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Going C2C and cross-border, Teleport
plans to shake up the logistics business

BY KHAIRIE HISYAM ALIMAN

elling freight belly spaceis big business.
Established in March lastyear solely
for that purpose, Teleport Commercs
Malaysia hit the runway running and,
last year alone, chalked up revenue of

RM200 million.

Even more impressive, the logistics arm of
AirAsia Group Bhd has been profitable since
its first year of operations. “Our net profit is
roughlyabout 5% to 10%,” Teleport’s CEQ Pete
Chareonwongsak tells The Edge.

This year, AirAsia has publicly announced
that Teleport expects to double or better last
vear’s bottorn line. But that is mostly from the
contract air freight business which is only one
aspect of what Teleport aspires to do.

Teleport’s endgame is to disrupt the logistics
sector by making the infrastructure directly
accessible to the masses, including consum-
er-to-consumer (C2C) deliveries.

“These are individual consumers that do
not use air freight because, essentially,they do
not have [the] access. The access is controlled
by freight forwarders,” says Chareonwongsak.

“So,we want to enable this by opening up
the space that we have for the people who
sell on social media, for small businesses and
individual merchants on marketplaces, to es-
sentially fulfil [by] themselves.”

However, there is an even larger goal: to
enable this on a cross-border scale.

“Cross-border, I think, is the next battle-
ground for logistics over the next five years,”
he adds.

In a nutshell, Teleport aims to enable in-
dividuals and small business owners to ship
their parcels and products cross-border in 24
hours or less eventually.

Chareonwongsak describes it as compa-
Table to a Grab Delivery service that delivers
across countries,

It is not easy as parcels are subjected to
rigorous, time-consuming checks, as well ag
other procedures before crossing borders and

Creating an enabling

regulatory environment
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Bank Negara governor Nor Shamsiah
Mohd Yunus; Hong Kong Monetary Authority
deputy CEO Arthur Yuen; chief digital adviser
to the International Monetary Fund IHervé
Tourpe; Tencent Holdings Ltd vice-president
and head of fintech Jim Lai; MDEC CEO Su-
tina Shulai; Malayan Banking Bhd group
president and CEQ Abdul Farid Alias; CIMB
Group CLO Tenglku Zafrul Aziz; Europe’s
No 1 ethical hacker Jamie Woodruff; Mike
Eubanks {(supervisory special agent at the
Federal Bureau of Investigation); and Yeap
Yoke Peng (Cybercrime Division CCID, Polis
Diraja Malaysia).

The future of fintech promises much
but also requires much, says Bank Nega-
1a. “It is not without risks. But with the
right approach,its potential is within reach.
Malaysia is poised to ride the incoming
wave of technology and realise the bene-
fits of fintech innovation. Over the coming
years,Malaysia's financial landscape is ex-
pected to be transformed, driven by lead-
ing innovations in the space of electronic
know-your-customer processes, artificial
intelligence, distributed ledger technology,

" (over 70% smartphone ownership) makes

sometimes, undergo similar controls twice at
both the origin and destination,

This is an area where Teleport is active-
ly engaging stakeholders, including airport
OpeTators.

Chareonwongsak says the next step is to
launch its social commerce portal, teleport.
social. However, it is not as simple as building
a website where people can book small-scale
belly space for their parcels and track their
shipments,

The vision is to have an integrated solution
that includes cross-border payment capabil-
ity and support in managing legal require-
menits, such as customs clearance and other
paperwork.

“When you talk to C2C, you can’t just say,
‘Hey, here’s some space’,and you book it. That
is not how it works. You've got to build an in-
tegrated solution for them and that is what
we're trying to do on the social side.”

If Teleport can roll out a “meaningful prod-
uet” in that vein by the end of the year, the
next hurdle will be to scale the offering up
regionally, he adds. The key will be RedBox,

open API, cybersecurity and more. It will
become more searmless, more digital, with
customers at its core.

“In fact, the foundations are already in
place. Malaysia’s high level of financial in-
clusion (characterised by 99% of the popula-
tion having access to at least one financial
access point),highly banked population (95%
of adults have a deposit-taking account)
and population familiar with technology

it well-suited to quickly adopt novel tech-
nologies that can augment and enhance
current offerings.” Bank Negara says it has
focused on creating “an enabling regulatory
environment” to encourage innovation and
realise the promise of fintech.

“Bank Negara’s vision for the future of
fintech is one that embodies the following |
elements — safe, agile and collaborative.

In essence, the future of fintech will bring
about a financial sector that is not only safe,
but also sustainable and transformative. It
aspires to evolving a financial services in-
dustry that uplifts livelihoods, empowers
individuals and catalyses entrepreneur-
ship,” it says. €]
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AirAsia’s door-to-door logistics solution, also
held under Teleport.

“We won't want to be a Malaysian trick
pony; we want to be a regional-trick pony”

For now, the company’s five-year target is to
achieve 300,000 parcels on a daily basis from
the C2C segment.

