
www.cevalogistics.com

 Quarter Three 2018

CEVA Logistics AG

Management Report



 

1 

 

Management Report 

Third Quarter 2018 

Table of Contents 

 

About CEVA .................................................................................................................................................................................... 2 

Third Quarter and First Nine Months 2018 Highlights ................................................................................................................. 2 

Group Operating and Financial Review ........................................................................................................................................ 5 

Business Lines Operating and Financial Review ........................................................................................................................... 8 

Definitions .................................................................................................................................................................................... 11 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Cautionary statement: This document contains forward looking statements which are subject to risk factors associated with, amongst others, 
the economic and business circumstances occurring from time to time in the countries and markets in which the Group (as defined below) 
operates. It is believed that the expectations reflected in these statements are reasonable but they may be affected by a wide range of 
variables, which could cause actual results to differ materially from those currently anticipated. 
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About CEVA 

CEVA Logistics AG (the “Company”), the surviving entity following a legal merger with CEVA Holdings LLC, completed an IPO on the SIX Swiss 
Exchange (the “IPO”) on 4 May 2018, which successfully closed on 8 May 2018. The Company and its subsidiaries (collectively, the “Group” 
or “CEVA”) comprise one of the world’s leading asset-light third-party logistics companies, offering a broad spectrum of services in both 
Contract Logistics and Freight Management. CEVA designs, implements and operates complete supply chain solutions for multinational and 
small and medium sized companies on a national, regional and global level. CEVA’s integrated service offerings span the entire supply chain. 
CEVA’s Freight Management services include international air, ocean and ground freight forwarding, customs brokerage and other value-
added services and its Contract Logistics services include inbound logistics, manufacturing support, outbound/distribution logistics and 
aftermarket/reverse logistics. As of 31 December 2017, CEVA’s combined global network comprised about 1,000 locations, utilizing a total 
of approximately 9 million square meters of warehousing space in over 160 countries, supported by more than 56,000 employees and 
temporary/third-party agency workers.  

CEVA has built leading market positions by understanding its target industry sectors and applying extensive expertise to design and 
implement customized logistics solutions that address industry-specific supply chain requirements. CEVA has deep expertise in a range of 
industries, including automotive, technology, industrial and aerospace, consumer and retail, energy and healthcare. CEVA’s knowledge of 
customers’ supply chain functions and sector expertise allows CEVA to develop more cost-effective solutions for them, creates competitive 
advantages for its customers, and puts CEVA in a strong position to grow its business.  

 

Note: throughout the text, EBITDA is before specific items and share based compensation (“SBC”), and Adjusted EBITDA includes the Group’s 
share of the ANJI-CEVA joint venture. 

Third Quarter and First Nine Months 2018 Highlights 

Key Financial Results  
 

 
 

 

Delta @actual rate Delta @constant rate

$ millions 2018 2017 in millions / % / bps in millions / % / bps

Revenue                                       1,810                                       1,782 1.6% 4.7%

EBITDA before specific items and SBC                                              29                                              69                                            (40)                                            (36)

EBITDA margin 1.6% 3.9%  (230) bps  (220) bps 

Adjusted EBITDA1                                              55                                              85                                            (30)                                            (27)

Profit/(Loss) for the period                                            (86)                                            (22)                                            (64)                                            (65)

Basic and diluted EPS (USD)                                        (1.56)                                        (1.91)

Adjusted basic and diluted EPS (USD)                                        (0.85)                                        (0.43)

FM EBITDA margin 2.5% 3.1%  (60) bps  (50) bps 

CL EBITDA margin 0.8% 4.6%  (380) bps  (360) bps 

Net working capital                                         (127)                                         (163)

Net capital expenditure2                                              25                                              24 

Free cashflow                                            (64)                                                 9 

Net debt                                       1,241                                       2,105 

Net debt / LTM Adjusted EBITDA                                             4.6                                             7.8 

Headcount (FTE's including temp)                                    58,853                                    55,172 

THREE MONTHS ENDED 30 SEPTEMBER

Delta @actual rate Delta @constant rate

$ millions 2018 2017 in millions / % / bps in millions / % / bps

Revenue                                       5,448                                       5,099 6.8% 5.0%

EBITDA before specific items and SBC                                           148                                           173                                            (25)                                            (20)

EBITDA margin 2.7% 3.4%  (70) bps  (50) bps 

Adjusted EBITDA1                                           198                                           209                                            (11)                                               (8)

