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Increasing ports capacity in Turkey and the
Black Sea region — will the container
throughput continue to rise too?

icfi.com | Passion. Expertise. Results.



Agenda

Discussion Agenda Coverage

* Historic trends

1 Economic Outlook + Regional patterns

* Intra Black Sea

* Black Sea Ports

* Turkey Developments
7  Port Developments « Capacity Utilizations

* Regional Transhipment

» Global shipping Canal’s

_ » Shipping services
3  Observations _
« Port operating models

icfi.com | Passion. Expertise. Results. 2



Macroeconomic Context — Black Sea Region

Black Sea Countries have been growing at g;’oevf/?r??zrgggﬁl's(;r over Europe GDP 208X
a faster rate as compared to the European —

: Average multiplier over World GDP 2.15x
Region growth (2005-13)
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Russia & Turkey dominating the region...
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registering higher growth rates
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Trade Patterns of Black Sea Region (BSR)

» Europe is the largest trading partner of the Black Sea Countries, both for exports &
imports

 Intra-regional Trade within the Black Sea Region accounted for more than 17% of the total
trade of the region in 2013
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Overview of Intra-BSR Trade

Intra-Black Sea Trade in 2013

To Countries

Exports in USD Mn
in 2013 Bulgaria Georgia Romania Russia Turkey Ukraine
” Bulgaria - 248 2,284 761 2,760 568
£ Georgia 284 - 5 221 202 218
§ Romania 2,284 419 i 2,047 3,593 1,286
‘é Russia 6,351 831 3,147 - 25,064 23,244
LSL’ Turkey 2,016 1,346 2,617 7.273 - 2,189
Ukraine 761 602 608 15,791 4,516 -
Source: UN Comtrade, ICF Research %
%4 UKRAINE 22
ROMANIA Tl @08 oS Qo o
* Turkey features in around 45% of i s
the total Intra-Black Sea trade in
2013 as tabulated above o
. . . . BULGARIA Varna
 Russiais the dominant trading T
partner for Turkey: both in terms - o, CoRen
of exports & imports N i et

icfi.com | Passion. Expertise. Results.



Intra-BSR Trade — Key Ports

Country

Traffic (2013) & YoY Growth

« ~50,000 TEUs

Constanta Romania |+ 55.1 Mn Tons overall (8.9% YoY) 120 Mn Tons overall
+ 0.66 Mn TEUs (-3.4% YoY) 2 Mn TEUSs for containers
Odessa Ukraine » 23.1 Mn Tons overall (-5.3% YoY) 46 Mn Tons for bulk
 0.50 Mn TEUs (9.0% YoY) 1 Mn TEUs for containers
Varna Bulgaria * 10.7 Mn Tons overall (24.5% YoY) 12 Mn Tons overall
* 0.13 Mn TEUs (2.4% YoY)
Batumi Georgia * 1.7 Mn Tons of dry bulk (8.9% YoY) 2 Mn Tons for dry bulk

0.1 Mn TEUSs for containers

Novorossiysk | Russia

+ 112.6 Mn Tons overall (-4.1% YoY)
« 0.76 Mn TEUs

0.8 Mn TEUs

Trabzon

Turkey

+ N/A

10 Mn Tons overall

Source: ICF Research
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Turkey’s Port System
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‘ @ Main Port Development - MoT

» Current estimated port capacity of 12.3 million TEU

« 2013 traffic was 7.96 million TEU — Overall utilization of around 65%
» Cargo growth forecast by MoT is 13-16% annually

« 3 main port developments proposed: Filyos, Candarli and Mersin

« Required capacity is estimated at 32 million by 2023 (by MoT)
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Port Capacity closely follows the Inland Markets

Marmara Ports: 7 Mn TEUs

Black Sea Ports: 0.5 Mn TEUs
|
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Aegean Ports: 1.6 Mn TEUs :
MEDITERRANEAN - Mediterranean Ports: 3.2 Mn TEUs @

