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Logistics Sector in UAE — Current Status & Growth

(Key Challenges & Growth Opportunities in UAE Logistics Sector )

.(Key Issues to be Addressed by Logistics Sector Participants )
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Existing Logistics Environment in UAE — An Overview
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UAE is Considered as a Premier Logistics Hub of Middle East

» Strategic Geographic Location between Eastern and Western
Hemispheres

= Foremost Nation in Middle East to Focus on Logistics Sector

= Availability of World Class Logistics Infrastructure facilities including
Free Trade Zones for Transhipment and Re-exporting

= Has One of Lowest Average Logistics Costs in the World

= Rated Best in Logistics Infrastructure in Middle East by World Bank's
Logistics Performance Index 2010
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UAE’s GDP grew at a 14.7% CAGR between 2006 and 2009
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Historic Growth of UAE’s GDP, 2006- 2009

Marginal Growth of 0.8 % due to
Global Economic Slump
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UAE is Second Largest Economy in GCC contributing almost 22% of its GDP in 2009

Source: Frost & Sullivan
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Oil & Gas, Engineering and Automotive are the top 3 industries by

Revenues in UAE
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UAE’s Major Manufacturing Industries’ Revenues, 2009
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Industry Segment Name

Source: Frost & Sullivan
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Transportation Infrastructure in UAE — Sea Ports and Air Poris Play Major

Role
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UAE Transportation
Infrastructure
|
| |
[ Sea Ports (20) ] [ Air Ports (6) ]
/ Major Sea Ports \ / Major Air Ports \
* Jebel Ali Port (Bulk Cargo Transhipment Hub) » Dubai International Airport (Cargo+Passenger)
* Port Rashid (Cruise Terminal) + Al Maktoum International Airport (Cargo)

« Abu Dhabi International Airport

* Mina Zayed Port (General Cargo) (Cargo+Passengen
-+

» Saqr Port (Bulk Cargo and Containers) * R-A-K International Airport (Cargo+Passenger)

KPort of Khor Fakkan (Dedicated Container Poy KShariah Airport (Cargo+Passenger) /

= UAE also has good internal road network, including The Emirates Road (140 Km) connecting all emirates.
= Internal road networks in Dubai Logistics Corridor and Abu Dhabi are focused on cargo transport
= Currently No Rail Cargo Network in UAE

Source: Frost & Sullivan
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Warehousing Infrastructure in UAE — Free Trade Zones and

Warehouses at Airports and Sea Poris Play Key Role
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UAE Warehousing
Infrastructure

Warehouses at Sea Ports
Free Trade Zones \
and Airports

/ Major Free Trade Zones \ ﬂaior Airports and Sea Ports with Warehouse}

- Jebel Ali Free Zone, Dubai * Dubai Cargo Gateway (Dubai Cargo Village)
» Dubai Logistics City, Dubai » Al Maktoum International Airport, Dubai

* Dubai Airport Free Zone * Jebel Ali Port, Dubai

» Mustafah Industrial Zone, Abu Dhabi « Abu Dhabi International Airport

* The Hamriyah Free Zone, Sharjah - Mina Zayed Port, Abu Dhabi

» Sharjah Airport International Free (SAIF) Zone « The Port of Khalid, Sharjah

Qas Al Khaimah Free Trade Zone / k /

Source: Frost & Sullivan
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Food and Cement industries have highest logistics cost followed by

Engineering and Metals industries
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Logistics Spend as % of Revenues for UAE’s Major Manufacturing Industries, 2009

> 15%
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2 Average Logistics Cost ranges between 2.6% to 12.0%
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Source: Frost & Sullivan
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Freight Forwarding is the Most important Logistics Function followed by

Transportation
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Primary Logistics Functions and Outsourcing Scenario in UAE, 2009
Logistics Function
Level of Outsourcing

Freight Forwarding

Transportation 60-70%

Warehousing

VALS

Source: Frost & Sullivan
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UAE’s Logistics Spend Accounts for 2.5% of its Total GDP and 6.4% of its

Service GDP
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UAE’s Total Logistics Market Size and Segmentation by Function Service, 2009

Transportation,
1.18, 18.6%

Total Logistics Spend in
UAE: $6.35 in 2009

Freight Forwarding segment
has largest market share
due to UAE’s primary focus

on International Tradlnq/m Freight

Warehousing,
0.90, 14.2%

Forwarding, 4.00,

63.1% VALS, 0.26, 4.1%

Average Logistics Spend for
Non-oil Manufacturing
IndUStrv SeCtors is 7'6% VALS - Value Added Logistics Services

