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Foreword

Stable Development and Innovation to Promote
the Sustained and Healthy Development of
China’s Logistics Industry

Review of China’s Logistics Industry Development in

2012 and Prospect in 2013

( Foreword )

In 2012, faced with the complex and volatile macroeconomic environment, the
slowdown in the overall development of the logistics industry in China is obvious, and
new achievements has been made in all aspects of the industry. In 2013, we bear the
new task of maintaining stability, innovation, restructuring and development.

1. Review of China’s logistics industry in 2012

In 2012, China’s logistics industry has sprung up a lot of new changes.

(1) The slowdown in the overall development of the logistics industry

In 2012, China’s national economy has showed a trend of recovery. The annual
gross domestic product (GDP) is 51.9 trillion yuan, with a year — on — year growth
of 7. 8% ending the continuous downtrend at the end of the fourth quarter.

With the stabilization and recovery of the economy, the logistics industry begins
to rise gradually from the steady state before. According to statistics, total value of so-
cial logistics goods is 177. 3 trillion yuan, with a year — on — year growth of 9. 8% ,
dropping 2. 5% compared with growth of last year, dropping 0.2 percentage points
compared with the first half of the year, rebounded by 0.2 percentage points com-
pared to the first three quarters. National logistics added value is 3.5 trillion yuan,
achieving a year — on — year growth of 9. 1%. Although this figure is somewhat lower
than the same period last year, it’s still 1 percentage point higher than the tertiary in-
dustry. Logistics value added has a share of 6. 8% of GDP, accounting for 15.3% of
value added of service sector. Total cost of national social logistics is 9.4 trillion

yuan, with a year — on — year growth of 11.4% , dropping 7.1 % compared with
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growth of last year. Total costs of social logistics account for 18% of GDP, with a year —
on — year increase of 0.2 percentage points. The logistics cost of economic operation
is still high.

(2) Obvious trend of differentiation in demand of logistics

Demand of logistics import & export and production has a slowdown. Heavy loss
has been made by shipping companies due to the sluggish growth of international mar-
kets and the continued downturn in the international shipping business. Due to the sl-
owdown in investment, the demand of industrial and commodity logistics such as iron
and steel, building materials, coal, energy, has declined, increasing pressure to the
inventory. Since the second half of 2012, repeated mortgage of warehouse receipts in
steel trade industry of east China has caused multi — party debt disputes, triggering
systemic risk of logistics finance. In 2012, national automobile achieve sales of 19
million, with increase of only about 4% , the situation of rapid growth in vehicle lo-
gistics began to reverse.

The demand of logistics in fast moving consumer goods and e — commerce trans-
actions is increasing rapidly. Annual e — commerce transactions has reached 7 trillion
yuan, and the volume of online shopping transaction is more than 1. 2 trillion yuan,
accounting for 33.8% and 5.8% of the total retail sales of social consumer
goods. Supporting express logistics of € — commerce and online shopping achieved
high — speed growth, with annual business volume of 5. 7 billion, a year — on — year
growth of 55% . With the improvement to the levgl of consumption and safety aware-
ness, the demand for the logistics quality of food, pharmaceuticals, fast moving con-
sumer goods, agricultural products and other logistics is increasingly high. At the
same time, application of cold chain logistics has been further expanded.

The speed of outsourcing in manufacture is increasing rapidly. Manufacturing en-
terprises promoted the resources to concentrate on the main business. The level of lo-
gistics outsourcing in traditional manufacturing enterprise has improved significant-
ly. Logistics outsourcing of manufacturing enterprise such as IT, automotive, home
appliances and clothing have stepped into the supply chain integration. A number of
professional logistics enterprises with capabilities of services separated from the group
of companies and developed independently. Logistics enterprises separated from man-
ufacturing enterprises years before have made rapid expansion after several years of

market exploration.
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(3) The capacity of logistics enterprise is enhanced in specialized services

