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- Contract Logistics: Market position consolidated
,' / Despite adverse exchange rate effects, turnover in contract logistics was sustained at
the previous year's high level, further consolidating the market position. The declining
results in the second half of 2008 are a reflection of the economic environment.
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Contract Logistics

Global growth setback
The economic recession that began to affect important markets in mid-2008 resulted in a significant reduction
in the movement of goods and a contraction of more than 5 per cent in the global contract logistics market.

The industries which use comprehensive contract logistics services varied widely in their development. Whereas
growth continued in the cosmetics, aviation and pharmaceutical industries, in particular the beverage industry
in the United Kingdom and the automotive industry all over the world were affected by the sales crisis.

Development of Kuehne + Nagel's business

The falling demand from a number of large customers first became apparent in the Asian import hubs in
California, and then progressively spread via Canada to the United Kingdom. As a consequence, capacity utili-
sation reduced and pressure on margins increased in these countries. The development of business in Central
Europe remained stable. Despite the difficult world economic situation in the second half of the year, double-
digit growth rates were achieved in Eastern Europe, Asia and Latin America. Whereas in the Eastern European
countries, particularly Russia and Poland, new business was burdened by substantial start-up costs, the
results in Asia showed an increasingly positive development.

Customers further reduce number of logistics providers

The globalisation of contract logistics is continuing, with increasing concentration on the few providers with
a global presence. Customers with international operations are using Kuehne + Nagel's services in a growing
number of countries and are considering a further reduction in the number of their logistics providers. With
500 locations in 63 countries, Kuehne + Nagel is one of the biggest providers in the world contract logistics
market. The network in Eastern Europe expanded threefold over the last five years, and now comprises
55 locations with a total storage area of 640,000 square metres in 14 countries. In the coming years Kuehne +
Nagel will continue to invest in the continuous expansion of its contract logistics operations in Latin America,
Eastern Europe and the Far East.

More flexible cost structures

The oil price, currency exchange rates, trade volumes and the demand for individual products showed fluctu-
ations of unprecedented magnitude in the year under review. The development of flexible cost structures,
particularly in the warehouse area, is therefore of crucial importance for the growth of business.
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With the global implementation of Kuehne + Nagel's new production system and improved management
tools, it is aimed to increase productivity, introduce leaner and more flexible processes and thus create the
foundation to better adapt costs to fluctuations in volume. The Kuehne + Nagel production system was
developed in the first three quarters of 2008 and tested in 18 locations in the last three months of the year.
Because of the promising results, its implementation in almost 100 additional locations is planned for 2009.

End-to-end solutions and comprehensive capabilities
Kuehne + Nagel is one of the few global supply chain management providers who offers globally all essential
logistics services from warehousing and transport to a wide range of value-added services.

The Lead Logistics business segment, in which customer-specific supply chain and information technology
solutions are offered with notable success, more than doubled its turnover in the last five years. In 2008
large and important customers in the pharmaceutical, medical technology and consumer goods industries
were added in this sector, and the lead logistics control centres in the USA, France and India were expanded.

Airbus contract confirms innovative strength

The contract with Airbus for the exclusive provision of all production logistics services at all Airbus locations
in Europe, which was won against major competition, is an impressive demonstration of the Kuehne + Nagel
Group's undiminished innovative strength. After Hamburg and Bremen, in 2008 Kuehne + Nagel took over
responsibility for Airbus logistics in Spain; further locations in the United Kingdom and France will follow in
2009. Decisive factors for the award of this comprehensive logistics contract were the high quality, flexibility,
and rapid implementation approach as well as the financial stability of the Kuehne + Nagel Group.

Globally standardised IT solutions

The many years of investment in a standardised warehousing and transport management system are increas-
ingly paying off. It clearly differentiates Kuehne + Nagel from its competitors, for no other logistics provider
has a globally uniform system in operation for 575 customers in 150 locations in 49 countries. Customers
benefit from a significantly faster integration of data and higher reliability.



