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A COMPETITIVE NETWORK OF GLOBAL LOGISTICS IS THE BACKBONE OF INTERMNAFWE&N/

TRADE

Key Considerations

Improving logistics performance has become an important
development policy objective as a result of the impact that
logistics has on economic activity.

w For countries at the same per capita level of income, those with
the best logistics performance experience additional growth in
GDP and Trade (World Bank, 2010).

w Many developing countries have not yet benefited from the
productivity gains of logistics modernisation and
internationalisation implemented over the last 20 years.

w Except in high income countries, the availability and quality of
trade-related infrastructure is a major constraint to performance|

Source: World Bank, Connecting to Compete, 2010
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As custodian of
ports, rail and
pipeline, Transnet
plays a critical role
Ay {2dziK !
freight system



SOUTH AFRICA HAS THE HIGHEST PERFORMING LOGISTICS SYSTEM AMONGSTUPFER

MIDDLE INCOME COUNTRIES AND IS A LOGISTICS OVERPERFORMER 'r
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Key challenge is to sustain performance and integrate the regional freight system which is|the
regarded as the poorest performer globally

Source: World Bank, Connecting to Compete, 2010



THE WEAK LOGISTICS NETWORK PARTIALLY EXPLAINS WHY AFRICAN INTRAREGAQNAL

TRADE REMAINS LOW

Percentage growth of intra-regional trade: 2002 - 2007
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A Regional trade integration can play a positive role to foster diversification in Africa.

A Intra-African trade accounted for less than 10% ofthec o n t i tot@lexpdits.

A Between 1996 and 2005, African exports to the world have grown faster than trade within the continent.

A African countries should step up their efforts to foster regional trade integration.

Source: Economic Commission for Africa, Economic Report on Africa, 2008
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MARGINALISATION IN GLOBAL TRADE

Source: World Bank
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The intensity of global shipping by number of sailings
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A STRATEGY FOUNDED ON GREATER ECONOMIES OF SCALE AND ENHANCED TRABSPC
SYSTEM EFFICIENCIES AS A RESULT OF INCREASED NETWORK DENSITY IS R%ED

SanPedro 7 +\Didja
(Cote d'lvoire)| (COte
] d'lvoire

w/olumes and density are
increasing connectivity.

, Dares S_alaam
olNational markets are too small to
compete successfully. -

wRegional growth prospects are
stronger than ever.

uSignificant opportunities arise fo " p | (Madagascar)
local businesses for example in fee der '
services, overland transport, termina
operations, packaging and
warehousing and information
integration

Port Louis
(Mauritius)

uRegional freight systems need to
consolidate to drive down costs and
increase connectivity.



INCREASING FDI FUELED BY COMMODITY DEMAND WILL SUPPORT
INFRASTRUCTURE INVESTMENT AND REGIONAL INTEGRATION
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globalisation. Moving people from the countryside to the cities will continue to push up raw material
requirements. This will provide significant support for the development of the regional market.




THE CHANGING PROFILE OF GLOBAL ECONOMIC GROWTH WILL GIVE RISE TO CFrANGES
"r

GLOBAL TRADE PATTERNS

Historical GDP growth has averaged 3.3% over the last 30 years
Real GDP growth (Annual percent change)
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GROWTH IN REGIONAL DEMAND AND THE CHANGING PATTERNS OF GLOBAL TRAENWVIL
CREATE THE OPPORTUNITY FOR NEW SHIPPING HUBS AS WE HAVE SEEN IN Ow REC
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SEVERAL COUNTRIES ARE ATTEMPTING TO CAPTURE THIS POSITION

Major SubSaharan African ports
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APM TERMINALS . TPT . Other

Equatorial
Guinea

Port Louis

Maputo (Mauritius)

Walvis Bayks

Al o e
OF WONLD

East London Additional competitors

w Algeciras

Cape Town port

Elizabeth/
Ngqura

W Salalah
W Accra

* As per 5-yr plan until 2011
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|:| Current capacity - Additional capacity - Ports with potential excess
capacity for transhipment

Ports 2011,'000 TEU

o

Expected/Announced capacity,

Durban* 3,000

Djibouti

Port Louis

Ngqura/PE* 1,300

Cape Towrt

Mombasa*

Lagos 450 90 540
]

Walvis Bay 250 500

Dar es Salaam 350

Luanda 300

Tomasina j£0 112

Maputo _ 400

** Announced capacity expansion until 2015

Source: Dynamar; press search; Mauritius Shipping and Port Conference Presentation 2008; UN Comtrade Data; www.ports.co.za;