Profit/(Loss) for the period                                         (198)                                         (124)                                            (74)                                            (67)

Basic and diluted EPS (USD)                                        (5.59)                                     (10.78)

Adjusted basic and diluted EPS (USD)                                        (2.88)                                        (7.04)

FM EBITDA margin 2.5% 2.4%  10 bps  20 bps 

CL EBITDA margin 2.9% 4.2%  (130) bps  (110) bps 

Net capital expenditure2                                              72                                              72 

Free cashflow                                         (278)                                         (128)

NINE MONTHS ENDED 30 SEPTEMBER
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The tables above show the Group’s key consolidated financial results for the three and nine months ended 30 September 2018 and 2017.  
  
¹ Includes the Group’s share of EBITDA from joint ventures, and excludes specific items and non-cash share based compensation costs (“SBC”) 
2 Capital expenditure excluding finance leases 
 

Overview 

CEVA’s revenue increased by 5.0% in constant currency in the first nine months of 2018 and by 4.7% in constant currency in the third quarter. 
Excluding one-time provisions impacting our Italian Contract Logistics operation, our business continued to perform broadly in line with 
management’s expectations with an Adjusted EBITDA of US$198 million in the first nine months of 2018 and US$55 million in the third 
quarter. Progress was made in productivity, cost reduction and other margin improvement initiatives.The situation with a couple of contracts 
in Italy in the Contract Logistics business has continued to be challenging and resulted in a negative impact on EBITDA of US$26 million in the 
third quarter caused by operating losses and provisions for onerous contract and risks. Anji-CEVA had a strong third quarter and also 
benefitted from a US$14 million (our share) gain on the sale of an asset in September 2018 (US$ 6 million in the third quarter 2017). 
Furthermore, the translation effect of some currencies into USD, notably the BRL (Brazilian Real) and the TRY (Turkish Lira), negatively 
impacted EBITDA by a further US$4 million for the first nine months of 2018 and US$3 million in the third quarter.  
 

Progress on Our Strategy  

The IPO on SIX Swiss Exchange in May 2018 has been a transformative event for the Company and has allowed us to significantly strengthen 
our financial position, which is expected to accelerate growth with existing and new clients. Equally, the strategic partnership with CMA CGM, 
the third largest ocean container liner, which has a 33% stake in the Group, will create further opportunities. A full refinancing of our debt, 
at much lower interest rates, was successfully completed in August 2018 which will substantially reduce our future finance charges.  
 
On 25 October 2018, the Company announced that it will broaden the partnership it has with CMA CGM, its major shareholder and strategic 
partner. As part of this initiative, the Company will acquire the freight management business of CMA CGM, subject to antitrust approval. The 
Company’s Board of Directors believes that the partnership with CMA CGM will provide an attractive value proposition to all its stakeholders 
in the mid and long term. Additionally, the Company’s Board has agreed with CMA CGM, that CMA CGM will offer to the Company’s 
shareholders wishing to exit their investment in the Company to purchase their shares for CHF 30.00 per share. The Company and CMA CGM 
have agreed that CEVA Logistics AG will remain a listed company with an arm's length business relationship with CMA CGM.    
 
CEVA Logistics and CMA CGM are convinced of the substantial growth and value creation potential of this strategic partnership and future 
collaborations. The strategic partnership between CEVA Logistics and CMA CGM will generate new commercial opportunities supported by 
an investment in digital transformation and further increased operational efficiency to deliver strong and sustainable value creation to 
shareholders and customers. 
 

Good Business Momentum 

CEVA experienced continued strong momentum across all sales segments and business lines, with new business wins up approximately 8% 
YTD. Significant new contracts and extensions were won in the three months ended September 30, 2018: in Air and Ocean freight we won 
contracts with Technology and Automotive customers, in Contract Logistics mostly with Automotive, Healthcare, Consumer & Retail clients. 
The partnership with CMA CGM started to deliver additional opportunities. Finally, the Group is investing in its salesforce in order to 
accelerate sustainable growth in strategic geographies and segments.  
 

