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In Logistics, Blockchain is not just a buzzword
Logistics IT still largely stuck in 20th century
The Logistics industry is a complicated one, with many different parties
involved, conflicting interests and priorities, many different IT systems in
use, procedures differing from country to country, fraud, product
counterfeiting and a lack of scalability.
As an illustration, shipping a sea freight container across the world can
involve more than 1,000 pages of logistics documents. The number of
interactions between the parties involved is typically around 200, e.g.
between carrier and freight forwarder.
Against this backdrop, it will be easy to appreciate that automation of the
administrative burden can provide tremendous efficiency gains to the
Logistics industry.
Specifically, the exchange of information between the parties involved
(Figure 1) and subsequent actions that need to be taken, such as
payments, are areas of great opportunity when it comes to automation.
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For instance, digital bills of lading and other shipping documentation would
provide tremendous efficiency and cost benefits for all parties involved,
including carriers, forwarders, ports, customs agencies, banks and
insurance companies.
However, many of today’s IT backbones in the Logistics industry lack the
level of integration required to reduce the administrative burden and
inefficiencies through far-reaching automation. This is where Blockchain
technology comes in.
SUBSCRIBE TO OUR

Efficiency gains and new business models
Blockchain technology in the Logistics industry promises the reduction of
bureaucracy and paperwork as well as the automation of services that
currently require intermediaries such as insurance companies, lawyers,
freight brokers and financial service providers.
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Additionally, Blockchain technology can be used to track a product’s
lifecycle and ownership transfer, e.g. for agricultural products and highvalue consumer products, so supply chains can be monitored and product
attributes guaranteed. This is extremely important in light of food safety
issues and product counterfeiting.
In other words, Blockchain technology is not just about delivering more
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efficiencies and lowering the costs of transportation. Equally, Blockchain technology is about
delivering a watertight supply chain when it comes to product guarantees and authenticity. For
some companies and industries, we believe the latter is likely to be even more important than
the former, e.g. for luxury goods manufacturers, branded electronics companies and companies
throughout the food supply chain, from farmers to food retailers.
F IGURE 1: C OMPLEXITY IN LOGISTICS ’ INFORMATION EXCHANGE

Source: Accenture

New business models to complement industry incumbents
We are also witnessing the emergence of new business models, such as Yojee’s, where
emerging companies address specific frictions in various industries using Blockchain
technology. In the case of the Logistics industry, flexible and agile companies can address
specific bottlenecks, such as last mile delivery, anti-counterfeiting, automated payments etc. Or
companies can address all of these bottlenecks at once through an integrated approach.
Most of these new models are highly complementary with existing models and industry
incumbents. E.g. large players like UPS and Maersk have started to trial Blockchain technology
and are slowly incorporating it into their existing IT infrastructure.

Yojee’s Blockchain for Logistics application runs on Ethereum
YOJ has recently deployed its Logistics-focused Blockchain on Ethereum, which is a custombuilt, decentralized platform to run smart contracts on. Ethereum functions in a way that is similar
to the Bitcoin Blockchain, but it can store a wide variety of smart contracts that can be used for
all sorts of applications, such as registering asset ownership, transacting in assets, recording
such transactions etc.
Ethereum essentially provides an out-of-the-box Blockchain layer on which third parties can
simply deploy their own application layer, e.g. YOJ deploying a Logistics application layer that
can record logistics transactions and that can act upon these transactions.

Transaction costs on Ethereum set to drop significantly
While Ethereum’s transaction capacity is currently limited to 16 transactions per second, an
upcoming scaling solution called Plasma is expected to increase this transaction capacity to
approximately 25,000 per second. Plasma is expected to become operational in June 2018 and
will allow for companies such as YOJ to deploy their application layers on an enterprise level
scale.
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Additionally, transaction costs on Ethereum are expected to drop from a range of US$ 0.20 US$ 0.40 currently to just a few cents once Plasma is operational, which makes it much more
suited to a high-volume transaction environment such as the Logistics industry.

Comprehensive solution for the Logistics industry
In its Blockchain development roadmap, YOJ has focused on developing technology that can
assist Logistics companies across the logistics chain and during different aspects of their
operations. For instance, YOJ’s Blockchain solution doesn’t just facilitate a payment between
two parties, like the Bitcoin Blockchain does, but it integrates into many more aspects of
Logistics companies’ operations, such as delivery verification, automated payments, proof of
existence and proof of movement etc.

Smart contracts facilitate automated contract execution
A large number of these aspects can be incorporated into one application using Smart
contracts, which are essentially computer protocols that facilitate, verify or enforce the
performance of contracts.
In other words, various elements of a specific logistics contract can be programmed into a digital,
smart contract and are executed automatically upon satisfaction of certain conditions. For
instance, if a sea freight container that has travelled from port A clears customs in port B, a smart
contract automatically executes and makes payment from recipient C to sender D, all without
the need for human verification. Such smart contracts are an integral part of YOJ’s Blockchain
for Logistics.

Focusing on three key areas of the Logistics supply chain
In order to provide the functionality described above, YOJ is focusing on three key areas in the
Logistics supply chain, i.e. procurement, processing and provenance. These three areas
encompass critical supply chain elements such as capacity sourcing, contract negotiations,
payments, insurance, digital document management as well as proof of origin and movement.

In our view, digital document management on a Logistics Blockchain, which irrefutably
records things such as transfer of ownership, payment, proof of location etc., will be the
ultimate goal for any Logistics Blockchain.
YOJ is currently developing and testing several modules, including Proof of Existence and Proof
of Origin/Authenticity, distributed clearing, digital management of shipping documents and
autonomous entities to safeguard shared data.

