Accelerating Iran's
maritime trade and
economic growth

Tehran, 24 January 2017
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We have deep experience and expertise in supporting ports and
maritime sector development around the world

Selected Roland Berger clients in ports and shipping

Ports Shipping
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Our maritime practice, among others, supports Governments, port
authorities and port and terminal operators across the world

1. Port policy & 2. Port planning &
regulation development
> Malaysia > Malaysia > Russia
> Pakistan > Indonesia > Ukraine
> Tunisia > Pakistan > Morocco
> Ukraine > Bahrain
> Hungary > Netherlands
> Thailand > Maldives
> Indonesia > China
> Myanmar > Iran
> Morocco > Taiwan
> |ran > Vietnam
> Thailand

> Saudi Arabia

3. Port business

Malaysia > Germany
Indonesia > Belgium
Pakistan =~ > Bangladesh
Maldives

China

> Netherlands

> Singapore

> Japan

> Cambodia

> Vietnam

> Thailand

> South Korea

>
>
>
>

Vv

4. Port operations

> Malaysia

> Indonesia
> China

> France

> Russia

> Ukraine

> Estonia

> \ietnam

> Bangladesh
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Trade in the Middle East has been and is growing at a rate that is
above the world average

Global container trade [2000-2015, TEUm]
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Iran has a strategic location, that can be leveraged by its ports vis-
a-vis the Gulf region, Central Asia and beyond

Overview of key ports" in Iran

. . .. 6 .
Shahid Rajaee Imam Khomeini Asaluyeh Qeshm 4] Boushehr 6] AmirAbad 8
65.6 438 305
17062 127.0 2539 Lavan Ii Siri Island IL Kish island Ii
V Anzali 10
LACT 8 Shahid Bahonarm
3 largest ports
account for a very Chabahar 12
large share of trade
Khorramshahr Iﬁ
Legend: 13‘ Nowshahr [14]
[]7Top3 6
® Port
Total loading and .5 ’1
discharge [m tons, '15] 9 7
Container throughput 12
[000 TEUs, 2015]

1) Many other smaller ports are not included in this map
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Rapid expansion of transport infra in corridors around the Gulf
region means "hinterland-expansion” opportunities for some ports

New regional transport infra initiatives

Iran — Kazakhstan Railway |

> USD 1.4 bn project completed in 2014 connecting

Kazakhstan, Turkmenistan and Iran Astana

Bishkek

GCC integrated rail Ashgabt ashgar
network .........
> aimed for completion by 2018 Tehran .1 o= ¢
o /
/— @
Al-Hadeetha -~ Jubail Bandar Abbas “
- \\ o D . ,, .
Medina <. L
S B

Dammam Chabahar

© Mecca
Q Riyadh

Jeddah

Saudi Arabia Railways

> 3 railways at USD 20+ bn : Dammam to Jeddah cargo HSR"),
Mecca to Medina, Riyadh to Al Hadeetha

Source: Railway gazette, MENA Railway Post, Economic Times India, Financial Times, Wall Street Journal, Xinhua, Roland Berger

China Pakistan Economic Corridor [ ]

> USD 46 bn infrastructure development
project

Beijing

Chabahar Port []

> USD 500 m investment from India to develop
Chabahar port and a 500 km rail link

20170106_Transportation Conference_MJR.pptx | 10
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An integrated approach to port development strategy formulation is

required in order to maximize its economic impact

National ECONOMIC
» DEVELOPMENT strategy

National TRANSPORT
» systems strategy

3 National PORT

Source: Roland Berger

DEVELOPMENT strategy

Individual PORT

« DEVELOPMENT
strategies and master
plans

Key challenges

> Which is the best port management model,
taking local and regional factors into account?

> How to attract investors and industries that
sustain port business?

> What is the best way to finance port (re-)
development?

> How to manage and integrate ports, inland
infrastructure, industry, transport systems,
logistics?

> What are the best development locations?
> How to do port master planning?