Enterprises take active measures to respond to costs rising and market chan-
ges. The cost of logistics enterprises elements hikes in 2012. The human cost rises on
average of 15% ~20% . Fuel price was about three times of the price in 2000, and
tolls accounted for more or less one — third of the cost of road transport. The interests
of fund in most enterprises were more than the profit level. Land prices for the logis-
tics industry in large and medium - sized cities and warehouse rent rose again. In re-
sponse to market pressures, large — scale logistics enterprises took measures of re-
structuring, integration, mergers and acquisitions, while small and medium - sized
logistics enterprises relied on public platform and Union development. Domestic ship-
ping companies slashed capacity to adjust their business structure. Express companies
faced risk in the traditional mode of franchisees. Directly — managed and revocation
became the trend gradually. In road freight market, a group of like the Transfar logis-
tics company, Linan Logistics Park and other entity platform and information platform
integrated social resources effectively. IPO of China Post Express has succeed, a
number of logistics enterprises with excellent market performance are actively prepar-
ing for listing.

Specialized service capabilities of companies have further enhanced. Enterprises
pay more attention to customer demand, developing personalized and integrated serv-
ices. There is emergence of a group of professional logistics enterprises with outstand-
ing ability in segments such as cold chain logistics, automotive logistics, urban dis-
tribution, real estate of logistics. Enterprises took measures of intensive management ,
technological innovation, management improvement and staff training to cope with the
pressure of rising cost. Some new modes of operation such as lean Logistic, joint dis-
tribution and supply chain integration have shown strong vitality. More and more en-
terprises extended the industrial chain, gradually transformed to integrated logistics
service providers from traditional logistics enterprises.

(4) The speed of cross — integration in business operation is accelerating

Various types of corporate took cross — border business. Trade and business en-
terprises extended services from the trading function to logistics. Logistics business
like stock market, trading, trading center got rapid development. A number of con-
sumer — oriented business enterprises and e — commerce businesses such as Su Ning,
Gome, Jingdong, Dangdang invested heavily in building and improving the logistics

network. Some enterprises applied for express license, and supplied service of its own
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logistics and distribution system to society. Express companies like China Post, SF
opened online business, and entered the field of e — commerce. The logistics enterpri-
ses involved in purchasing and distribution operations, and supplied integration serv-
ices of supply chain with the help of financial institutions. ‘

Depth fusion of a variety of business model has been happening. Manufacturing
and logistics industry developed jointly, enhancing collaboration in procurement,
production, marketing and other aspects. Manufacturing companies such as Lenovo,
Haier, FAW group deepened strategic cooperation with logistics companies, with pro-
motion of business process reengineering. Commerce industry developed with the lo-
gistics industry. A number of commercial enterprises like Bailian Group, Wumart,
Zhejiang Materials Industry Group Corporation, Tianjin Materials Industry Group Cor-
poration have transformed the traditional distribution channels into innovative circula-
tion patterns. Integration of financial and logistics enhanced the logistics industry in
the ability to control the entire supply chain. A variety of downstream business formats
such as automotive , appliance, electronics, pharmaceutical, retail has been in depth
integration, speeding up the change of supply chain collaborative approach.

(5) Integration and promotion of regional logistics and international logistics

The integration of regional logistics continued to develop. The integration of re-
gional logistics in the Yangtze River Delta, Pearl River Delta, the Bohai region and
midland has been promoted actively, establishing system of regional clearance, traffic
management and enforcement cooperation of roads law. Development of the logistics
industry in eastern part has reached an advanced stage speeding up transformation
and upgrading. The midland and western regions maintain rapid growth in logistics in-
frastructure due to the transfer of industry. A number of national logistics node city
like Beijing, Shanghai, Guangzhou, Chengdu showed obvious influence in accelerate
the development of areas around them. Midwest logistics cities such as Zhengzhou,
Wuhan, Xi’an have showed a good prospect.

International logistics showed plenty of opportunities. COSCO, Sinotrans, SF
and other large — scale logistics enterprises have entered the international market fol-
lowing the domestic manufacturing and construction enterprises and have made posi-
tive progress in the field of engineering logistics and courier logistics. Air transport
enterprises expanded actively in international route joined the League of Nations to
create an international airline. A large number of logistics enterprises actively promo-

ted overseas expansion and increased strategic investments, through mergers and ac-
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