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w Conference system: w Conference system: ended
consortia of shipping lines In 2008(just as recession
able to agree freight rates hit!)

w Bunkers €350/tonne w Bunkers: $00/tonne

w EuropeFar East mean ship w EuropeFar East mean ship
capacity: 5,600 TEU capacity: 10,100 TEU

w Average speed: 20 knots  w Average speed: 16 knots

But unit costs & freight rates per TEU in 2013 roughly the
same as in 2006!
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Global container shipping profit/loss: an erratic
period

Profit & Loss - Global (excl intra-reg) billions US$
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Global containerised trade 20063

Global maritime containerised trade 2006-13
Source: MDST World Cargo Database
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w Immediate aftermath of 20089 recession led to 7.8% decline in traffic, but rebounded
well
w Global containerised trade has grown steadily since 2010
¢ 5.2% growth 201112
¢ 4.5% growth 201243

w Driven by increasing wealth, trade liberalisation & continuing availability of cheap
container shipping

w a5 { ¢ QabasetNrgcRsts imply healthy growth: +13% overall 2[A.3
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Global utilization continuing to fall

Demand v. Allocated Capacity (mTEU)
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*=takes into account DwtTEU restriction in certain trade lanes
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Costs and revenues also continuing to fall

— 51,200

Cost per TEU (US$

= TimeCharterEquiv Costs ® Bunker Costs

® Handling Costs

Cost per TEU (Demand) - Global (excl intra-reg)
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A continuing falling ratesfforded by scale economies
A inevitably heralding in the era of consolidation
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Actual demand vs. capacity [ship class

Headhaul Global allocated capacity v. demand by TEU ship class (mTEU) -
with no cut in capacity
120 forecast 100%
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w Underlyingdemand grew+19% 201@o 2013
w Globalcapacity grew+24% 201@o 2013
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Forecasdemand v.forecast supply 20135

TEU Class Extra TEU by 20: '”Crease;c‘)’f,ﬂ
1500019999 750,35’ 73
1250014999 733,92( 279
1000012499 378,048 409
75009999 836,93 199
50007499 221,68 6%
30004999 197,03( 5
20002999 121,601 79
10001999 83,107 5%
500-999 10,163 20/
< 500 5,16 5%

A Overallnewbuildson order toincrease fleet capacity 6%
A Newbuilds >10,000 TEU increase is 39%

A.dzi a5{¢Qa

F2NEBOI ai

w Excess demand can only increase rates
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The shipping industry response: economies
of scale then consolidation

w In 200809 global container shipping industry
Tl OSR gAUK | GLISNFSOU a
¢ Fall in demand due to global economic recession
¢ Higher fuel costs
¢ Loss of conference system

w Initial response from largest lines was to reduce

cost/TEU carried:

¢ Slow steaming
¢ Deploying larger ships to secure economies of scale

w Latest response to consolidate in global alliances
¢ Rate volatility is illusory

l-L MDS Transmodal



Spot rates versus globainit revenueversus Maersk
freight rates (2012Q1=100)
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Industry consolidation
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Annual E/W Trade-Deployed capacity mTEU by
Alliance/Operator

14

P3=14.5mTEU
(32% of E/W Trade-Deployed capacity)
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Larges® liner companies currently propose integrating services to use largest

ships

Market share(of capacity) wilexceed EU thresholds of 30%

G6 extending geographic scope & nature of relationship

Progress towards regulatory compliance:

A Federal Maritime Commission given (qualified) approval to P3 & G6
€
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Deep Sea container service supply

Effect of market concentration for the E/W trade lanes (2014Q1)

Present fleet Newbuilds (>8000TEU Future

owrll\leod chartel:lga calz)ﬂaegtnyillliﬁ N, @ Shipfcal:)/l:gtnySThIIEﬁ N, @i Shiloscapacity =
P3 Members
- CMACGM 41 39 8,474 35
- Maersk 81 53 8,484 15
- MSC 53 59 9,443 38
P3 Members Total 175 157 8,811 88 12,534 255 10,713
CKYHI&reen Alliance 144 102 6,778 62 11,814
G6 Alliance 160 115 6,805 32 11,183

