Signs

What is the goods traffic, and the free cash

flow of fleet operators, telling us?

Drive-up in December as industrial
goods movement accelerates

Mining, steel and cement freight rates saw a healthy
on-month increase in December as construction activity
resumed. The extended south-west monsoon rains had
affected the rates in November.

Trend in freight rates

No of Dec- | Feb- | Apr- | Jun- | Aug- | Oct- | Nov- | Dec-
routes 20 21 21 21 21 21 21 21
Increase
[GRCGIa 115 | 129 20 66 147 132 32 109
rates

Decrease
in freight 44 30 138 93
rates

No

change
infreight 0 0 1 0 0 12 3 1

rates

Total 159 159 159 159 159 159 159 159

The rise seems to be driven by industrial activity as

almost on all routes, steel, mining and auto freight saw a
sequential rise. On the other hand, freight rates for fast-
moving consumer goods (FMCG)/fast-moving consumer
durables (FMCD), parcel/loose goods saw a sequential drop

in a few routes as consumer spending tapered after the
festive season
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CRISFrex
The CRISIL pan-India freight index
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A first-of-its-kind index in India, CRISFrex not only
captures the changes in freight rates on a sequential
basis, but also tracks the free cash flow, or FCF, (pre-EMI)
of transporters on an ongoing basis. Typically, higher FCF
improves demand for commercial vehicles.

Margins tick up as freight rates improve amid range-
bound fuel prices on-month
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Utilisation levels moderate partially after the festive peak in October 2021

e Free cash flow % (pre-EMI) —@— Average No. of Trips per truck (Oct 2020 = 100)

—@— Freight Index (Oct 2020=100) —@— Fuel cost per tkm (Oct 2020=100)
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Industrials see a strong recovery in December 2021
(Oct 2020 pan-India average =100)

Commodity Oct-20 | Dec-20 | Feb-21 | Apr-21 | Jun-21 | Aug-21 | Oct-21 | Nov-21 | Dec-21

Agri-products 106 114 127 1 105 119 128 119 125 The rise seems to be driven by industrial
Auto-carriers 105 96 activity as in almost all routes steel,
Cement 128 rr_1ining and auto freight saw a sequential

rise.
Container

On the other hand, freight rates for
FMCG/FMCD ’

FMCG/FMCD, parcel/loose goods saw
Market load a sequential drop on a few routes as
Mining consumer spending tapered after the
products festive season.
Parif“ Loose Despatches of textiles also rose over a
goods low base of November, where about a
Petroleum week or so was lost to the festive season
tankers in terms of production output of small
Steel and medium textile enterprises
Textiles

Note: The above freight analysis is based on CRISIL’s proprietary assessment of 159 unique application
combinations across 32 different routes and 11 different commodity types.
Operating costs include fuel, driver, toll, maintenance and tyre costs.

CRISFrex and FCF signals Discretionary goods such as automobiles and textiles also
saw an improvement in freight rates. The improvement

in auto carriers is driven by a slowly improving scenario

in terms of vehicle dispatches (which has thus far been
marred by supply issues), while that in textile is driven by
For consumer essentials such as FMCG/FMCD, which are restocking of inventory in December after festive buying
relatively resilient and stable segments, the drop was seen in November.

limited to less than 1% on-month.

Freight rates in December improved at a mid-single-digit
level on-month. They rose for almost all commodities
barring FMCG and petroleum products.

Cumulatively, the CRISFrex Index improved to 120 in

Industrials such as mining products (coal, iron ore, and December 2021 from _1 14 in the past mo_nth due to these
limestone), cement and steel are seeing a sequential factors. Further, relatively stable fuel prices have resulted
recovery as freight rates for these applications have in this increase translating into a direct increase in margins.
improved by more than 5%. A key driver for this FCF, (pre-EMI) as as_sessed t?y CRISIL, is estinjated to .be
improvement is the resumption in construction and mining at about 20% of freight earnings compared with 15% in
activities, which were subdued in December after a slow November 2021, translating into a sequential rise in terms
November due to prolonged monsoon. of margins, but margins are still slightly below levels seen in

December 2020.



Methodology commodity types and 5 truck platforms with differing load

bodies depending on the commodity carried.
CRISIL incorporates views of 100-150 transporters to

understand freight dynamics and operational aspects Our analysis depicts an aggregated view of the inputs
such as the number of trips and key cost heads (fuel, collected to arrive at a holistic picture of the overall
driver, toll, tyre and maintenance). trucking scenario in India.

This exercise is conducted on a closed sample of 159
route-commodity combinations spanning 32 routes, 11
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About CRISIL Limited
CRISIL is a leading, agile and innovative global analytics company driven by its mission of making markets function better.

It is India’s foremost provider of ratings, data, research, analytics and solutions, with a strong track record of growth, culture of innovation and global
footprint.

It has delivered independent opinions, actionable insights, and efficient solutions to over 100,000 customers.

It is majority owned by S&P Global Inc, a leading provider of transparent and independent ratings, benchmarks, analytics and data to the capital and
commodity markets worldwide.

About CRISIL Research

CRISIL Research is India’s largest independent integrated research house. We provide insights, opinion and analysis on the Indian economy,
industry, capital markets and companies. We also conduct training programs to financial sector professionals on a wide array of technical issues.
We are India’s most credible provider of economy and industry research. Our industry research covers 86 sectors and is known for its rich insights
and perspectives. Our analysis is supported by inputs from our large network sources, including industry experts, industry associations and trade
channels. We play a key role in India’s fixed income markets. We are the largest provider of valuation of fixed income securities to the mutual fund,
insurance and banking industries in the country. We are also the sole provider of debt and hybrid indices to India’s mutual fund and life insurance
industries. We pioneered independent equity research in India, and are today the country’s largest independent equity research house. Our

defining trait is the ability to convert information and data into expert judgments and forecasts with complete objectivity. We leverage our deep
understanding of the macro-economy and our extensive sector coverage to provide unique insights on micro-macro and cross-sectoral linkages. Our
talent pool comprises economists, sector experts, company analysts and information management specialists.
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