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We support, shape and stand-up for
safe and efficient logistics

Logistics UK is one of the biggest business groups in the UK, supporting,
shaping and standing up for efficient logistics. We are the only organisation in
the UK that represents all of logistics, with members from the road, rail, water
and air industries, as well as the buyers of freight services such as retailers and
manufacturers whose businesses depend on the efficient movement of goods.

An effective supply chain is vital to Keep Britain Trading, directly impacting over
seven million people employed in making, selling and moving the goods that affect
everyone everywhere.

With Brexit, technology and other disruptive forces driving changes in the way
goods move across borders and through the supply chain, logistics has never been
more important to UK plc.

As champions and challengers, Logistics UK speaks to Government with one voice
on behalf of the whole sector, greatly increasing the impact of our messages and
achieving amazing results for members.

T:03717 1122 22
W: www.logistics.org.uk/executivemembership

RPGCC..

RPGCC is a full-service audit and accounting firm listed in the Accountancy Age
50 + 50. We offer all the services you would expect from a firm of our size from
audit, accounting, bookkeeping and payroll through to due diligence, advice on

mergers and acquisitions and independent financial advice.

Our service lines are all Partner-led, there are no robots or Al here. Just real
people providing professional advice assisted by best-in-class technology.

Each of our clients is different with their own unique qualities and requirements.
We know that a one size service does not fit all. Our team use their expertise and
innovative thinking, together with a personal approach to help, guide and support
boards, business owners, entrepreneurs, and private clients helping them to
achieve their goals and the best possible financial outcomes.

T: 0207870 9050
W: www.rpgcrouchchapman.co.uk
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All figures and data relating to the UK Logistics Sector M&A Index within this
report have been researched by Analytiga (www.analytiga.com). Logistics UK and

~ An a |yt I q a RPG Crouch Chapman take no responsibility for the accuracy or completeness of

the information given, nor liability for the impact of any decisions made based on
information contained and views expressed.

All rights in this documentation, including (but not limited to) copyright, trade marks, logos, designs, concepts, ideas, methodologies,
confidential information or other intellectual property or proprietary rights (‘IPR’), is owned by Logistics UK or used under licence from
third party owners. Any use of this documentation or its contents, including copying or storing it or them in whole or in part, other than for
your internal business purposes, is prohibited without the written permission of Logistics UK. You are prohibited from copying, modifying,
transmitting, distributing, selling, displaying, licensing or reproducing any content including images and other media in this documentation
for any commercial purpose of your own. In addition, you will treat the confidential information in this document as confidential and will
require those in your organisation to do the same, and will not disclose or not reproduce any confidential information contained within this
documentation in any form, including electronic readable or hard copy form, except with Logistics UK’s prior written consent. Logistics UK
does not provide any guarantee or warranty in respect of information or IPRs belonging to other third parties.
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It has been more than two years since
the last UK Logistics M&A Sector
Index survey was commissioned.

The last, published in the autumn of
2021, showed something of a bounce
back in business activity following the
COVID-19 pandemic.

However, the disruption caused by
the pandemic continues to cast a long
shadow, and since our last report

the war in Ukraine in early 2022 has
caused energy prices to spike. The
ripple effect of this has contributed
to double-digit inflation and a higher
interest rate environment in the UK,
which has had a dampening effect

on consumer confidence. Added to
which, a spate of attacks on vessels
in the Red Sea is leading to shipping
lines and shippers to suspend
operations along the Suez Canal, one
of the world’s most important routes
for oil and other shipments. This is
adding further pressure on logistics
companies and global supply chains.

Given these economic headwinds, it
should come as little surprise that

the numbers in this report suggest a
degree of caution in M&A activity over
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the next year, particularly for larger
(£100 million+) transactions. The
Office for National Statistics (ONS)
reports a decline of almost a quarter
in total M&A transactions involving
UK companies during Q2 and Q3 in
2023. This trend mirrors our survey’s
indication of a significant drop in M&A
activity in the logistics sector.

However, logistics businesses are
optimistic about the future of M&A
activity, and most of our respondents
think consolidation through M&A
activity will continue in the logistics
sector over the next 12 months. The
ONS data, coupled with the Bank

of England’s report on subdued
investment intentions and weak
credit demand, convey a challenging
economic environment. This context
helps explain the cautious approach in
M&A activities noted in our research.

We trust you will find this report
useful and informative and urge you
to consider its findings.

DAL Algp B
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RPG Crouch Chapman and Logistics UK in conjunction with leading independent
research firm Analytiga, have undertaken the latest survey of companies’
expectations for mergers & acquisitions (M&A) activity in the sector over the next
12 months.

These results draw on the insights of 100 senior executives within UK logistics
companies - 3PLs, freight forwarders, express and haulage - to provide a view
on expected trends in M&A, including valuations, as well as addressing a range
of issues currently facing the sector, including business investment, productivity
and decarbonisation.

UK Logistics Sector M&A Index

This is the fourth M&A Index for the UK logistics sector undertaken on our behalf
by Analytiga, the first three having been undertaken in 2020, Q12021 and 2021.

