Signs

What is the goods traffic, and the free cash

flow of fleet operators, telling us?

Freight rates ease further with full
effect of excise-duty cut on fuel
passed on

In June, transporters passed on the full effect of a drop in
diesel prices, by lowering freight rates on several routes.

However, fleet utilisation also dropped. Utilisation in agri
products, auto-carriers, FMCG/FMCD, petroleum tankers,
and textiles declined at a faster rate. The remaining
segments, such as market load, parcel/loose goods, mining
(largely coal), and container saw, saw slower decline in
utilisation.

Freight rates

No of Oct- | Dec- | Jan- | Feb- | Mar- @ Apr- | May- | Jun-
combinations | 21 21 22 22 22 22 22 22

Increase in

freight rates 132 ‘ 109‘ 91 ‘ 72 ‘ 81 ‘143‘ 41 ‘ 12
freight rates
No changein
freight rates 12 ! 17 8 ! ! 2 3

Total 159 | 159 | 159 159 159 159 159 159

Source: CRISIL Research

InJune 2022, ~90% of the combinations saw a decline
in freight rates over May 2022.
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CRISIL Pan-India Freight Index (CRISFrex)
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CRISFrex indicates that freight rates have dropped on-
month with free cash flow (FCF; pre-equated monthly
instalment) going back to April 2022, largely due to a drop
in fuel prices.

Margins increase by 100 basis points

Operating costs (ex-EMI) m Free cash flow (pre EMI)
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Utilisation in June 2022

s Free cash flow, % (pre-EMI)

—@— Freight Index (Oct 2020=100)

—@— Fuel cost per tkm (Oct 2020=100)
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m Average no. of trips per truck (Oct 2020 = 100)
—@— Utilisation (Indexed to Oct 2020 = 100)
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Freight-rate contracts, on-month in June 2022 (Oct 2020 pan India average =100)
Commodity Oct-20 | Aug-21 | Oct-21 | Nov-21 | Dec-21 | Jan-22 | Feb-22 | Mar-22 | Apr-22 | May-22 | Jun-22
Agri-products 106
Auto-carriers
Cement
Container
FMCG/FMCD
Market load

Mining products

Parcel/loose
goods

Petroleum
tankers

Steel

Textiles

Note:

1) The freight analysis is based on CRISIL’s assessment of 159 unique application combinations across 32 routes and 11 commodity types.
2) Operating costs include fuel, driver, toll, maintenance, and tyre costs.
Source: CRISIL Research

CRISFrex and FCF signals

Fleet utilisation for agri-products, FMCG/FMCD and textiles
declined at a faster clip than other commodities on-month
in June, while for cement, container and mining products
(largely coal), the decline was comparatively slower than
other commodities.

Freight rates also witnessed a decline for almost all the
commodities, except mining (largely coal). The rates were
stable for mining, while for discretionary goods such as

118 118 118

112

Mar-22
Apr-22
May-22
Jun-22

Mining applications
(largely coal) saw a
flattish trajectory
in freight rates over
the past month

On the other hand,
freight rates for
agri-products,
container, cement,
petroleum tankers,
textiles and steel
saw a mid-single
digit decline

textiles, and bulk commodities such as cement, container,
and petroleum, the decline in freight rates was more than in

other commodities.

This translated into a drop in CRISFrex to 123 in June from

126 in May.

The industry’s FCF improved slightly to ~19% in June from
~18% in May, largely due to a fall in diesel prices. This
month saw the full effect of the Central government’s duty

cut.



Methodology commodity types, and five truck platforms with differing

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

understand freight dynamics and operational aspects, CRISILs analysis provides an aggregated view of inputs
such as the number of trips undertaken and key cost collected to arrive at a holistic picture of the overall
heads (fuel, 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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