Itis an ambitious plan to ride on Southeast
Asia’s strong e-commerce growth trajectory,
driven by a growing middle-class population
with increasing levels of disposable income.

Last year, the e-commerce pie in the re-
gion — measured by gross merchandise value
(GMV) — broke past US$23 billion (RM95.57
billion),according to the “e-Conomy SEA 2018
— Southeast Asia’s Internet economy hits an
inflection peint” report jointly released by
Google and Singapore’s Temasek.

“On the back of the increased consumer
trust in e-commerce demonstrated by South-
east Asian Internet users,we have revised our
projections and now estimate that the e-com-
merce sector will exceed US$100 billion by
2025, the report says.

On a wider perspective, Teleport is a man-
ifestation of AirAsia’s digital business that is
more than just Asia’s largest budget airline
group.

Inanutshell AirAsia is looking to leverage
its passenger data to create new businesses
that include revamping its online duty-free
store and rolling out a cross-border e-wallet
called BigPay.

The data is sizeable — last year, AirAsia
Group flew44.4 million passengers while AirA-
sia X flew 6.2 million. ForTeleport, the available
passenger data will aid its C2C push by pro-
viding a ready-made base of potential buyers.

In otherwords,over time, Teleport can use
its data to suggest new products to its passen-
get base based on known preferences.

“Product discovery is the holy grail of where
we want to go. That's the endgame,” says
Chareonwongsak.

Utllisation raite at only 15% at
present, time to leverage data
Despite a long-term strategy based on disrupt-
ing the logistics industry,Teleport’s short-term
growth will rely on the sector’s traditional
players.

1ts 2018 top line was driven by partnerships
with 10 freight forwarders, including Tasco
Bhd and GD Express Carrier Bhd — basically
business-to-business (B2B) activity. But that is
just the tip of the runway for Teleport.

According to Chareonwongsak, the air
freight market in Southeast Asia is worth
US$4 billion while the global average air freight
utilisation is around 44%.

In comparison,its RM200 million revenw
last year — about 1.9% of AirAsia Group’s full
year revenue — amounts to slightly more tha
1% of the regional pie.

“We’re about 7% [of the] capacity in South
east Asia,so we're under index,” he says.

Last year, Teleport carried 150,000 tonnes o
cargo.That adds up to a utilisation rate of jus
15% of AirAsia Group's entire network capacit

As at end-2018, the group had 226 planes
Half the tonnage carried was on itswide-bod
planes and the rest on narrow-bodies.

“The reason why we're at 15% utilisation i
because our existing custormners today can ont
find a business for 15% of our space”

Teleport can carry cargo on any AirAsi:
flight to any destination within the group’
network, essentially covering 110 airports.

In a nutshell, Teleport acts as a commis
sion-based single sales agent for available carg
space on AirAsia planes and pays each airlin
a share of the income for space sold.

‘While measuring the available capacity ha
been a constant challenge for the company
a rule of thumb is that a narrow-body plan:
can catiy an average of three tonnes of carg:
while a wide-body plane can carry an averag
of 10 tonnes. As a snapshot, last vear, Telepor
paid AirAsia X Bhd about RM88 million as it
share of the business.The utilisation of AirAsi:
X’s available belly space is at about 40%, say
Chareonwongsak.

But having built a sizeable business quickt
based on the traditional consolidated natur
of the logistics sector,why does Teleport ever
need to tap the C2C segment?

“Today, if you look at our current marke
we've got two extremes: Extremely consoli
dated B2B and extremelyunconsolidated C2C,

“So by targeting the two bookends, you hav
the infrastructure to,essentially, target anyon
in between because you've built the infrastruc
ture for two extremes in the market,” he adds

The key is the size. While the B2B carg
volume, consolidated in a handful of player:
1s easieT to pursue, it is also why everyone ha
jumped in.

In comparison, individual customers ar
very large as an aggregate but the extreme frag
mentation poses a steep challenge to amass
ing meaningful volumes. “That’s hard, [and
that's why everyone avoids it, But eventuall
that’s the market that we think has the mos
opportunity.”

Teleport has already moved to capitalise o
the space. For starters, in November last yea
RedBoxwas selected as the East Malaysia logis
tics partner for Singapore-based e-commerc
platform Shopee. The partnership took effec
from Dec 1,2018.

Inaddition, Teleport is currently preparin;
to carry limited types of items classified a
“dangerous goods” (DG) by regulators — ba
sically, the lowest category of items, such a
batteries, power banks and other electroni
equipment.

“If you think about e-commerce, 50% of i
is electronics. So, if we can’t carry electronic:
that’s a problem for our vision of the future,
says Chareonwongsak.

He estimates that by the third quarter ¢
2019, AirAsia X will be ready to carry the so
called dangerous goods,and AirAsia Malaysiab
year-end. India is already DG-certified, he add:

“We want the Philippines to come on
line spon. Thailand is the second largest &
terms of our network reach so we also wan
it to come online as soon as possible. Let’
see how fast the regulators and we ca
work it out. But these things take time,
Chareonwongsak says. I