Strategic Initiatives 

We have also made progress on our key strategic initiatives, including the Excellence Programme, in the first nine months of 2018 despite 
the challenges in Contracts Logistics in Italy and, to a lesser extent, in the US Ground operation which have more than offset productivity 
gains. These initiatives can be summarised as follows: 
 

 increasing profitability in Freight Management by improving productivity, narrowing the productivity gap with peers through 
automation and standardizing processes; strengthening net revenue through better pricing and procurement; leveraging solutions 
and strengthening the ocean freight product; addressing low-margin businesses in other Freight Management services; 
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 increasing profitability in Contract Logistics by strengthening performance in key operations by applying best practices and re-
engineering; addressing low-margin contracts and sites; winning business more effectively with standardized solutions; and more 
robust approaches to pricing and capital employed; and 
 

 accelerating growth by strengthening key account relationships and increasing share of wallet, developing more multi-national 
customers, leveraging products, solutions expertise, innovation and increasing sales force effectiveness. We may also pursue 
selective M&A opportunities in the future. 
 

 
In Freight Management, we have increased productivity measured in Files per Operator by 6.6% in Air and by 5.4% in Ocean year on year; 
losses in our US VAS (value added services) operation reduced by approximately US$7 million for the first nine months of 2018 compared to 
the same period of 2017. 
 
In Contract Logistics, the productivity improvements for our Focus Contracts in the current wave (which account for approx. 10% of total CL 
revenues) increased by about 30bps, while the low-margin contract initiative is also gaining traction, with 50% of contracts either terminated, 
repriced or improved.  
 
CEVA experienced continued strong momentum across all sales segments and business lines, with new business wins up almost 8% year over 
year in the first nine months of 2018. Significant new contracts and extensions were won in the third quarter of 2018: several new Air and 
Ocean freight contracts with Technology and Automotive customers, as well as significant new Contract Logistics contracts with Automotive, 
Healthcare, Consumer & Retail Customers. The partnership with CMA CGM has delivered over US$10 million additional revenues at the end 
of the third quarter of 2018. Finally investments, including a salesforce headcount increase of 10%, have been agreed in order to accelerate 
sustainable growth in strategic geographies and segments.  
 

Further Progress in Technology 

As part of CEVA's long term digitisation initiative, the company announced a partnership with IBM and Maersk. TradeLens - the joint solution 
- is based on blockchain technology and increases levels of transparency and visibility along the customers' supply chain. CEVA became one 
of more than 90 organisations worldwide involved in the TradeLens global solution which also includes more than 20 port and terminal 
operators, customs authorities and 3PLs.  
 
In addition, CEVA Logistics announced the successful implementation of its 100th customer on its Matrix Warehouse Management System 
(WMS). MATRIX WMS is a proprietary, market leading solution incorporating proven business processes defined by CEVA Logistics' experts. 
It is a core element of the company's IT strategy of standardizing its systems application landscape. More than 80% of the new business wins 
are now on MATRIX WMS and further, more than 50 implementations are scheduled over the coming months. In a single warehouse or a 
multi-user warehouse across the globe, MATRIX WMS executes the same processes from a single point of integration. It provides automated 
real-time information exchange to maintain visibility of inventory movements which in turn ensures comprehensive traceability. Having a 
standardized solution allows CEVA Logistics to offer customers lower costs in implementing and maintaining the system. It delivers CEVA 
Logistics' global best practices for warehousing, increases operational efficiency and visibility in warehouses as well as facilitating training of 
staff on the system. As it migrated customers to WMS Standard, CEVA Logistics is retiring many legacy systems in Contract Logistics. This 
results in lower development and maintenance costs. 

Debt Refinancing completed  

The Company successfully completed its comprehensive refinancing in early August 2018. CEVA raised €300 million of 5.25% Senior Secured 
Notes due 2025, a US$475 million Secured Term Loan B due 2025 and a US$585 million Senior Revolving Credit and Ancillary Facility due 
2023. CEVA repaid or redeemed all its previous credit facilities and notes, including the 9% First Lien Senior Secured Notes which were 
redeemed in early September 2018. Through the IPO and the refinancing, the Company raised approximately US$1.2 billion in equity and 
approximately US$1.4 billion in new debt facilities. In addition, the Company has approximately US$450 million of existing ABS/ABL facilities. 
CEVA has achieved longer maturities, more flexibility, enhanced liquidity and much lower interest cost through the deleveraging and the 
refinancing. Its annual interest costs will reduce by more than US$100 million, subject to prevailing Libor rates. The Company is committed 
to further deleveraging with a target of 1.5x-2.0x Net Debt/Adjusted EBITDA in the medium-term. 