A P3 members currently have a fleet of 326 ships A@8builds= 414 ships of a
mean capacity of 8,800 TEU

A Plan is for a dramatic reduction in ships to 255 with 10,700 TEU mean capacity

w Thescale economies available to the P3 members, will confer an immediate
competitive advantage as costs will fall
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The emerging oligopoly & its implications

w Oligopolistic market structure emerging with three dominant alliance: P3, G
& CKYH Green Alliance

w Differentiation through pricing and inland logistics NOT shipping operations

w Little service differentiation
¢ Containers increasingly routed via complex networks
C 9YLKI&ara 2y RStEAGSNE REGS y2d lFoazfd
al SNAR]1 €U
¢ Differentiation through pricing & inland logistics NOT shipping operations
w Huge impact on ports:
Concentration of market power with buyers
Preference for ifhouse terminals?
Concentration on fewer transhipment ports?
Deep water quays & operational pressures to handle fewer calls by larger ships
Requirement for efficient connections to hinterland

D N N N N
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Growth in European deep sea container import
trade 19962013

Deep-Sea imports
% growth 1996-2013
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Growth in European deep sea container
exporttrade 19962013
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Med-Far East trade lane: demand 2048

Maritime containerised trade between Mediterranean Basin & the Far East Q1 2006 to Q3 2013
Source: MDST World Cargo Database
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w Imports fluctuated since 2011, reflecting very mixed fortunes in Med Basin region
¢ -5.3% 201112

¢ +5.5% 20123

w Exports grown steadily since 2011
¢ 2.8%qgrowth 201112
¢ 6.7%qgrowth 201213

w a5 { aréhd-based forecast01315 imply:+24%mports, +19% for exports
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Med-North America trade lane: demand
200613

Maritime containerised trade between Mediterranean Basin and North America Q1 2006 to Q3 2013
Source: MDS World Cargo Database
400,000
350,000
-—— -
> 300,000 =
5]
@
E 250,000 -
'E /\ e Med- actual exports
£ 200,000 -
3 N~ \/ — — Med - forecast exports
E 150,000 Med - actual imports
E 100,000 Med - forecast imports
50,000
T T T T T T T T T T T T T T T T T T T T T
& > NG 3 g 3 3 > oy 3 g > 3 3 g > & > Sy 3
@Qp @@0 06‘0 @,\o @q,o @q,o @Qo @go RSN S S S SRR S S o
I S S S U I S S U S S U S )

w Imports fluctuated since 2011, reflecting very mixed fortunes in Med Basin region
¢ -1.8% 201112
C +4.8% 20123
w Exports grown steadily since 2011
C  +6.4% 201412
¢ +8.4%growth 201213

w ab5 { aréhd-based forecast01315 imply: +1% imports, +11% for exports
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Med-North America containerised trade
200613
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Maritime container trade between Mediterranean Basin and North America Q1 2006 to Q3 2013
Source: : MDST World Cargo Database

\/\/ V v = = Med - forecast exports

———— Med - actual imports
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w Overall growth of 25% in imports & 12% in export TEU
200613

w Imports collapsed by 44% & exports by 25% in 2009
w Since 2009 imports +60% & exports +34%
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Demand to/from Turkey

Turkey maritime containerised imports 2006-13 & forecast

2014-15
Source: MDST World Cargo Database
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Turkey maritime containerised exports 2006-2013 &
forecasts 2014-15
Source: MDST World Cargo Database
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w 19% growth in imports &
24% growth in exports
201013

w Imports forecast to grow
by 2% in 2014 & 7% in
2015

w Exportsforecast to grow

by 14%in 2014 &6%in
2015
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Demand to/from Black Sea region