DP World website
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AN OPTIMAL TRANSPORT SOLUTION IS CRITICAL, BECAUSE SOUTH AFRICA IS Aransner

TRANSPORT HUNGRY COUNTRY WITH SPATIAL CHALLENGES 'r
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Source: In 2004 the world produced about 49 000 Mt CO2 - equivalent of which South Africa emitted 440 Mt CO21 equivalent roughly 1% -Scenario
Building Team (SBT) 2007 , Jones, T.Rodrigue, J.P., Gielen, D. i low calculation based on 2002 data / Comparison of Datamonitor 2009 (2008 data) and
world GDP (2008) i high calculation



FREIGHT DEMAND IN SOUTH AFRICA IS CONCENTRATED ON A LIMITED NUMBER*GF"
FREIGHT CORRIDORS WHICH CREATES THE OPPORTUNITY TO INCREASE RAWRKE
SHARE ON KEY CORRIDORS

Total freight for South Africa
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SHIPPING COST IS HOWEVER THE LARGEST CONTRIBUTOR TO DIREC | SUPPLYAkaktARN (

FOR CONTAINERISED EXPORTS AND IMPORTS ‘I"r

Total supply chain cost, (R/TEU, container with engines from Shanghai to Gauteng)

43359
,,,,,, 26110
ffffff
_i ””” =855—=___
Port Port Ship Rail cos® Other Total direct  Indirect Total supply
charges handling? direct cost®  transport costs* chain cost

cost

%

Port total
cost
%

o @D €@

direct costs @

1 R855/TEU handling

2 Based on current TFR rail tariff from Durban to Gauteng

3 Includes warehousing and administration costs

4 Vehicle engine weighing ~150 kg, Average value of R24,000 per unit, Assume 10% margin per unit, The product loses 0.5% of val ue
per month

Source: Transnet tariff books (TPT; TFR and TNPA); Drewry; McKinsey LOGOS Supply Chain cost tool 14



REGIONAL SHIPPERS ARE SIGNIFICANTLY DISADVANTAGED IN RELATION TO THieAkener

GLOBAL COMPETITORS "r
OCTOBER 2009
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& TRAFFIC FOR EAST & WEST AFRICA FROM THE FAR EAST MAKES ECONOMICW,
SENSE FOR LINES TO CONSOLIDATE THEIR TRAFEKHARSUBAFRICA

Routing alternatives on the trade between China and Brazil

b

pe/Med i South-America

2000-3500 TEU

Asiai Latin-America
Typical vessel size =
3000-5000 TEU

e
Typical vessel size =

Latin America - ECSA
= 5000-13000 TEU

Typical vessel size =
i — 1500-4500 TEU
¥

PA -
QOCEAN
“ i ' Yos A
' 0 / T Asia - Southern Africa
e 4 ' Average vessel size = b
G I O bal h u bS I ,I. Sy O iA?x‘i’anr;Jvessel size =
It r o 5500 TEU

Southern Africa - ECSA
Typical vessel size =
1700-5500 TEU

= = 11270 nm, sailing time = 22 days (at 21 knots)
=== = 13590 nm, sailing time = 27 days (at 21 knots), Suez Canal transit

=== = 13130 nm, sailing time = 26 days (at 21 knots), Panama Canal transit
Note: distances via Dataloy Distance Tables

Source: Shipping Lines market analysis, Aug 2008, Flynn Consulting

No suitable facility currently exists

There are transships between SA an
African ports and the feeder network
IS starting grow.

Recent engagements with a number
of lines has indicated that they wish
to use Ngqura as their hub based on
their approved hub and spoke
operations plans.

Their requirement is for an extra 10(
metres of quay for Ngqura
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TRANSNET WILL CONTINUE TO CONCENTRATE INVESTMENT ON THE CORE NETWORK I

ORDER TO BUILD DENSITY AND LOWER UNIT COSTS

r

from TFR *
unallocated (R45.2bn)

National : TRE, TCP, Corporate and GFB

Sishen

Saldanha
(R11.4bn) @

Cape Town
(R3.4bn)
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Maputo
()
® Richards
Bay (R16.4bn)

®
Durban (R31.1bn)

In the recent past, major
investments were made in
Ngqura, which is now in
operation. To date 40% of