Outlook 

Although 2018 FY results will be impacted by the contract logistics issues in Italy, CEVA is confirming its medium term targets to grow revenue 
above market and to increase EBITDA margins from the 3.3% achieved in 2017 to at least 4%; which should result in an additional 
approximately US$100 million in Adjusted EBITDA, excluding any additional benefits from the much closer cooperation with CMA CGM. 
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Group Operating and Financial Review 

Revenue 

Revenue increased by 1.6% to US$1,810 million for the three months ended 30 September 2018 from US$1,782 million for the three months 
ended 30 September 2017. On a constant currency basis, the increase is 4.7%. For the nine months ended 30 September 2018, revenue 
increased by 5.0% in constant currency. The tables below show the Group’s operating segment revenue for the three and nine months ended 
30 September 2018 and 2017: 

 

 

 

EBITDA before specific items and SBC and Adjusted EBITDA 

The Group’s EBITDA before specific items and SBC was US$29 million for the three months ended 30 September 2018 and US$148 million 
for the nine months ended 30 September 2018. EBITDA margin was 1.6% for the three months ended 30 September 2018 and 2.7% for the 
nine months ended 30 September 2018. These results are significantly impacted by the challenging situation experienced in Italy in the 
Contract Logistics business which resulted in a negative impact on EBITDA of US$27 million in the third quarter of 2018. Furthermore, the 
translation effect of some currencies into USD, notably the BRL and the TRY, negatively impacted EBITDA by a further US$4 million for the 
first nine months of 2018 and US$3 million in the third quarter of 2018.  
 
Adjusted EBITDA amounted to US$55 million in the three months ended 30 September 2018 compared to US$85 million in the three months 
ended 30 September 2017. On a constant currency basis, our Adjusted EBITDA reduced by US$27 million compared to the three months 
ended 30 September 2017. For the nine months ended 30 September 2018, Adjusted EBITDA decreased by 3.9% in constant currency versus 
the same period in the prior year. These results reflect the group’s performance as well as the strong growth at Anji-Ceva, which includes a 
capital gain on an asset disposal for US$14 million (CEVA’s share) compared with a capital gain of US$6 million (CEVA’s share) in the third 
quarter of 2017. 
 
The tables below shows the Group’s operating segments EBITDA before specific items and share-based compensation (SBC) for the three 
and nine months ended 30 September 2018 and 2017: 

 

 

  

Delta @actual rate Delta @constant rate

$ millions 2018 2017 % %

Freight Management                                           881                                           840 4.9% 6.8%

Contract Logistics                                           929                                           942 -1.4% 2.8%

Total revenue                                       1,810                                       1,782 1.6% 4.7%

THREE MONTHS ENDED 30 SEPTEMBER

Delta @actual rate Delta @constant rate

$ millions 2018 2017 % %

Freight Management                                       2,537                                       2,331 8.8% 6.9%

Contract Logistics                                       2,911                                       2,768 5.2% 3.4%

Total revenue                                       5,448                                       5,099 6.8% 5.0%

NINE MONTHS ENDED 30 SEPTEMBER

Delta @actual rate Delta @constant rate

$ millions 2018 2017 in millions / bps in millions / bps

Freight Management EBITDA before specific items and SBC 22                                            26                                            (4)                                              (3)                                              

Contract Logistics EBITDA before specific items and SBC 7                                               43                                            (36)                                           (33)                                           

Total EBITDA before specific items and SBC 29                                            69                                            (40)                                           (36)                                           

EBITDA from joint ventures 26                                            16                                            10                                            9                                               

Total Adjusted EBITDA 55                                            85                                            (30)                                           (27)                                           

Total EBITDA margin 1.6% 3.9% (230) bps (220) bps

Freight Management EBITDA margin 2.5% 3.1% (60) bps (50) bps

Contract Logistics EBITDA margin 0.8% 4.6% (380) bps (360) bps

THREE MONTHS ENDED 30 SEPTEMBER

Delta @actual rate Delta @constant rate

$ millions 2018 2017 in millions / bps in millions / bps

Freight Management EBITDA before specific items and SBC 64                                            56                                            8                                               9                                               

Contract Logistics EBITDA before specific items and SBC 84                                            117                                         (33)                                           (29)                                           

Total EBITDA before specific items and SBC 148                                         173                                         (25)                                           (20)                                           

