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Structure of the sector

Between Infrastructure manager and RU there are three

business models:
- Vertical integration (Japan, Hong Kong)
- Vertical separation (Sweden, Uk, Spain)

- Holding structure (Germany, Italy, Austria, France?*)
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HSR lines

High Speed Rail lines
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The network of the high-speed is quite triple in a decade in
terms of kilometers.

China, with more than 38,000 kms, is the first country in the
world for the length of its high-speed network.

Spain is the first country in Europe and the second globally,
after China, while France, Germany and lItaly are in the 4°,5°
and 6° position globally.

HSR lines in KM (Dec 2020)
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HSR lines

HSL: Year of Operation and GDP per capita
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Year of Operation

Source; UIC Data and World Bank
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The High-speed lines is developing all
around the world in terms of
infrastructure.

HSR has evolved rapidly in recent years.
Initially the operation of HSRs seemed to
be a kind of “superior good”, associated
to the levels of high income per capita of
some European countries.

China entering that market and showing
that a HSR service may function
efficiently and profitably also in a
developing  country  changed the
perspective.

A number of relatively low-income
countries are now proceeding with HSR
projects.



Structure of the sector

Holding




Experience of competition: Italy
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Experience of competition

Q_ Search Bloomberg Businessweek

The Discount Airline Model Is
Coming for Europe’s Railways

@® Ryanair and EasyJet transformed low-cost continental
travel. Get ready for no-frills trains.

By Carol Matlack

Get Ready to Ditch Your Business Class

Flight

Europe’s rail operators have ambitious plans to exploit the flight-shame
phenomenon. They still need to make trains consistently convenient.

By Chris Bryant
29 ottobre 2019, 08:00 CET

Bloomberg Opinion

Look at Italy, where upstart Italo-Nuovo Trasporto Viaggiatori SpA has
joined the incumbent Trenitalia SpA in offering train services. In just four
years the two companies doubled their share of traffic on the Rome to Milan
route at the expense of the airlines, while ticket prices fell by about 30%.

Italian Revolution
The train has become the dominant way to travel between Rome and Milan
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Competition is the big disruptor in Europe and ltaly is the example in Europe for the

liberalization.

Spain and France are following the italian example, but other markets will be opened in

the next vears.
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Experience of competition in HSR

HSR in Italy
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Benchmarking

Connection per day
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Competition
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Intermodal Competition

AIR vs HSR
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New entrant

ITALO - Passengers
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Yield

Yield (euro per 1000 PKM)
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Competition

Reduction Access Charge (euro per train KM)
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Economic regulation

* Benefit in having more traffic is for the Country, not for the

private operators
*Access charge is a tool to attract investments

« Access Charge has to be developed taking in consideration the

Intermodality competition

« SSC (Simple, stable and clear) Regulation
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TAC Iin Europe

Direct costs, mark-up and financial equilibrium of the IM
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Business model in railways

Striking the right balance in setting

the TAC between cost and pricing
1. HOW MUCH 2. HOW to modulate

the charge Is key:

- e Wear and tear costs to be
- E iIncluded in the infrastructure
ag 's direct costs;
= 3 TAC manager’s direct costs;
o= Modulated
TR st o The  mark-up  must  be

L AND TEAR modulated by the ability to pay

COSTING PRICING for the different segments

utilising the infrastructure.
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Business model in railways

- STATE

— Context:
ADMISSIBLE | AHDOTHER 9 c .
St | Total efficient cost is covered by the track access charge.
E The difference between the total admissible cost of the
management i TAC infrastructure manager and the total efficient cost is given
E 'é by state subsidies, commercial and other revenues for the
2l IM.

For direct cost there are 3 variables taken in
consideration:
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Business model in railways

A1 weighm) * A2 (speep) + A3 g1 + B1 marker seem) ¥ B2 (ung) + B3

Ability to pa

100 %
o [

Wear & Tear

MARKET
SEGMENTS

WEIGHT

0 - 100 km/ Diesel Premium
0-500t h Traction m : =
: @ International =
500-1000t  100-150  “leciic > pass. % N
1000 - 1500 m - Basic z Ability to pa
t = 150 km/h w g
> PS0O - Long haul ¥ .
1500 t ] PSO - Regio Gl | the basis of furter
Freight airs added by IM
Technical

CHOSEN BY IM GIVEN BY RB

(Tar+Tap+ Ty3)*km + E (Tgy) * km

TRA

Consulting

19



THANK YOU FOR YOUR
ATTENTION

Contact details:
Prof. Dr. Andrea Giuricin
Mob: +393386938369

Email: andrea.giuricin@unimib.it
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