The UK Logistics Sector M&A Index score for 2024 is 41.9, which is a
significant decrease on the 62.8 score recorded in our last survey in 2021 and
even lower than the 45.4 score recorded in 2020 during the middle of the
COVID-19 pandemic.

Whilst our survey suggests a lower level of M&A activity in 2024, and an expected
fall in the valuation of logistics companies, more than nine out of ten respondents
think consolidation through M&A activity will continue in the sector over the next
12 months. This is set against a wider backdrop of economic uncertainty, with the
UK economy estimated to have contracted by 0.1% in the third quarter of 2023.

1 M&A Index and business sentiment

1.1 Aless confident and positive outlook is emerging in the UK logistics sector,
suggesting that expectations of future M&A activity are lower than our
previous surveys.

1.2 Our M&A Index score has fallen to 41.9, almost a third lower than it was in the
last reportin 2021.

1.3 Far fewer logistics businesses are optimistic about the outlook for the sector,
with the average optimism score standing at 5.5 out of 10, compared to 7.1 out
of 10 in our 2021 survey.

1.4 This outlook is reflected in our participants’ views on their expectations for
profitability in the current financial year, with 57% forecasting lower profits
and the median fall in profits expected to be 5%.
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Current challenges

Price pressures from customers top the list of factors that are having a
negative impact on company performance.

Increased labour and fuel/energy costs are also a significant negative factor.

Valuation and consolidation

The trend for consolidation is set to continue and may even increase.

Just under 20% of respondents have undertaken M&A activity in the last
12 months.

92% of those surveyed predict that consolidation will continue over the next
12 months.

In terms of valuations of logistics companies, 63% of participants feel that
they have fallen over the last year and 46% think they will continue to fall
over the next. Both of these are significantly higher than our last survey.

For those companies who will undertake M&A activity, most are anticipating
doing transactions up to £10 million and in the UK. However, more
respondents said they will be looking at transactions outside of the UK.

Larger size M&A transactions, especially those over £100 million, are forecast
to experience a significant fall in volume. However, it was noted that CEVA
Logistics had made a substantial cash offer for Wincanton plc at the time

of publication.

Business investment

Almost two thirds of respondents are looking to increase levels of investment
in their business over the next 12 months.

The prospect of a General Election in 2024 will not impact the investment
plans of 81% of respondents.

Productivity challenges

The main impediments to company productivity are financial, particularly the
challenges of managing costs in an inflationary environment.

Geopolitics, supply chain disruption and staff recruitment will also present
significant challenges to productivity in the next 12 months.

Future intentions

More than two thirds of respondents are unlikely to undertake M&A activity
over the next 12 months.

Of those respondents likely to undertake M&A activity, the main ‘timing’
driver is a recent change or review of company strategy.

UK LOGISTICS SECTOR MERGERS AND ACQUISITIONS (M&A) INDEX 2024
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7 Key M&Adrivers

7.1 Interms of operational or commercial drivers behind decisions to undertake
M&A activity, more than one in six respondents (17%) report the desire to
expand their service offer.

7.2 Respondents’ wish to enhance the resilience of their business and achieve
economies of scale also features highly.

7.3 Valuation of targets is cited as the greatest challenge to respondents’
businesses when considering whether to undertake M&A activity.

7.4 Thereis a big swing towards horizontal integration (that is, acquiring
companies with similar services to the acquiror), which is expected to be the
most popular type of M&A activity during 2024.

8 M&A success factors

8.1 Managing culture and change emerges as the number one factor contributing
to an M&A’s success.

8.2 Achieving synergies and having an effective post-integration plan are also
key elements.

9 Financing M&A

9.1 Thereis a slight shift in the way operators plan to obtain the finance they
need to undertake M&A projects.

9.2 More operators are making greater use of their own financial resources to
fund M&A.

9.3 The single most popular way of funding M&A is through a combination of
internal resources and bank loans.

9.4 Logistics businesses looking to undertake M&A activity over the coming year
are generally relying on tried and tested technigues to structure the deal.

9.5 Successful cultural integration is seen as the main challenge on completion of
an M&A deal by almost a quarter (23%) of respondents.

9.6 Systems and technology integration is a close second for one in
five companies, followed by managing customer expectations and
employee retention.

10 Barriers to M&A activity

10.1 Alternative, higher priority strategies are the major barrier to undertaking
M&A activity for four in ten respondents.

10.2 Fewer than one in six respondents cite the overall outlook of the logistics
sector as a potential barrier to M&A activity.
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11 The road ahead for M&A activity in logistics

111 The cost-of-living crisis, energy inflation and customer price pressures
continue to present challenges for logistics, while decarbonisation moves up
the agenda.

11.2 More than half of respondents will not undertake any form of M&A activity in
the coming year.

11.3 Valuations of companies have fallen significantly over the last year and are
expected to continue to fall during 2024.

1.4 Under afifth of respondents are undertaking background research on target
companies and compiling lists.

1.5 Just under a third of respondents (31%) have mid-term strategies for
M&A activity.
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