EBITDA from joint ventures 50                                            36                                            14                                            12                                            

Total Adjusted EBITDA 198                                         209                                         (11)                                           (8)                                              

Total EBITDA margin 2.7% 3.4%  (70) bps  (50) bps 

Freight Management EBITDA margin 2.5% 2.4%  10 bps  20 bps 

Contract Logistics EBITDA margin 2.9% 4.2%  (130) bps  (110) bps 

NINE MONTHS ENDED 30 SEPTEMBER



 

CEVA Logistics AG – Third Quarter 2018 Management Report  6 

Specific items and SBC 
 
Specific items in the quarter reduced year-on-year by US$3 million, mainly due to less restructuring costs. In the nine months ended 30 
September 2018, specific items include US$19 million of IPO costs, while restructuring costs in the first nine months of 2018 decreased to 
US$10 million (compared to US$22 million in the first nine months of 2017). They are mainly related to Italy and North America. Litigation 
settlements received were US$2 million in the nine months ended 30 September 2017 compared to a cost of US$6 million in the first nine 
months ended 30 September 2018 primarily as a result of a claim in South America. Share-based compensation costs increased in the first 
nine months of 2018 due to one-time option grants issued in relation to the IPO. 
 
 
Depreciation and amortization  
 
Depreciation and amortization amounted to US$29 million for the three months ended 30 September 2018 compared to US$30 million for 
the three months ended 30 September 2017. For the nine months of 2018 depreciation and amortization was US$96 million, an increase of 
US$13 million compared with the same period in 2017, which was driven by accelerated amortization of acquisition intangibles and increased 
capital expenditure.  
 
 
Operating Income 
 
As a result of the items mentioned above, and largely due to the challenges in our Italian Contract Logistics business, operating income went 
from US$22 million in the third quarter of 2017 to US$(14) million in the third quarter of 2018. Operating income reduced by US$58 million 
from US$59 million in the first nine months of 2017 to US$1 million for the first nine months of 2018.  
 
 
Net finance income/expense 
 
Finance expense for the three months ended 30 September 2018 increased to US$77 million (three months ended 30 September 2017: 
US$37 million). Included in the three months ended 30 September 2018 are US$33 million of specific items (three months ended 30 
September 2017: no specific items), consisting of breakage fees (US$11 million ), accelerated amortization of capitalized debt issuance costs 
(US$20 million), and other refinancing related fees (US$2 million). CEVA recorded a foreign exchange loss of US$11 million for the three 
months ended 30 September 2018 (three months ended 30 September 2017: gain of US$10 million), from the revaluation of payable and 
receivables balances in foreign currencies. For the nine months ending September 30, 2018 net finance expense still largely reflects the pre-
IPO capital structure before the August refinancing and includes US$56 million refinancing related costs. 
 
 
Income Tax 
 
For the nine months ended 30 September 2018 the effective tax rate is (14.5%) (nine months ended 30 September 2017: (29.2%)) and is 
based on an entity by entity calculation of forecasted effective tax rates for the full year.  
 
 
Loss for the period  

 

CEVA’s loss of US$86 million for the three months ended 30 September 2018 (three months ended 30 September 2017: US$22 million), was 

primarily due to the impact of the one-time costs in the Italian Contract Logistics operations, expenses incurred for the IPO and refinancing 

activities, but those impacts were partly offset by a gain of US$14 million from the sale of a warehouse by Anji-CEVA (gain in nine months 30 

September 2017: US$6 million). 
 
 
Net capital expenditure  
 
Our net capital expenditure was US$25 million for the three months ended 30 September 2018 (three months ended 30 September 2017: 
US$24 million), which represented 1.4% of revenue (1.3% for the three months ended 30 September 2017). The increase is driven by higher 
investments in information systems and equipment for new contracts in Contract Logistics. 
 
 
Net working capital 
 
Our net working capital was US$(127) million as at 30 September 2018 (31 December 2017: US$(254) million, 30 September 2017: US$(163) 
million). Actual cash outflow in connection with net working capital for the first nine months of 2018 was US$135 million compared to US$55 
million in the first nine months of 2017. The higher cash outflow for the first nine months of 2018 is a result of the good performance in 
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December 2017, revenue growth, lower non-recourse factoring notably in Italy and in Turkey, and certain accelerated payments including a 
change in the US payroll. 
 