All segment revenue figures are in $ Billion
Source: Frost & Sullivan
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Five Key Industry Sectors Together Account for ~ 89% of Total Logistics

Market in UAE
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UAE’s Total Logistics Spend Breakup by Industry Segment, 2009

Cement, 131.2, Consumer
2.1% Electronics &
. Appliances, 47.8
p FMCG, 210.0, 4 4
Top five \ 3.3% \ 08%  Chemicals, 45.7,
H . 7°
contributors: . Textiles, 277.2, 0.7%
4.4%
= Oil & Gas Automotive, Oil & Gas,

382.8,6.0% 2,298.5, 36.2%

= Engineering Goods

* Food
= Metals
; Metals, 443.6,
= Automotive 7.0%
|
Food, 589.9,
9.3% Engineering

Goods, 1,922.8,
30.3%

All segment logistics spend figures are in $ Million

Source: Frost & Sullivan
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Strategic Location and Focus on Infrastructure Development are Driving

UAE Logistics Market
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Impact Mapping of Key Drivers of the UAE Logistics Market, 2010 - 2015

e

Impact (2010 - 2015)

1-2 Years 3-4 Years 5-6 Years

Focused Development of Logistics Infrastructure

Strategic Location between Eastern and Western Hemispheres . ‘

Recovery in Regional and Global Trade

Source: Frost & Sullivan
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Infrastructure Limitations and Low Manufacturing Base could Affect

UAE Logistics Market Growth
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Impact Mapping of Key Restraints of the UAE Logistics Market, 2010 - 2015

—~—————

Impact (2010 - 2015)

1-2 Years 3-4 Years 5-6 Years

Limited Infrastructure beyond UAE Borders

Low Levels of Local Manufacturing in UAE . ‘

Own Logistics Units of Major Industrial Groups in UAE

Source: Frost & Sullivan
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UAE Logistics Market is Expected to Cross $10 billion by 2015
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Revenue Forecasts for UAE’s Total Logistics Market, 2006-2015

CAGR (2009 - 2015) = 8.0 %

10.06

9.40
8.78
8.11
7.49

, 7.03
6.35

Logistics Market Revenues ($ Billion)

2009 2010 2011 2012 2013 2014 2015

Source: Frost & Sullivan
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The UAE’s Logistics Industry Structure is Fragmented, especially in

Freight Forwarding Services segment
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UAE’s Logistics Industry Structure, 2009

UAE Logistics Industry
(4650 Estimated Players)

4 N é N 4 N
. . Unregistered Clearing
MNCs Domestic (Reglstered) Agents / Consolidators /
Companies
Forwarders
\, \, \, J
100 Companies (Est) 400 Companies (Est) 4150 Companies (Est)
\ / Source: Frost & Sullivan

MNCs and Organized Companies

dominate key sectors like Oil& Gas,

Automotive, and Engineering

GIL 2010 - Middle East
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Unorganized companies dominate
consumer product sectors like food
and FMCG
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Key Challenges for Logistics Industry in UAE
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Lack of Options in

Surface Transportation :
— Only Road

Decline of Private Increasing Shortage

Sector : os
Participation in SOLS:I?;';'(?;:MI
Infrastructure Y PPly

Chain Management
Professionals

Development After
- Economic Crisis

Key
Challenges
for LSPs

Harsh Geographic
Environment
Results in High
Damages in Transit

Decline in Contract
Logistics Usage
after Economic

Low Level of
Automation &
Technology Usage in
Logistics
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Key Opportunities for LSPs in UAE

www.frost.com
Potential Opportunities
for LSPs in UAE

High growth potential for air cargo
services, transhipment services &
GCC level distribution

Strong Demand Growth for Multi-
modal Transport Services linked
As a Result, with Rail Cargo service

LSPs in UAE

Active Long-term role and gains for
CFan"Tap_ the LSPs in logistics infrastructure
ollowing project investments (esp. railways)
Growth !

Opportunities Strong growth of Warehousing &

VALS Needs beyond Dubai
I
LSPs in UAE can Easily Gain Strong

Presence in Emerging Markets of
Africa & Middle East.
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Key Issues to be Addressed by UAE Logistics Sector Participants
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Readiness of LSPs to
Match Massive Transport
Needs Growth in Next 3-5

Years

What Can LSPs in UAE Do
To Exploit Growth of India
& China?

Should LSPs Invest in
Building 3PL Capabilities?

Key Issues
for
Logistics

Interlinking Regional
Logistics — What is the
Current Status and Future
Outlook?

Will Railways Be a Game |
Changer in GCC '
Transportation?

What is the Vision of End-
user Companies in Key
Industry Sectors?

Source: Frost & Sullivan
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