Source: Turkstat, ICF Research - Share of region in Turkey’s overall EXIM Trade (2013)
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Current Capacity & Utilization

Overall Capacity Utilization is only around 72%...
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Projected Capacity Addition

. . . Black Sea,
Likely Incremental Capacity Addition Aegean, 6.8 1 Mn TEUs
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Source: ICF Research
Black Sea ports to account for not more than 4% of the total capacity in 2023...
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Likely Scenarios: Capacity vis-a-vis Demand

= Based on various expansion plans of existing terminals as well as the proposed
Greenfield terminals the likely capacity in 2023 would be around 29 Mn TEUs

Scenariol Scenario2 Scenario 3

2013 Traffic 7.96 7.96 7.96
CAGR 10% 9% 11%
Likely 2023 Traffic 20.65 18.84 22.60
2023 Capacity 29.02 29.02 29.02
Likely Utilization 71% 65% 8%

= |t can be seen that the capacity utilization going forward would be in the range
65%-78% which although still low would be a little higher than the current
utilization of around 65%

Significant capacity proposed to be added; utilizations to remain low...

icfi.com | Passion. Expertise. Results. 12




New Transhipment Ports coming up...
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Incremental transhipment capacity proposed to be added

= Large development plans
around the Suez Canal and
transhipment potential

= 2 Potential developments in
Israel (local cargo base?)

= |skenderun objectives

= Cosco and Piraues Terminal 3
(2014 ytd volumes up almost
30%)

= Start operations Asyaport 2015
based on MSC volumes

= Targeted volumes for APMT /
Petkim

= Limasol privatization?
Significant transhipment

capacity proposed to be
added in the region...
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Global Canal developments — Regional Impacts

Major developments:

(i) doubling of Panama’s capacity with third
set of locks to handle larger ships, (ii) a rival
Atlantic-Pacific canal across Nicaragua, and
(ili) a new Suez canal allowing 2-way traffic

THE PLANNED NICARAGUA CANAL

HONDURAS PANAMA NICARAGUA

Capacity Capacity
JJ 150,000t 400,000t
NICARAGUA |2 ézim
Managua ‘
©  LakeNicaragua - 55m .
AN NicaracuA R 83m
~ N © San Jose
"\ L COSTARICA: i

PANAMA ‘ )
GUILLERMO MUNRO/ CH"'\i‘A DAILY

Source: HKND Group

Expanded Panama Canal to be ready by
2016 — New Suez Canal announced to be
ready in 12 months which seems very
optimistic — Nicaraguan canal still in
planning phase

Panama canal expected to handle
vessels upto 13,000 boxes — However,
container ships have since grown larger

Visible shift in manufacturing activity out
of China to more south-easterly parts of
Asia, closer to the Suez route

Suez and Panama expected to continue
to remain the global shipping system’s
“arteries” but changing vessel
deployments and sizes have regional
impacts
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How will the new canal scenario play up?

...... Development of the Cross Sectional Area
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(i) Suez Canal expansion and major industrial
zone development around the canal

(i) Bosphorus challenges and transhipment
points emerging before / after Dardanelles
street

(ii1) Istanbul Canal ?

= New Suez Canal announced to be ready in 12
months which seems unrealistic

= Vessel capacity increased over the year and
new project will extend 2-way traffic, increasing
overall efficiency

= Bottle-neck at Bosphurus for large vessels (both
in vessel dimensions, costs vs risk as well as
size of Black sea market

= Dardanelles Strait appears ok, but there is likely
to be a cost for large vessels entering the Sea of
Marmara




Observations

Shipping

Good potential for Turkey, both O/D as well as Transhipment
Ongoing drive to cost savings

Larger vessels will be deployed where market volumes and / or consolidation will
allow

Direct Black sea services will only call at ports with own cargo base
Turkish Black Sea Ports will not be suitable for Istanbul or Ankara market coverage