\\ ® East London
XY
o @ <
Ngqura {\6

Port
Elizabeth co®

the capacity is utilised.
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SIGNIFICANT INVESTMENT IS PLANNED OVER THE NEXT 5 YEARS TO EXPAND CAPACITY
MAINTAIN EXISTING ASSETS 'r

Transnet Group TFR (R63.7bn)

R110.6bn
( ) 12.0 14,7 13,5 13,3 11,6 10,6

10/11LE  11/12 12/13 13/14 14/15 15/16
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22.8
224 18 7 19 0
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Pipeline networks 3.3 5,2 5,3
R13.2bn 2,3 2,4 ) - -
Mach & Equip LocomotivesR23bn [ - -

R7bn

TPT (R5 0bn)

. L 0,7 0,7 0.9
B == = BB

TPL (R15.1bn)

Port facilities
R20.9bn WagonsR17.3bn

) 1
3,8
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PORT OF PORT ELIZABETH

TRANSNET
'r

MAort Elizabeth has historically provided port
services to the Eastern Cape region. These
include container, automotive, mulpurpose
and bulk terminals, and facilities for the fishing
industry.

Role of the Port

Arhe development of the new Port of Ngqura has
provided an opportunity to relocate the bulk
operations, with the option of redeveloping the
vacated sites on the southern portion of the port
with additional vehicle handling facilities, a multi
purpose terminal, or a commercial development.

Current Layout 2010

Arhe container and car terminals share the no 1
jetty; the break bulk terminal is on jetty no 2, and
the manganese export terminal and oil tank farm
are sited in the southern precinct of the port

Acishing and recreational activities are located
between the Baakens River and the Dom Pedro
jetty.



PORT OF PORT ELIZABETH: DEVELOPMENT PLANS TRANSNEF

[ 58 | conTamers

| 8 | BrEAKBULK/MPT

| 39 | MOTOR VEHILES

| 15 | FISHING / SHIP REPAR

| 6 | com LoGIsTICS
MARITIME COM

| 11 | openseace

| 265 | NeA OTHER

| 420 | TOTAL HECTARES

r

Arhe decommissioning of the bulk terminals
allows for a rationalisation of all port land uses
Athe container terminal will occupy the entire no
1 jetty, and the car terminal (or MPT) will be
relocated to the area vacated by the bulk
terminals

Mortions of the southern port will be developed
commercially.

Auture Layout 2040

A.ong Term Potential

Arhere is potential to expand the port to the
north with a new reclaimed terminal and
deepwater basin, and extended breakwater
Arhis could allow for the rationalisation of freight
handling activities from the older and shallower
areas of the existing port in the longer term.

N\N)

N)



PORT OF NGQURA TRANSNEY
'r

Arhe deepwater Port of Ngqura, situated 20 km
FNRY t2NI 9ftATF6oSOK Ay 1
newest port.

Role of the Port

Arhe port services the adjacent Coega IDZ, and
has the potential for extensive future
development both up the river valley and
through additional seaward basins.

AThe port has an operational two berth container
terminal, as well as three jetty berths, with an
additional two container berths nearing
completion.

ACurrent plans include a container transhipment
hub, as well as a liquid bulk terminal and port
infrastructure to support the proposed new
refinery.

ACurrent Layout 2010
Arhe new port is largely undeveloped, with only a

two berth deepwater container terminal in
operation, and with three unutilised jetty berths

N)
w



PORT OF NGQURA: DEVELOPMENT PLANS

TRANSNETN
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Auture Layout 2040

Arhe thirty year view shows a four berth
container terminal, and the jetty berths extended
to accommodate the new bulk liquid terminal
and the proposed refinery berths. A new tank
farm is shown on the northern port boundary

A.ong Term Potential

AThe long term potential view of the port shows
expansion on two axes:

Arhe river valley basin provides for a large
number of bulk berths to support IDZ related
industrial and beneficiation initiatives

AN\ new basin is shown to seaward, with new
breakwaters, to increase the container handling
capacity in the long term.

Andditional land for backf-port activities is
shown adjacent to the N2 freeway



PORT OF EAST LONDON

TRANSNET
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Aast London is situated on the Buffalo River, and
provides the Border region with muftiurpose,
liquid bulk, dry bulk and automotive terminals.

Role of the Port

Auture expansion of the port is restricted by the
narrow and shallow river basin.

ACurrent Layout 2010

ACurrent layout shows the dry and liquid bulk
terminals on the West Bank, and the car terminal
adjacent the Mercedes factory.

KContainers and break bulk are handled at the
multi-purpose terminal on the East Bank.