 
Cash flow  
 
Cash generated from operations in the three months ended 30 September 2018 was an inflow of US$14 million (three months ended 30 
September 2017 cash inflow of US$81 million), impacted greatly by the actual cash outflow from net working capital of US$16 million in the 
period (2017: cash inflow of US$15 million).  
 
Free Cash Flow was US$(278) million in the first nine months of 2018 compared with US$(128) million for the same period of 2017. This 
decrease is mainly due to the payment of IPO related costs, early payments of interest and other debt repayment/refinancing related costs.  
 
 

Net debt 
 
Net debt was US$1,241 million as at 30 September 2018 (31 December 2017: US$2,089 million; 30 September 2017: US$2,105 million). This 
sharp reduction is the result of the IPO gross proceeds of US$1.2 billion (CHF 1.2 billion) which allowed us to repay a number of debt securities 
in the three months ended 30 September 2018. 
 
 
Risk factors 
 
CEVA is impacted by a number of risk factors, some of which are not within our control. Many of the risk factors affecting CEVA are 
macroeconomic and generally affect all companies, whereas others are more particular to CEVA. The principal risk factors faced by CEVA are 
unchanged from those identified in the 2017 annual report of CEVA Logistics LLC (predecessor entity following the legal merger with CEVA 
Logistics AG). 
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Business Lines Operating and Financial Review 

Freight Management 
 
Revenue in Freight Management increased by 4.9% or US$41 million to US$881 million for the three months ended 30 September 2018 
compared to US$840 million for the three months ended 30 September 2017. At constant exchange rates, Freight Management revenue 
increased by 6.8% from US$825 million for the three months ended 30 September 2017. For the nine months ended 30 September 2018, 
Freight Management revenue increased by 6.9% in constant currency. 
 
CEVA had good volume growth in Ocean, up 6.3% in the third quarter of 2018 and ahead of market growth. Air volumes remained stable 
mainly from the earlier loss of certain customers and a selective approach to new business. In addition, we have seen limited impact from 
US-China trade tariffs so far. Air yields (Net revenue per ton) have remained stable in the third quarter of 2018 compared with the third 
quarter of 2017, while Ocean yields (Net revenue per TEU) have moderately decreased as a result of a policy of market share expansion. 
 
EBITDA before specific items and SBC decreased by US$3 million at constant currency to US$22 million in the third quarter of 2018 resulting 
from better revenues offset by challenges in North America relating to the increased cost of transportation in our Ground business due to 
driver shortages, partly mitigated by improvements in the VAS operation. EBITDA margin deteriorated by 50 bps in constant currency to 2.5% 
in the third quarter of 2018 compared to the same period of the previous year. For the nine months of 2018, EBITDA before specific items 
and SBC was US$64 million, up US$9 million year on year in constant currency. 
 
The following tables summarize the key financial metrics for Freight Management: 

 
 

 
  
 

Delta @actual rate Delta @constant rate

$ millions 2018 2017 in millions / % / bps in millions / % / bps

Revenue                                           881                                           840 4.9% 6.8%

Net Revenue                                           225                                           224 0.4% 3.2%

EBITDA before specific items and SBC                                              22                                              26                                               (4)                                               (3)

EBITDA margin 2.5% 3.1%  (60) bps  (50) bps 

EBITDA conversion 9.8% 11.6%  (180) bps  (170) bps 

THREE MONTHS ENDED 30 SEPTEMBER

Delta @actual rate Delta @constant rate

$ millions 2018 2017 in millions / % / bps in millions / % / bps

Revenue                                       2,537                                       2,331 8.8% 6.9%

Net Revenue                                           679                                           644 5.4% 4.0%

EBITDA before specific items and SBC                                              64                                              56                                                 8                                                 9 

EBITDA margin 2.5% 2.4%  10 bps  20 bps 

EBITDA conversion 9.4% 8.7%  70 bps  100 bps 

NINE MONTHS ENDED 30 SEPTEMBER
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Key performance indicators are set out below for Air and Ocean Freight Management: 

 
 

 
 

 
 

 

  

Air
Delta @actual rate Delta @constant rate

$ millions 2018 2017 % %

Volumes ('000 tonnes)                                       122.6                                       122.9 (0.2%) (0.2%)

Gross revenue / tons                                       3,054                                       2,827 8.0% 10.0%

Net Revenue / tons                                           656                                           657 (0.2%) 1.7%

