct-to-home or direct-broadeast satellibe
orbital slot and a gecsynchronous sasllite.
Today. to sell video services, you nesd a web
server,” the bank says.

Catering to the mass market
Himatsinghand does not dowb that broadcasting
technalogy i advancing. However, be believes
that the vast majonity of TV viewers simply
prefer io furn an their TV and waich what-
eer s on. “They want a simplified experi-
enoe. Peaple have habits. On-demand sabisfies
one of them. Linear salisfies a desire 1o Lean
back and relax.” In fact, the Internel maghi
actially be helpang to fwel demand for linear
programmang af popular TV series, he adds.
“Thanks 1o social media. people want 10 be
the first o watch something fogether and
share that experience. There's heen a huge
spike in viewership for premieres or the first
episode of a new spason.”™

%0, Himatsinghana figures there is a sig-
nificant market for the HITS chanrel 1o 1ap
wia the linear formal of the traditional pan-
TV platform. “1 am a wery big belisver in lin-
ear. We talk about our well-developsd warld,
and aur friends and peers who hawe high
broadband spesds. But in Indonesia, pay-TV
perstration is less than 10%. There [is 2 mar-
ket there] 1o take peretration higher. 1In bda-
Lawsia it is abput 55% ta &0%. In Thailand
i1 15 again under L% . There is a Lot of room
for growth far pay-TV,” he says.

Mearwhils, the economic proposition of
70 to 200 chanmels for a fixed fee that is nol
gaing 1o break the bank is one that is going
te grow aggressively, Himatsinghani adds.
“In most markets, it probably costs less than
a Tamily of fowr going out for a mowie once a
monrth and you get documentarnies, breaking
news. Holhrwood conlem and ethree contendt.”

It is for this reason that Himatsinghani
refuses to allow pay-TV operators to charge
their suhscribers 3 premdum far HITS. “We
call aurselves Asia’s newest basic channel

service.” Un SlarHub's platform, for instance,
HITS is bundled as pan of the basic Enter-
tainmend ter. In doing s, Himatsinghan says
HITS helps to combal piracy. “We'ne making
aur condent easily available. ™ He also sees
HITS a2 a channel that pay-TV operators can
use tr enhance the alractiveness of their of-
ferings and fend off competition from new
an-demand players.

Content is costly

Among local wiewers, lhere has recendly been
a hacklash against pay-TV operators SfarHub
andd SingTel for bundling 1oo many channels
Spme suhscribers haee heen asking the two
companies to unhundle channels and =ell
them o an & La carte hasis.

Howeser, Himatsinghani explains that
the economics of the pay-TV industry would
not suppart that. Today, content owners
typically =21l content in a bundle, not &
la carte. They do this Lo spread owl their
costs. “Creal creativily, great story telling
casts money. And for every success, there
are fatlures. Their business model] is such
that there are a lod of failures,” Himatsing-
hani says. A& subscription 1o a single. popu-
lar channel would likely cost too muech for
ane consumer o afford

Also, by bundling cantent, the pay-TV op-
eralors can spread their costs out aver a larg-
er sudience, because differeni consumers are
interesied in different 1ypes of condent at did-
ferent fimes. While some subscribers may
therefore end up subsidising the viewing of
athers in the short term, owver the long run.,
all subscribers pay less.

Wevertheless, Himatsinghani knows that
Rewind Networks canmat stand still. 1§ the
sca-system continues to stay the way if s,
then the world of broadband, the world of
high Internest speeds. and the type of digital
offerings that are out there, the muli-screens
that are new available, these will all become
disruptive forces,” he says. To ensure that
he iz 21 the forefront of whal technology can
affer, he launched HITS Beplay last month,
2 catch-up channel that is available online.

Himatzinghani alze thinks that the Lloeal
paw-TY industry can do a lot more 10 im-
prove on what it affers Lo its subscribers
Meanwhile, he says, having HITS on affer
is a good start. o