Outlook for 2009
Due to volume declines, the global contract logistics market will continue to contract in the first half of

2009. The strong demand, however, shows that capital restraints in many industries will lead to an increased

outsourcing trend.

Kuehne + Nagel will focus on strict cost management, elimination of weak spots, increasing efficiency and

strengthening sales activities.

Performance Contract Logistics

CHF million 2008 Margin 2007 Margin Variance
per cent per cent 2008,/2007

per cent

Turnover 4,732 100.0 4,666 100.0 14
Gross profit 3,514 74.3 3,490 74.8 0.7
EBITDA 216 4.6 246" 5.3 -12.2
Number of operational staff 28,755 27,162 5.9

* Restated for comparison purposes.
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Real Estate

Restructuring and renewal of the logistics real estate portfolio

2008 was a significant year for the Real Estate business unit. A high added value was
generated by a large portfolio sale. In addition, several new projects were successfully
completed.

In March 2008 Kuehne + Nagel signed a sale and lease-back agreement with Goodman European Logistics
Fund which concerned 19 logistics assets in five countries (Austria, Belgium, France, Germany and Spain)
with a total usable area of 425,000 square metres. Most of the facilities involved in this transaction were
properties acquired in earlier corporate takeovers whose location and design were no longer in keeping with
the strategic profile of Kuehne + Nagel's modern logistics infrastructure. The sale proceeds of more than
CHF 300 million represent a major transaction in the company's history and at the same time the largest
international sale of industrial property in Europe in the past two years.

In addition to this extensive restructuring operation, within the framework of the continuous portfolio opti-
misation two existing warehouse facilities were enlarged and a logistics terminal was newly constructed and
commissioned on schedule. The new buildings are located at strategic hubs in Germany. Four logistics centres
and an extension to the Group headquarters in Schindellegi, Switzerland, are now under construction and
will be successively commissioned during 2009.

Facilities under construction

Commissioning 2009 Usable area (sqm)
Canada: Toronto 39,000
France: Ferriéres 11,800
Germany: Hamburg Obergeorgswerder 53,000

United Arab Emirates: Dubai 19,550
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Corporate real estate management

Worldwide, the Real Estate business unit provided active support in the leasing of new facilities and sales of
individual logistics properties. This work focused primarily on the selection of investors and developers and
the subsequent negotiations on leasehold projects, on contract management and technical monitoring, and
also upon the conduct of due diligence audits on the real estate portfolios of logistics firms considered for
acquisition. In the United States' market, which has become attractive for real estate investments, two
suitable facilities in the Inland Empire logistics hub in Los Angeles were identified and submitted to the
Management Board for consideration.

Global real estate portfolio

After the transaction with Goodman, at the end of the year Kuehne + Nagel's real estate portfolio comprised
53 logistics facilities and office buildings all over the world.

Area breakdown

Usable area (sqm)

Logistics facilities 987,000
Office space 105,000
Land 2,110,000

Portfolio structure according to countries and regions

Per cent
1 Asia-Pacific and Middle East
3 USA and Mexico
1 Africa
’ 27 Germany
16 Canada
20 France

22 Rest of Europe (incl. Ukraine)
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Market development

Particularly in the last quarter of 2008 the real estate sector was severely affected by the financial and
economic crisis and at present it is difficult to foresee when the recessive phase will come to an end. In this
economic environment there are not only dangers but also opportunities. For instance, with a view to the quali-
tative expansion of the portfolio there are attractive opportunities for the acquisition of high-grade real estate.

In general, the following trends are in evidence in the market for logistics real estate:

— Significant value adjustments even in suitable locations and in established markets, whereas countries
with emerging economies are more severely affected.

— Rise in cap rates of up to 30 per cent, often in combination with higher rents.