> How to ensure and improve port performance?
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To stimulate maritime trade and economic development, at least 5
strategies can be adopted for ports to become engines for growth

Port development strategies

Description

Develop & attract "heavy" industries that are
directly port-dependent (steel mills, refineries,
smelters efc.)

Free zone at port; value addition of
exports/imports, eg. re-packaging, final assembly
etc.

Provision of full logistics services (storage,
packaging, 3PL, 4PL) to optimize global supply
chains

Global hub for transfer of goods en route between
origin & destination

Gateway for export & imports for region rather
than home country = transit trade development

Rotterdam Tanger

Singapore

X
X
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Ports that adopt the "engine of growth" concept, typically design
specific strategies for developing port-dependent industrial clusters

Electronics (selected)

lllustrative
Utilities Other heavy industries e.g. steel,
(Power generation) glass, aluminum, nickel, manganese
Basic building Agri and food
materials clusters

*

Edible oil clusters

Fertilizer clusters

Automotive Biofuels

Cruise & Maritime

. rains and grain cluster
Tourism Grains and grain clusters

Oil & gas, petrochemicals

Typical port-dependent industries, requiring close proximity to port / berth facilities
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Port of Rotterdam's vision and development is geared towards
fostering economic prosperity to the country AND the region

Overview of Port Rotterdam

&2 Port of
” Rotterdam

Port Vision 2030 Port of Rotterdam layout
Port of Rotterdam Maasvlakte 2 Europoort Petroleumhaven, Merwehaven,  Q|d habour
Port Vision 2030 Waalhaven
| > Container transfer > Heavy _industry > Cold storage warehousing > Tourism
v v > Chemicals g?:?;;ngt;i?/ls)’ steel, > Inland distribution centers
. Europe's Industrial industry .
Global Hub Vision Cluster Vision > Seaport > Warehousing
¢ # distribution
P Port of “t
4//—!5}#&\A Rotter{ri ///\
X
EUROPE - ROW I‘ \\
> The Port Vision is underlined by 2 strategic visions T
> Implemented through the layout of the Port
> 5.3 bn Eur VA of industrial cluster since launch in Maasvlakte Botlek Eemhaven Old trade areas
2011 > Container handling > Heavy industry > Cold storage .
i (Chemicals, steel warehousin > Tourism
> Inland distribution center automotve) 9
; i > |nland distribution
: ;OXIC watls:le dumping > Copstruction (Ro-Ro and centers
ower stations project cargo) > Container handling
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The Port of Rotterdam has a wide set of actions and tasks clearly
mapped out in order to achieve its ambition by 2030

Port of Rotterdam implementation agenda 22 Ronnabiam

Port of Rotterdam's Port Vision 2030

Global Hub Vision Europe's Industrial Cluster Vision

|é

Increase production capacity and renewal of production

Increase throughput capacity and extend the hub function
assets

Connect the industries of Antwerp, Moerdijk, Flushing,
Terneuzen and Rotterdam

@E

Improve the interconnection with multi modal inland hubs

Increase the efficiency of the logistics chains

X[~
(12 ]

Cluster the industry in Rotterdam

Better information exchange Develop bio-based chemical industry

Develop facilities for capture, storage, distribution and

Minimize the ecological footprint of logistics chains trade of CO,

WICIO
HO@®E&®)

Attract high end activities to the region Generate energy with more renewable resources

20170106_Transportation Conference_MJR.pptx | 16
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Engines of growth
opportunities in Iran
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Lifting of sanctions, expanding connectivity, growing consumption and
production provide the conditions to accelerate industrial development

Growing port throughput demand

1. Export 3. Transshipment
Strong production drives exports & import of raw materials Global trade increases transshipment
mLED'S 065 Global seaborne trade surpassed 10 billion MT for the
4 Iran's GDP is expected to fist time in 2016 -
394 .- grow by 23% by 2020 and Shahid Rajaee Port is strategically located and has
69% by 2030 the potential to capture a higher transshipment share