Bosporus transit could put further emphasis on coverage from Marmara or Aegean
area and further drive transhipment patterns

Continuation of new port projects with a risk of over-supply

Direct markets for the Black Sea Ports are more likely to come from inter regional
trades, but low container base

Inland rail coverage and logistic centres will optimize flows and capacity

Regional large port facilities will compete with the enlarged Suez canal and
industrial zone developments over time
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Thank You

Regional Contacts

Jolke Helbing, Amsterdam
+31.35.8872.181

jolke.helbing@icfi.com
Ic Jonathan Beard, Hong Kong
INTERNATIONAL +852.2868.6980
jonathan.beard@icfi.com

Anil Gubrele, Mumbai
+91.98.19918055
anil.gubrele@icfi.com

David Hathaway, Beijing
+86.10.6562.8300
david.hathaway@icfi.com

Augusto Mello, Rio de Janeiro

Ports, Logistics & Transport Services A

augusto.mello@icfi.com

Eliot Lees, Boston
617-218-3540
Eliot.Lees@icfi.com
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ICF International

Global Consultancy Presence, with Deep Subject Matter Expertise

= |CF International, Inc. (ICF) headquartered in Washington DC, ~4,500
employees, turnover US $937 million (2012). Publicly traded company
(NASDAQ:ICFI), market cap. of ~ US $694 mil.*

= Global presence, > 50 offices in the Hong Kong, Singapore, US, UK,
Beljing, Thailand, the Philippines, Kenya, Belgium, Spain, Brazil, Canada,
India, Pakistan and Poland.

= GHK, a leading maritime, logistics and policy advisory consultancy
became wholly owned subsidiary of ICF in 2012

= |CF Ports and Logistics . v
consultancy operates globally — P O .
managed from Hong Kong, with e
additional resources in India, g
Netherlands and North America

ICF Offices

Note: *as at Jan 2014. Additional details available at
http://investor.icfi.com/
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Ports, Logistics and Transport Advisory Services

= Commercial & technical due diligence; —— el CGA' CGM imematonal | (VRIS
m Investor / partner search & asset disposal; KLARG - e ADB
m Strategic & master planning; §'§ HPH (® Bankof Tokyo-Mitsubishi UFJ C
m Forecasting & scenario planning; T BALAE Gearauiy
’ RS BB X = &
m Benchmarking & competitive assessment; MP ORTS MAERSK oo G RO I}HRGUTEB )H .
m Least Cost Routing / Port Choice Models; JPMorgan s"c.t. & T ¥ fr"‘ﬁﬁ)ﬁ & & a] =) KCRC = Hac
= Independent market assessment; ———e U =HERRGT
. FeaSIblllty studies & investment O‘R B EDB Your Success. Our Commitment.
appraisals P4 SWIRE PROPERTIES - Canads
m Regulatory advice, pricing, tariff, 'm marinc z DP WORLD @, geﬁhmgm Bl U5
concessions; P‘. Competition -
. . . C@ Commission V/W tLB —_——t
m Public-Private Partnerships (PPP); The Wo RS{A“ - e PORTS AMERICA
Tiger Global Management, LLC GLOBAL REACH. LOCAL RESULTS.
= Bid development; EVERCORE
| P _EmEmE . ANZVY . @18ikey I DZBANK
| LIStEd eC]UIty - gI’OWth Strategy ‘ J BANK OF CHINA tnone xone Achieving more together. ’? OHL
assessment; = iy B TORONTO NPFHA
m Cost benefit / impact assessment; railink /4h) PEARSON HSBC <> Resma et
| A NanONAL
m Environmental planning & mitigation; and o .l ﬁﬁj&ﬁ mmm® LIS
m Environmental compliance, monitoring & APL p2l
: P g worng tusoess— APIM TERMINALS ~7 ciona e pert alberta 1th 550
evaluation. MTR
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