Black Sea (excluding Russia) maritime containerised imports

2006-13 & forecasts 2014-15
Source: MDST Word Cargo Database
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Black Sea (excluding Russia) maritime containerised
exports 2006-13 & forecast 2014-15
Source: MDST World Cargo Database
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w Maritime containerised
goods to/from Bulgaria,
Georgia, Moldova,
Romania & Ukraine

w 16% growth in imports &
24% growth in exports
201013

w Imports forecast to grow
by 10% in 2014 & 7% in
HAMp X0dzi AGRAALN
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Demand to/from East Med region

East Mediterranean maritime containerised imports
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Source: MDST World Cargo Database

= Sub Saharan Africa

= North America

B N Europe & Med

M Latin America

m Gulf & 15C

M Australasia & Oceania

W Asia

East Mediterranean maritime containerised exports

2,500,000

2006-13 & forecasts 2014-15
Source: MDST World Cargo Database

=2
E 2,000,000
Q

E
£ 1,500,000

20062007 2008 2009 201020112012 2013 2014 2015

1 Sub Saharan Africa

B North America

M N Europe & Med

M Latin America

B Gulf & I1SC

® Australasia & Oceania

H Asia

w Maritime containerised
goods to/from Cyprus,
Egypt, Greece, Israel,
Jordan, Lebanon &
Palestine

w 11% growth in imports &
25% growth in exports
201013

w Imports forecast4% in
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West Med container port market
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Source: MDS Transmodal
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West Mediterranean container port market
shares 2006-13

Source: MDS Transmodal
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w Overall West Med market
declined by about 9% in 2009,
but has gradually recovered

w Achieved growth of 2.5% in
2013

w Growth slowed by economic
conditions in larger markets
such as Spain and Italy

w Market share being gained by
Spanish ports at expense of
Italian transhipment ports &
Tyrrhenian ports

w Malta secured greater share of
transhipment market
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Near sourcing

w Switch of production closer to
China GDP ita (US
P capia (Us ) markets due to:

¢ Rising labour costs in China
¢ Need for greater

7,000
6,000

5,000
4,000

100 - 0P e capita (U5 ) responsiveness in supply chain
o0 | ¢ Desire to reduce inventory
" a0 oms s 2010 2om 2om2 costs
UK imports of "clothing & W ’EX?mple ,UK imports Of o -
accessories" in tonnes 2007, 2010 & aOf 2UKA )/ = I I OC

2013

Source: MDST World Cargo Database

Labour intensive

N

100%

ot other ¢ Fastmoving tastes & fashion
o ¢ China just beginning to lose
% - market share, but to countries
- s such as Bangladesh

o I E e w Lack of clear evidence of

o T impact of nearsqurcing in

2010 2013 th IS marketf) l-‘ MDS Transmodal




Average ship size increasing

TEU

Quarterly deep sea container ship deployed
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w Shipping lines responded by reducing capacity in 2012
particularly to North Europe, but also to West Med

wWSRdAzOUA2Y Ay OF LI OAG @

2013

2V Yl AY

w Average ship size increasefewer, bigger ships to secure
economies of scale
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Case study: Issues for the North Adriatic

w Serves relatively dynamic C&E

North Adriatic: port traffic (including Europe region plus N ItaIy but
transhipment) 2006-13 . !
Source: MDS Transmodal needs to extend hinterland to
2500000 secure market share
2000000 w Can offer direct access to market &
T o close to Suez
. L W at SNALIKSNI f ¢ NBIAZ2
R m Riek calls rather than feeders
006 2007 2008 2009 2010 2011 2012 2013 W Cha”enges Of aCCommOdatlng
larger ships:
¢ Berths with adequate depth of
water
¢ Competitive intermodal rail freight
services

¢ Rail connections to hinterland

w Competing directly with Northern
Range ports

w MDST studies for NAPA in 2011 &

2013 l-L. MDS Transmodal