2015 2020 2025 2030

2. Import 4. Transit
Income & spending is a strong driver for imports Iran is strategically located for transit from CIS countries
s World Exports '05-'15 +5.8% growth Imports '05-"15 +6.6% growth
/@/' Iran, Islamic Rep. .
Sanctions
_— , ] ] — ) :
0 (6% Iran's GNI per capita will > lne:h: dpfc)rs;ns:tnf(r:tlranI s
10 / grow 6% p.a., doubling 1l :O ;( ’ ted 1 Irec(:)o or
riri
0 global 3% 111 IS expected o Y
2000 2010 2020 2030 2005 2010 2015

Source: UNCTAD, Oxford Economics, Euromonitor, Worldbank, Roland Berger analysis 20170106_Transportation Conference_MJR.pptx | 18
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Expected growth in import and export provide the basis for adoption
of some/more/all of the 5 potential development strategies

Sample growth drivers

Export — main industries Import — main industries
> With nuclear-related sanctions lifted, Iran's oil Agriculture
ith nuclear-related sanctions lifted, Iran's oi . 53.0%
production and exports increase by $10bn in 2017 Ma':‘ import m ’
> Due to past sanctions, Iran is exempt from OPEC’s sectors Metal 12.0%
production cuts, and allowed to ramp up production 24.0%

Machinery

0 Plastics & rubbers Machinery
> Plastics & rubbers earmarked to become

> O _ > Due to underdeveloped technology adoption, Iran tends
strategic industries to import machinery products

> Iran is expected to be largest producer in the > Machinery is expected to increase as the economy
region at 3% of world production changes from labor intensive to knowledge-based
3 Chemicals 0 Agriculture
> Chemical industry is expected to experience a slow/flat > Iran suffers a strong water shortage, which limits Iran's
growth with CAGR 1.7% capability to increase wheat production
> Mainly caused by strong Govt. monitor/control > Population increase with CAGR 1.3%, thus demand

and import of agricultural products will remain strong

Source: OEC, Press release, Roland Berger 20170106_Transportation Conference_MJR.pptx | 19
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There is now a clear opportunity for Iran to expand its port business
In both the transit trade and the transshipment trade

GDP CAGR
Transit - Largest trade partners for neigboring countries 2015-2020
— =
Armenia Others
1.5%
Azerbaijan Others
3 e
3 N 4.3%
Georgia Others
3.1%
Kazakhstan Others
5.8%

Turkmenistan

—

Uzbekistan

Others

Source: Euromonitor, UN COMTRADE, Roland Berger

6.0%

Regional transshipment ZG(?IZCZ:(?Z%R
Estimated % of transshipped vol.
n Bahrain (] 19%
2 g @ 3.0%
H Kuwait (7%) 27%
n Oman 8% 2.4Y%
1| Qatar 2.9%
I KsA 2.5%
A UAE 3.0%

Currently Iran has limited trade with these
nations

15
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Shahid Rajaee has all the ingredients for becoming an "engine of
growth" - Rotterdam-style

“.*:l_.' \ \\: .
l‘«'l~i¢\'-‘§.l} ‘
LY

Bandar Abbas
Oil Refinery

K%wa

Shahid Rajaee

Source: PMO, Roland Berger 20170106_Transportation Conference_MJR.pptx | 21
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In summary, lessons can be learnt from leading ports that continue
to grow and expand as result of smart development planning

Key lessons from leading ports

1 Leverage strategic geographical positioning and develop strong
hinterland connectivity in order to become regional gateways

Integrate industrial cluster approach to attract industrial and
economic development linked to berthing areas within the port

Create a best-in-class transshipment hub via operational
excellence, & strengthening of logistics and industrial ecosystem

Create a world-class logistics hub via fully integrated multi-
modal logistics platforms coupled with technological innovation

Develop strong environmental and community engagement to
ensure deep support for port development across the community

ogr A OO
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Please feel free to contact us for further information

Anthonie Versluis

Partner, Head of Global Ports Practice,
Kuala Lumpur

T. +60 3 22038610. M: +60 19 629 0073
anthonie.versluis@rolandberger.com
www.rolandberger.com
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