Ocean
Delta @actual rate Delta @constant rate

$ millions 2018 2017 % / bps % / bps

Volumes ('000 TEUs)                                       204.5                                       192.4 6.3% 6.3%

Gross revenue / TEUs                                       1,332                                       1,362 (2.2%) (0.5%)

Net Revenue / TEUs                                           262                                           282 (7.1%) (5.4%)

Air
Delta @actual rate Delta @constant rate

$ millions 2018 2017 % %

Volumes ('000 tonnes)                                       350.1                                       350.3 (0.1%) (0.1%)

Gross revenue / tons                                       3,066                                       2,725 12.5% 9.8%

Net Revenue / tons                                           710                                           652 8.9% 6.3%

Ocean
Delta @actual rate Delta @constant rate

$ millions 2018 2017 % / bps % / bps

Volumes ('000 TEUs)                                           581                                           540 7.7% 7.7%

Gross revenue / TEUs                                       1,332                                       1,323 0.7% (1.9%)

Net Revenue / TEUs                                           273                                           286 (4.5%) (6.8%)

NINE MONTHS ENDED 30 SEPTEMBER

THREE MONTHS ENDED 30 SEPTEMBER

THREE MONTHS ENDED 30 SEPTEMBER

NINE MONTHS ENDED 30 SEPTEMBER
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Contract Logistics 
 
Revenue in Contract Logistics decreased by 1.4% in the third quarter of 2018 compared to the same period in the prior year due to foreign 
exchange translation effects; in constant currency, however, revenue increased by 2.8%. The company had good volumes in existing contracts 
and implementation of new business, e.g., in Consumer, Retail and e-commerce for leading customers in North America, Industrial in Benelux, 
scope extension for Healthcare and Consumer customers in Europe. 
 
Contract Logistics EBITDA before specific items and SBC was US$7 million for the three months ended 30 September 2018 compared with 
US$43 million in the same quarter of 2017. Despite many productivity improvements across many contracts and geographies, and continued 
productivity gains at focus contracts, two contracts in Italy and the bankruptcy of a local partner for temporary staff have resulted in 
additional unplanned costs of US$26 million in the quarter, including provisions of US$20 million and additional costs and losses of US$6 
million. A plan is currently being executed to address and resolve the issues in Italy. EBITDA performance has also been impacted by the 
start-up costs for some new contracts in other countries. EBITDA margin was down 360 bps in the third quarter of 2018 at constant currency, 
versus the comparable period in the prior year. 
 
For the first nine months of 2018, revenue in Contract Logistics increased by 3.4% in constant currency and EBITDA before specific items and 
SBC was US$84 million, down US$29 million in constant currency year-on-year, due to the aforementioned challenges in Italy and start-up 
costs. EBITDA margin deteriorated by 110 bps in constant currency versus the same period in the prior year to 2.9%.  
 

 
 

 
 
 
 

Anji-CEVA Key Figures (@ 100%) 
In the third quarter of 2018, revenue at Anji-CEVA Joint Venture (owned 50% by CEVA) amounted to US$336 million, an increase of 2.1% 
compared to the prior period of 2017 in constant currency. This top line growth deceleration was a result of the China automotive market 
slowdown. In the first nine months of 2018, revenue was US$1,069 million, an increase of 17.6% compared to the prior year in constant 
currency. This strong revenue growth was fuelled by strong volume growth in existing contracts, new implementations and the transfer of 
CEVA’s CL business in July 2017. The Automotive division had a growth of 15.7% in the first nine months whilst the new Non-Automotive 
division is gathering pace and winning significant new business.  
 
EBITDA for the first nine months of 2018 was up US$23 million in constant currency, including a capital gain on an asset disposal for US$28 
million compared to a capital gain of US$12 million in the same period of 2017. An accrual of US$6 million was booked in the first nine months 
of 2018 for a service fee payment to Anji Logistics agreed during the renewal of the JV contract in 2017, and contractually agreed in the 
second quarter of 2018. 
 