— A number of well-known investors and construction companies have been particularly hard hit by the finan-
cial crisis and are temporarily unable to finance new projects. In general, if any, only long-term lease agree-
ments with unfavourable conditions for new lessees are being offered.

— The construction costs price spiral has been curbed and is now tending slightly downwards.

Strategic success factors

Kuehne + Nagel defines the following elements as important pillars of the Real Estate business unit:

— A high-quality portfolio of owned real estate in strategically important locations with a sufficient usable
area and a modern infrastructure is of crucial importance to ensure relative independence from the present
volatile market for leased property. With a comparatively high proportion of such properties, Kuehne +
Nagel is strongly positioned to face up to the situation.

— Long-term lease agreements on fair conditions, such as were concluded for various properties involved in
the portfolio sale, can bridge over the present uncertain situation until a cyclical stabilisation of the
market takes place.

Outlook for 2009

The most important objectives in the real estate field are the timely identification and securing of the surfaces
required for Kuehne + Nagel's business activities. Great importance is also attached to the punctual completion,
in accordance with the budgeted cost, of the projects now under construction. In line with a pragmatic real
estate strategy, high-quality properties in very good locations shall be identified and acquisition possibilities
evaluated.

Performance Real Estate

CHF million 2008 2007 Variance
2008/2007

per cent

Gross profit 95 105 -9.5
EBITDA 82 77" 6.5

* Restated for comparison purposes.
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Insurance Broker

Organic growth, increased earnings and satisfied customers

In the year under review the globally active Nacora Group increased its gross profit, an impor-
tant key figure for the insurance broker business, by 13.9 per cent as a result of organic growth.
For the first time the Nacora Group measured customer satisfaction; the results confirmed its
high standard of service all over the world.

In mid-2008 the financial crisis also struck the insurance industry: What was formerly the world's biggest
insurance company in terms of stock market capitalisation was rescued from insolvency only by a government
loan. Other major insurers could also be affected by the aftermath of the U.S. real estate crisis. It remains to
be seen how the market stands up to its effects and what capacity the world's major insurers are still able to
provide in 2009.

Despite these developments, in the year under review the global insurance market again showed decreased
premium levels, from which Nacora customers also benefited. The Nacora Group was able to achieve further
growth, which was contrary to the trend of the market.

Expansion of the network

In 2008 national companies were established in Colombia, Venezuela, New Zealand and Austria, and addi-
tional offices opened in Atlanta and Madrid. The Nacora Group's network now comprises 46 offices in 30
countries.

Specialisation in cargo insurance

As in the past years, the cargo insurance business developed extremely well. The demand-oriented product
portfolio was expanded by the conclusion of a cooperation agreement with a Lloyd's syndicate. Nacora
expects this to bring additional business in the field of transport insurance.
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Selective marketing initiatives
Customers in trade, industry and the public sector account for a substantial part of the Nacora portfolio. The
Group selectively stepped up its sales efforts in specific markets in this field of business.

High customer satisfaction worldwide

The Nacora Group has maintained high standards of service for many years, and these are assured by a
competent and motivated workforce. In 2008 the Group for the first time measured the degree of customer
satisfaction all over the world. At almost 100 per cent, this is probably the highest rate in the international
insurance broker business. The Group is proud of this result, which it intends to maintain by continuing to
offer the same high standard of service.

Outlook for 2009

In the current business year the Nacora Group again aims to achieve profitable growth. Against the back-
ground of the present recession and the sometimes dramatic fall in economic output in certain key markets,
this is a challenging target. In 2009 the expansion of the network will be pushed ahead according to plan
with the establishment of companies in Russia and India.

Performance Insurance Broker

CHF million 2008 Margin 2007 Margin Variance
per cent per cent 2008/2007

per cent

Turnover 118 100.0 123 100.0 -4.1
Gross profit 41 34.7 36 29.3 13,9
EBITDA 20 48.8 16" 13.0 25.0
Number of operational staff 171 417.1 159 7.5

* Restated for comparison purposes.