Pilot with UPS Asia to present very substantial future revenue opportunity
YOJ is currently running a Logistics Blockchain pilot project with UPS Asia, a subsidiary of United
Parcel Service (NYSE:UPS). Some of the focus areas we expect to be included are decentralized
clearing and limiting banking fees in Logistics transactions as well as Proof of Authenticity and
Proof of Existence.
We would expect there to be significant scope to expand the pilot to other areas of UPS globally,
which in turn would present a major revenue opportunity for YOJ once the pilot is concluded and
converted into a commercial contract.
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Specifically, we see substantial scope to apply the functionality of a Logistics Blockchain to the
transportation of food, medical supplies, luxury products, chemicals etc, which account for
about 5% to 15% of global logistics movements and where counterfeit is rife. There is an instant
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need and huge volumes of freight that can benefit from such technology with value add pricing.
Given the huge logistics volumes globally, i.e. millions of containers, pallets and parcels annually,
the revenue potential for companies such as YOJ is very substantial even at small fees of US$ 1
to US$ 5 per tracking number.

Direct and follow-on effects from digitization
We expect that applying Blockchain technology to the Logistics industry will provide substantial
savings and efficiencies across the global trade spectrum. The United Nations estimate that
digitizing trade-related paperwork in the Asia-Pacific region alone could cut costs by about 30%
and boost trade by nearly US$ 260BN annually.
A follow-on effect of this digitization will be the availability of logistics-related data that can then
be used to further optimize supply chains, e.g. if a container ship from China is expected to arrive
in Rotterdam five days late due to bad weather, the trucks assigned to transport its containers
further into Europe can be deployed elsewhere, limiting wait-times.

Conclusion
YOJ’s Logistics application on a Blockchain layer, such as Ethereum, will be able to address the
issues discussed above and provide customers with substantial efficiency gains, cost
advantages and product authentication solutions.
A next step in the validation of the company’s Blockchain-for-Logistics technology could be the
expansion of the UPS trial into branches other than UPS Asia. Furthermore, we expect the
company will be able to sign up new customers in the near to medium term.
We expect this Blockchain capability can be a separate revenue pillar for YOJ in its own right, i.e.
in addition to the company’s SaaS and Freight Dispatch businesses. As such it could
substantially contribute to YOJ’s revenue growth in the next several years. We reiterate our Buy
rating for YOJ.
Please refer to our initiating coverage of YOJ, published on 13 December 2017, for more
background on the company’s existing Logistics platform.
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GENERAL ADVICE WARNING, DISCLAIMER & DISCLOSURES
The information contained herein (“Content”) has been prepared and issued by TMT Analytics Pty Ltd ABN 17
611 989 774 (“TMT Analytics”), an Authorised Representative (no: 1242594) of BR Securities Australia Pty Ltd.
ABN 92 168 734 530, AFSL 456663. All intellectual property relating to the Content vests with TMT Analytics
unless otherwise noted.
DISCLAIMER
The Content is provided on an as is basis, without warranty (express or implied). Whilst the Content has been
prepared with all reasonable care from sources we believe to be reliable, no responsibility or liability shall be
accepted by TMT Analytics for any errors or omissions or misstatements howsoever caused. Any opinions,
forecasts or recommendations reflect our judgment and assumptions at the date of publication and may
change without notice. TMT Analytics will not accept any responsibility for updating any advice, views, opinions
or recommendations contained in this document.
No guarantees or warranties regarding accuracy, completeness or fitness for purpose are provided by TMT
Analytics, and under no circumstances will any of TMT Analytics, its officers, representatives, associates or
agents be liable for any loss or damage, whether direct, incidental or consequential, caused by reliance on or
use of the Content.
GENERAL ADVICE WARNING
The Content has been prepared for general information purposes only and is not (and cannot be construed or
relied upon as) personal advice nor as an offer to buy/sell/subscribe to any of the financial products mentioned
herein. No investment objectives, financial circumstances or needs of any individual have been taken into
consideration in the preparation of the Content.
Financial products are complex, entail risk of loss, may rise and fall, and are impacted by a range of market and
economic factors, and you should always obtain professional advice to ensure trading or investing in such
products is suitable for your circumstances, and ensure you obtain, read and understand any applicable offer
document.
DISCLOSURES
TMT Analytics has been commissioned to prepare the Content. From time to time, TMT Analytics’
representatives or associates may hold interests, transact or hold directorships in, or perform paid services for,
companies mentioned herein. TMT Analytics and its associates, officers, directors and employees, may, from
time to time hold securities in the companies referred to herein and may trade in those securities as principal,
and in a manner which may be contrary to recommendations mentioned in this document.
TMT Analytics receives fees from the company referred to in this document, for research services and other
financial services or advice we may provide to that company. The analyst has received assistance from the
company in preparing this document. The company has provided the analyst with communication with senior
management and information on the company and industry. As part of due diligence, the analyst has
independently and critically reviewed the assistance and information provided by the company to form the
opinions expressed in the report. Diligent care has been taken by the analyst to maintain an honest and fair
objectivity in writing this report and making the recommendation. Where TMT Analytics has been commissioned
to prepare Content and receives fees for its preparation, please note that NO part of the fee, compensation or
employee remuneration paid will either directly or indirectly impact the Content provided.
RECOMMENDATIONS
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TMT Analytics’ issues a BUY recommendation in case of an expected total shareholder return (TSR, share price
appreciation plus dividend yield) in excess of 25% within the next twelve months, an ACCUMULATE
recommendation in case of an expected TSR between 5% and 25%, a HOLD recommendation in case of an
expected TSR between -5% and +5% within the next twelve months and a SELL recommendation in case of an
expected total return lower than -5% within the next twelve months.