 
 
 

  

Delta @actual rate Delta @constant rate

$ millions 2018 2017 in millions / % / bps in millions / % / bps

Revenue                                           929                                           942 -1.4% 2.8%

Net Revenue                                           656                                           657 -0.2% 2.8%

EBITDA before specific items and SBC                                                 7                                              43                                            (36)                                            (33)

EBITDA margin 0.8% 4.6%  (380) bps  (360) bps 

THREE MONTHS ENDED 30 SEPTEMBER

Delta @actual rate Delta @constant rate

$ millions 2018 2017 in millions / % / bps in millions / % / bps

Revenue                                       2,911                                       2,768 5.2% 3.4%

Net Revenue                                       2,042                                       1,928 5.9% 3.5%

EBITDA before specific items and SBC                                              84                                           117                                            (33)                                            (29)

EBITDA margin 2.9% 4.2%  (130) bps  (110) bps 

NINE MONTHS ENDED 30 SEPTEMBER



 

CEVA Logistics AG – Third Quarter 2018 Management Report  11 

Definitions 

Net Revenue 

Net revenue is defined as revenue less work contracted out (being purchased transportation and related services, including contracted motor 

carrier, rail, ocean, air, and other costs). Net revenue is not a measurement of performance or liquidity under IFRS and should not be 

considered as a substitute for revenue or any other performance measures derived in accordance with IFRS. 
 
EBITDA before specific items and SBC and Adjusted EBITDA 

EBITDA before specific items and SBC refers to earnings before interest, tax, depreciation, amortization, specific items and Share Based 

Compensation (“SBC”) (“EBITDA before specific items and SBC”). This is a key financial measure used by management to assess operational 

performance. It excludes the impact of specific items, such as costs incurred in the realization of our cost containment programs, other 

significant non-recurring charges or credits, the profits or losses realized on certain non-recurring transactions, impairment of intangible 

assets and transaction costs related to significant corporate activity. It also excludes SBC which are non-cash accounting charges for share 

based compensation arrangements.  

 

Adjusted EBITDA (“Adjusted EBITDA”) refers to EBITDA before specific items and SBC, and includes the Group’s share of the EBITDA before 

specific items of the Anji-CEVA joint venture. 

 

Neither EBITDA before specific items and SBC nor Adjusted EBITDA is a measurement of performance or liquidity under IFRS and should not 

be considered as a substitute for profit / (loss) for the year, operating profit, net income or any other performance measures derived in 

accordance with IFRS or as a substitute for cash flow from operating activities as a measure of CEVA’s performance. The presentations of 

EBITDA before specific items and SBC, and Adjusted EBITDA in this quarterly report may not be comparable to other similarly titled measures 

of other companies, because not all companies calculate EBITDA before specific items and SBC or Adjusted EBITDA identically. 

 
 

EBITDA Margin 

In evaluating the profitability of our business and our reporting segments levels, we also analyse EBITDA margin, which is calculated as EBITDA 

before specific items and SBC divided by revenue. As disclosed above, EBITDA before specific items and SBC is not a measure defined by IFRS, 

and accordingly, EBITDA margin is not a measure defined by IFRS. 

 

EBITDA Conversion 

In evaluating the profitability of our Freight Management segment, we also analyse EBITDA conversion, which is calculated as EBITDA before 

specific items and SBC divided by net revenue before specific items. EBITDA before specific items and SBC, net revenue and EBITDA conversion 

are not measures defined by IFRS and should not be considered as a substitute for revenue, profit or loss for the period or any other 

performance measures derived in accordance with IFRS. 

 

Net working capital 

Net working capital is defined as trade and other receivables (net of provision for impairment), inventories, prepayments, accrued income, 

contract assets and income tax receivables less non-interest charging current liabilities. Net working capital is not defined under IFRS, has 

limitations as an analytical tool, and may not be comparable to similarly titled measures of other companies.  

 

Net capital expenditure 

Net capital expenditure is defined as capital expenditure less finance leases. Net capital expenditure is not a measure defined by IFRS. 

 

Free cash flow 

Free cash flow is defined as net cash (used for) / from operating activities, adjusted to reflect the impact of cash flows related to capital 

expenditures, interest received and dividends received. Free cash flow is not a measure defined by IFRS and should not be considered as a 

substitute for net cash (used for) / from operating activities or any other measure of our liquidity derived in accordance with IFRS. Free cash 

flow has limitations as an analytical tool, as this presentation of free cash flow may not be comparable to similarly titled measures of other 

companies. 

 

Net debt 

Net debt is defined as total borrowings less cash and cash equivalents. Total borrowings is defined as non-current borrowings and current 

borrowings. Net debt is not a measure defined by IFRS. Net debt has limitations as an analytical tool, as the presentation of net debt may not 

be comparable to similarly titled measures of other companies.  
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